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In-feroduction 

Tlie i.-uDoec'c under study in a sample survey or a census 

must 133 first well defined "before the collection of the data relating • 

to the gi^^en subject. It may not bo possible to cairy on a meaningful 

discussion of any subject unless that subject has sufficiently been 

well ae-fined so that all concerned may understand fully what is being 

discu3:;ed and studl^^d. 

^.2. Many different terms are nov/ being used and have been used 

in past to d iocuss the "H.-onomic Classifications". The diversity 

of t'-i:3c -'.drr.3 ster;.:; from the fact that the nomenclature and the concept 

are net yet stanclarclised and thus different terms have been applied to 

the ca-'T; data, whic.- laads to the difficulty of comparing the data on 

a g i^- 1 rvbjsot o":; •'.iiied from different sourcGS at different points 

timov .\ocordin.5ly, i t is attempted here to define precisely some of 

the r. luipcrt£^xt rh.i.-L-ct&riF-tics which would constitute the "Economic 

Cla£^=jfic;^tions". Honco the ''Economic Classifications" are nothing but 

a £T an of classifications v/hich measure the different aspects of gain­

ful i.il non-gainful a c t i v i t i c G . There are various approaches to aaeess 

the -jxtievn of aconr-ny as wo i i as the national income of a country, Tho 

ecor;;,ic classification is ona of the methods of indicating such pattern 

cf ; It :/lvCo o LM.^nlcu.a-ic5axiou oi the concepts and definitions 

of di.^'Parent terminologieB to be used in collecting data from the field 

in oraor to facilitc-to to indicate the change of economic activity by 

comparing the data obtained at different points of time. It should be 

^ realistic one so to be applicable in all sorts of socio-economic 

sur\'3.v';. It should ccnsist of such characteristics which would help 

in eliminating the mtional income of a coiaitry and its real economy. 

The r-ii'poPG cf chis paper is to discuss the extent of improvements 

achieved d̂ jiring the last tr/o decades and develop a manual laying down 

standcrd definitions and concepts of the important characteristics 

constituting the "Fconcmic Classifications" so that the future surveys 

or Geniuses, irhethcr at national lovel or the state level may be con­

ducted on a uniform line of approach. But the econonic classification 

has got some limitations in assessing the national income of a country 



and its true economic'condition, "because th« economic classifications 

adopted in the surveys of socio-economic naturcj are sulajective one and 

they would cover the human resources only, neglecting the natural re­

sources which form equally an important part of the national income, 

1 . 3 - It is the i^ants and needs of the people that create the 

demand for goods and services. Hence the people of a country are the 

ultimate source and end of all cconocic activities in that state. But 

it is invariably found in an under-developed country that the production 

and consumption of goods and services are carried on mainly on a family 

or a household hasis instead of depending on individuals. Thus it is 

evident that a household is the most suitahlo entity to throw better 

light on the economic activity pattern of a country. Therefore an attempt 

is made here to assess' the economic activity of India vvith special 

•reference to her household sector. 

1 . 4 . It is very difficult to have a clear cut idea of the economi* 

activity of a household and its true economic conditions. But it is 

possible to have an approximgite idea of the economic activity as vrell 

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 to bo studied to 

get an approximate idea of the economic activity pattern of a' household. 

Thus the "Economic Classifications" vfould consist of eight broad 

characteristics z-

(i) The size of a household 
(iij Economic status of the individual members of a household 

(iii) Employment Status (industrial Status)"of the individual 
members of a household 

(iv) Means of livelihood (industry-occupation) of a household 
and the individual members of the household. 

(v) Educational Status 
(vi) Sources of income of a household 

(vii) Expenditure pattern of a household 
(viii) Housing condition of a household. 

1 . 5 . The various concepts and definitions relating to the afore­

said eight characteristics of "Economic Classifications'' are being dis­

cussed in Chapter one and the second Chapter deals with some suggestions 

which are considered to be helpful to improve the quality of existing 

"Economic Classifications" in respect of household sector. 
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Chapter I 

2 . 0 . The primary object of this chapter is to discuss the various 

definitions and concepts relating to the aforesaid eight characteristics 

of "Economic Classifications" adopted in different sample surveys and 

censuses at the state ? -'el or the national level, 

2 . 1 . Household size s The household size is nothing but the number 

of members constituting a family or a household. The economic activity 

pattern as well as the economic condition of a household would depend 

much on the household size. In other words, the household size has got 

significant role to play in determining the economic activity pattern of 

a household. As the household size increases, there would be subsequent 

change in the patterns of expenditure, earnings and industry-occupation 

of the household 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 household. Thus it is evident that the change in 

household size affects -ill rsorts of gainful and non-gainful activities 

of a country. Hence the national income estimate of a country £ind itf 

true economic condition are likely to be affected due to change in house­

hold size. Hence it is absolutely necessary to define a household unit 

or the household &:.ze. Different definitions of household sise have been 

used by different agencies at different points of time as detailed below :• 

( 1 ) Persons constituting the members of a family and parti­

cipating in a common kitchen would indicate the household siae. The 

above definition of household size was adopted in 1941 census of India, 

1951 census of India, '1937 sample survey and 1954 re survey conducted by 

the Gokhaie Instita\te, (^ornba^ and the unemployment survey in West Bengal 

conducted by the Government of West Bengal in 1 9 5 3 . 

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

conducted by the Government of Assam in 195^, persons constituting the 

members of a household and taking principal meals in the household would 

indicate the household size. 

(3) According to the National Sample Survey (1 9 5 0 - 5 4 ) , the 

persons constituting the members of a household 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 

ahove 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 be considered as a normally resident member of the household or 

not, would be left to the judgement of tho household, This definition 

would of course exclude the guests and the temporary visitors etc. 

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 adopted by 1941 and 195'' 

censuses and other sample surveys, where the guests and temporary visitors 

etc. would get chance to be included in the definition of household 

/ members. The definition of household size adopted in the National Sample 

Survey woiild include single member families which were excluded in oensues 

and other surveys. 

2,2 Economic Status s The economic status is one of the most 

important characteristics to measiire the economic condition of a house­

hold. 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 economic status will indicate whether the indiviftual 

member of a household is earner or eaming-dependant or non-earning 

dependant. If tho sources of income are taken into consideration, then, 

the economic status will indicate the proportion of population of a 

country to be gainfully active and inactive accordingly. The national 

income of a country and its economic condition are greatly influenced 

by the proportion of gainfully active population. Hence the economic 

status will have direct effect on the national income estimation of a 

coTjntry and its true economic condition. Therefore the economic status 

should be carefully defined so as 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 polats of time as diecuased below «-

(l) The economic status was broadly classified into tw4 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 he treated as earner. This 

definition of economic status was adopted in 1937 sample survey and 

119^resurveyconducted at Poona hy the Gokhaie Institute Bombay, the 

socio-economic survey of Bengal Villages in 1943 conducted hy Dr. 

Karvma Mukherjee, Gale itta.University and the report on Poona Schedule 

of the National Sample Survey conducted hy the Gokhaie Institute, 

Bombay in 1950. But pensioners were treated as earners in 1937 sample 

survey, 

(2) In the 1941 census of India, the economic status was 

classified into three categories (i) earner; (ii) eetrning-dependent 

and (iii) dependent. A person would be considered as an earner when 

his income was svifficient enough to maintain himself. "When a person's 

income was inadequate to maintain himself, he would be considered 

earning-dependent. Non-earning dependent would have no earnings at all. 

(3) In the 1951 census of India, the economic status was 

classified into three categories - (i) earner? (ii) earning-dependent; 

(iii) non-earning dependent. The concept of earner from other than 

gainful activity was realised but no data could be presented under this 

head. The concepts of earner, earning-dependent and non-eaa?ning depen­

dant TOase the same as adopted in 1941 census. The only change was the 

introduction of the concept of the fourth category of economic status. 

Persons, having earning from non-gainful activity, were treated as 

earners from other than gainful activity. The gainful activity was 

defined as an activity which result in the production of useful jcommo-

dities or performance^ of useful services, 

(4) According to the National Sample Survey (I950-54)• the 

eoonomic status was classified into three categories - (i) earner; (ii) 

earning-dependent and (iii) non-earning dependent. But this classi­

fication was changed in the subsequent rounds from June 1954. The 

modified definition of the 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 activity and (v) non-earning dependent. The 

concepts of earner, earning dependent and non-earning dependent were the 

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

Thus it is evident from the ahove 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 

1 9 5 4 . Earning dependerts would he very significant in an under-developed 

oo-untry like India, where own account workers engaged in household enter­

prise are predominant. This classification of earning-dependent was 

neglected in the aforesaid sample surveys. In the 1951 census of India, 

there was an improvement in the classification of economic status over 

1941 census of India hy introducing a new category of eaxnev from non-

gainful activity. In the National Sample Siirvey after June, 1 9 5 4 , the 

economic status consisted of five classifications hy introducing two new 

categories - (i) earner from non-gainful activity (ii) earning-dependent 

from non-gainful activity. In an under-developed coiintry like India, 

whexe agriculture is the principal means of livelihood and the services 

are not marketable to such an extent as in case of developed economy, . 

the non-gainful activity would he significant one and honce it can not 

he neglected. The classification of earning-dependent and earning from 

non-gainful activity would have direct impact on the economy of a 

country. These characteristics would he more conspicuous in sm under­

developed economy^than in a developed economy. Hence these two 

characteristics can serve as indicators of the economic condition of a 

country and thus finally affect the national income estimation. There­

fore it can he said confidently that there was much improvement in the 

classification of economic status in the National Sample Survey during 

ciirrent rovmds, 

2 . 3 . Employment Status or Industrial Status : The term "employ­

ment status" would indicate a clear picture of the state of activity 

obtained for a person within the reference period. The industrial 

status would determine the state of activity of any individvial member 

of a household to be gainfully employed or unemployed or not in the 

labour force. The unsteady employment attacks the workers' efficiency, 

vindermines his physique, ambitions, self-confidence, the sense of 

resjKJnsibility and thus induces a man to be worthless for any work. 

Thus, this state of activity will affect the economic condition of a 



- 7 -

household to a great extent. 'Henoe this characteristic has got a very 

important role to play in the field of economic development of a country. 

The economic condition* of a country canhetter he revealed tfirough 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 carefully 

defined so to cover all pot.bible cases of employment and xmemployment. 

Different definitions and concepts have been used in different surveys 

at different points of time as indicated below s-

( 1 ) According to the 1937 sample survey conducted at Poona 

by the Gokhale Institute, Bombay, the "Industrial Status" was classified 

into four categories - (i) employers, (ii) salaried persons, (iii) 

casual workers, (iv) self-employed and (v) unemployed. The pensioners 

were included in the category of salaried persons for convenience. 

Salaried persons referred to those who vrere paid a time-rate generally 

and who had a fixed employer. Employers referred to those who hired 

people outside the family to work in their own establishment and who 

were Cntjr^reneiir^s in the real sense. Casual workers referred to 

those who generally had no fixed employer and v/ere paid a time rate or 

a piece rate when employed. The self-employed referred to those who 

worked on their own account and did not hire any body from outsid-e the 

family or who did wage v;ork mainly or who produced certain articles on 

their own account and sold thorn or who had shops and business of their 

own to operate. The unemployed referred to those persons who had been 

employed *fore but v/ere not employed at the time of survey and excluded 

those who were seeking employTTient for the first time. 

(2) In tho 1941 census of India, tho "Industrial Status" . 

was classified into t̂ wo categories - (i) employed and (ii) unemployed. 

The employed referred to those who had any sort of gainful activity 

during the reference 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 Assam 

conducted by the Government of Assam in 1950, tho "Industrial Status" 

was classified into employed and unemployed. Tho concepts of the 
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employed and unemployed were the same as adopted in 1941 census, / 

(4) According to the report on Poona schedule of the Fationa 

Sample 3urv«y conducted hy the Gokhaie Institute, Bombay in 1950> the 

"Industrial Status" was classified into four categories - (i) wage-earners, 

(ii) own-account workers, (iii) unemployed and (iv) persons not in the 

labour force - students, disabled persons and domestic workers etc. The 

persons belonging to the categories - (i) and (ii), were treated as gain­

fully employed. The persons not in the labour force, were considered as 

engaged in non-gainful activity. The concepts of the employed and unemployoc 

were the same as adopted, in the 1941 census <5f India, 

(5) In the 1951 census of India, the "Industrial Status** 

•was classified into four categories - (i) employer, (ii) employee, (iii) 

own-account worker, (iv) unemployed. The concepts of unpaid household 

enterprise worker and persons engaged in non-gainful activity were rea­

lised but no data could be presented under those heads. The first three 

categories referred to gainful employment. The concepts of employer, 

employee and own-account worker were the same as adopted in 1937 sample 

stirvey. Persons, taking part along with the members 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-dependecits. Household 

workers, non-working owners of non-agricultural property, pensioners, 

remittance 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 |ny gainful 

activity during the reference period of one year, were treated as employed. 

Persons having absolutely no gainful activity during the reference period 

were treated as linemployed. 

(6.) In the unemployment survey in West Bengal conducted 

by the Government of West Bengal in 1 9 5 3 , the "Industrial Status" was 

classified into tvfo categories - (i) employed and (ii) unemployed. 

Persons having full-time gainful occupation'were treated as employed 

and persons having no full-time gainful activity but seeking such 

employment v/ere treated as vmemployed. Thus 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 "Industrial Status" consisted of 

five classifications a- adopted in the 1937 sample survey. The concepts 

of employers, self-employed, salaried workers and casual workers were 

the same as adopted in the 1937 sample svirvey. The concepts of employed 

and unemployed were different in 1 9 5 4 re-s\irvey. In this re-stirvey, the 

employed referred to those who had any sort of gainful occupation at 

the time of survey. The unemployed referred to those who had absolutely 

no gainftil employment but looking for such gainful occupation at the tiroe 

of survey. Thus the non-freshera (previously employed but now seeking 

work) among the unemployed enumerated in 1954 re-survey oould be 

compared with the tinemployed in the 1937 Bafflpie aorvey. 

(8) According to National Sample Survey ( 1 9 5 0 - 5 7 ) , the 

"Industrial Status" consisted of six classifications, namely - (i) 

employer, (ii) employee, (iii) own-account worker, (iv) unpaid family 

enterprise worker, (v) unemployed and (vi) persons not in the labour 

force. The first four categories constituted gainful employment. But 

the category of apprentice was also included in gainful activity during 

the ninth and tenth rounds of the National Sample Survey ( 1 9 5 4 - 5 5 ) . 

GainfTilly employed persons together v/ith the unemployed constituted 

the labotir force. All other persons not coming within the aforesaid 

category were considered not in the labour force. The concepts of 

employer, employee, own-account worker were the same as adopted in the 

1937 sample survey. The concept of \inpaid household worker was the 

same as adopted in the I95I census of India with some modification 

that the unpaid household worker could be both earner and earning-

depend^t. Household workers, students, rentiers, pensioners, persons 

living on dividend, permanently disabled persons, beggars, vagrants, 

children, too old etc. were treated not in the labour force. In the 

different rounds of National Sample Survey, persons engaged in gainful 

activity on any day during the reference period were considered as 

employed. Those who did not work on any day during the reference period 

file:///inpaid
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would be either employed or unemployed. A person was considered as 

employed if he had a job, although temporarily absent during the refe­

rence period due to illness, vacation, industria,l dispute or being laid 

off temporarily. Subsidiary, part-time or stop-gap remunerative work 

undertaken by a person, who was actively so'''ing employment would not 

.be counted as a job for the purpose of being eiaployed. A person would 

be considered as unemr''f>yed if - (i) he ŵ.?? without a joh for the whole 

reference period, (ii) was seeking one, (iii) was in a position to take 

up a job if offered one. The reference period varied for different 

rounds of the survey and it was sometimes being 30 days preceding the 

date of enquiry, one year and a single day. 

It is evident from the above discussions that no improve­

ment was made either in the classification or in the definition of the 

"Industrial Status" during the 1941 census of India when compared to the 

1937 sample survey. There was no such improvement in other sample 

surveys conducted after the 1941 census of India, In the 1951 census of 

India, there was some improvement in the definition of persons not coming 

in the labour force as well as in the classification of the "Industrial 

Status" which included a new category of unpaid household enterprise 

workers within the gainful activity. The concepts of the emplô '̂ ed andv, 

unemployed nmained the same as before till the National Sample Survey 

ceune into operation, when the concepts of the employed and unemployed 

were improved to a great extent so as to cover all possible cases of 

employment and xmemployment 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 

country. Laboiir force of a comitry is its potential energy which plays 

a vital role in the economic development of a planned economy. In an 

under-developed country like India, the unpaid household enterprise 
(K 

workers would be significant one. Honce the characteristics of labour 

force and unpaid house-hold enterprise workers can not be neglected 

while assessing 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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2 . 4 , 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'ral income of the household. The principal means 

of li-vrpiihood is expressed in terms of industry or occupation or industry-

occupation. A study cf cccuj-^tional distributions of a populc l - ioxi 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 whicb|ie is employed, determines not only the kind of 

activity in which he is engaged, but also to a large extent, the manner 

of life 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. They v/ould further help the Govern­

ment to go through economic development in a planned way. Different 

classifications have been used by different agencies at different points 

of time as discussed below s-

( 1 ) In the 1941 census of India, the concepts of industry 

classification as well as the occupational classification were taken 

into consideration. The industry classification consisted of 21 cate­

gories and the occupational classification consisted of 3 categories 

only. The unit of classification ŵ as tho individual member of a house­

hold. 

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

conducted by the Government of Assam in 1950, the occupational classi­

fication consisted 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 number. In analysing the 

occupational aspect of rural economy, the family and not the individual 

was considered as the operating unit of the economy, because in most of 

the occupations pursued by the villagers, it was the family which practi­

cally supplied the whole of labour 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 hy the Gokhaie Institute, Bombay, in 

1 9 5 0 , the industry classification was adopted and the occupational 

classification was not taken into consideration in this survey. The 

industry classification consisted of eleven grcfups on the basis of the 

principal occupation of a bouseliold, 

(4) In the unemployment survey of West Bengal conducted 

by the Government of West Bengal in 1953 the occupation classification 

consisted of three major groups and each group consisted of a set of 

occupations. Thus the totalclassification amounted to twelve in n\imber. 

The industry classification was not taken into consideration in this 

survey. The unit of classification was the individual 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 Gokhaie Institute, Bombay, the occupational 

claSBification consisted of foixrteen major groups and each major group 

consisted of a group of elementary occupations. Thus there were I46 

occupational classifications 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 1951 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 commodity or service produced 

by them individually. The tinit of classification was, in every case, 

the individual under ICEC scheme, whereas the unit of classification was 

the organised "establishment" under ISIC scheme. There were 10 divisions 

and 44 major-groups of economic activities lander ISIC scheme, whereas 

there were 10 divisions and 88 major-groups under ICEC scheme. The economic 

classification of the 1951 census of India was done on the basis of the 

1931 scheme 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 for Indian conditions, secondly, 

to remove certain anomalies which appeared to exist in the matter of ^ 

detailed groups and thirdly, to remove confusion in regard to two distinct 

concepts - industry and occupations. Accordingly, in July, 1954} the 

Indian Statistical Institute (ISI) issued a scheme of industrial classi­

fication which evolved out of a draft scheme that was tested in three 

rounds of the National Sample Survey. Meanwhile, tho Central Sta-tistical 

Organisation (CSO) formed a working party for "building up a standard 

industry and occupation classification for India. The working party 

recommended 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 

Statistical Institute (ISI). In the modified classification, prepared 

by ISI, the concepts of "industry" and "occupation" were distinctively 

defined. The industry of an earner was that branch of gainful activity 

in which he was engaged in producing either goods or services. His 

occupation was the name of the function whioh he performed by engaging 

himself in that particular branch of gainful activity which was his 

industry. Industry and occupation were thus two distinct concepts. The 

first showed the sector of nation's economic activity in which the earner 

was engaged, whereas the second indicatec. the earners' natvire of work 

in that sector. In the modified classification prepared by ISI each 

gainfully occupied person was classified by the sector of economic 

activity where the person was engaged, the sector being composed of 

both organised establishiaents and -individuals as they exist in real 

life. The sectors of economic activities were classified in this scheme 

according to the goods and services produced. This mixed unit was 

considered to be most'suitable unit for the country where highly 

developed industries exist side by side with cottage industries run in 

some cases even by single individual. There were ten divisictfis and each 

division was sub-divided into ten groups in tho industry classification. 

Thus the industry was indicated by three digited code. In the present 

scheme of claesificaticn, occupations were classified purely by tj-pes of 

function. The occupations were divided into seven broad classes named 

dlvieians. Those divisions were based on tho consideration of broad 
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homogeneity in the character of the functions. Each 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 11th round of the National 

Sample Survey. The revision was deemed necessary in view of the recommen­

dations of the International Labour Organisation (iLO) in regard to 

major jjroups (divisions of this classification) and minor group (major 

group of this classification) of the International Standard Classification 

of Occupations (ISCO), which according to the working party of the Central 

Statistical Organication (CSO) was the basis of building up a standard 

occupation classification suited to Indian conditions. The classification 

drafted by the working party of the CSO is still -under the stage of 

discussion and study. Hence this classification is being issued by the 

ISI tentatively for trial, the experience of which would be utilieed 

for preparing the final classification of occupation. In the present 

scheme of classification, the occupations were divided firstly into 

ten broad classes named, divisions and each (|^vision 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 three digits. 

It is observed from the above discussion that the industry 

and occupation classifications were not standardised and properly dealt 

with in the 1941 census of India and other sample surveys conducted by 

different agencies. In the I95I 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 

(iCEC). But the concepts of "Industry" and "occupation" were distinctive­

ly defined in the classification prepared'by the Indian Statistical Insti­

tute and the classifications of industry-occupation were much improved 

over the 1957 census classifications. 

2,5* Educational Status : The educational particulars of a 

household and the individual members of the household have got a direct 

impact on the nature and pattern of economic activity as well as the 

means of livelihood of the household. The manner of life as well as the 

social and cultiiral activities of the individual members of a household 



- 1 1 5 -

are greatly influenced due to high education. Hence educational status 

is one of the important characteristics of the "Economic Classifications". 

Different olaseifioations have "been used in different surveys at different 

points of time as discussed below :-

(1) According to the sample survey conducted at Poona in 

1937 by the Gokhale Institute, Bombay, the educational status was classi­

fied into three broad categories - (i) illitoratesj (ii) literates and 

(iii) educands. The concepts of the illiterates and literates were as 

usual. Persons knowing how to read and write, were treated as literates 

and those knowing more than to read and write, were treated as educands. 

Persons not covered above, were treated as illiterates. 

(2) In the 1941 census of India the educational statue 

consisted of sixteen classifications - (i) illiteratesj (ii) literates; 

(iii) literates in English? (iv) Middle School or non-matricj (v) Matric} 

(vi) I. A. or I. Sc. I (vii) B.A. or B.Sc., (viii) l^A. or M.Sc., (ix) 

Teaching; (x) Engineering; (xi) Legal; (xii) Medical; (xiii) Connnerce; 

(xiv) other Indian Degrees; (xv)British Degrees and (xvi) other Foreign 

Degrees, The concepts of illiterates, literates were the same as in 

the 1937 sample survey. Commerce graduates were considered in tho 

"Commerce" category. 

(3) In the 1951 census of India, the educational status 

consisted of ninteen classifications - (i) illiterates; (ii) literates; 

(iii) middle school; (iv) matriculate; I,A. & I.Sc.; (vi) B.A. or B.Sc, 

(vii) M.A. or M . S c , (viii) teaching; (ix) engineering, (x) agriculture, 

(xi) veterinary; (xii) commerce; (xiii) legal; (xiv) medical; (xv) others; 

(xvi) British degrees or diploma; (xvii) American Degrees or diploma; 

(xviii) continental degrees or diploma and (xix) other foreign degrees 

or diploma. The concepts of illiterates, and literates were the same 

as adopted in the I 9 4 I census of India. Commerce graduates were consi­

dered in the "Commerce" category. 

(4) According to the I954 re-survey conducted at Poona by 

the Gokhale Institute, Bombay, the educational status would comprise of 

eight categories - (i) literates; (ii) upto IVth standard; (iii) upto 

Vllth 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 tho National Sample Sxxrvey ( 1 9 5 0 - 5 3 ) , the 

educational status was broadly classified into two categories - (a) general 

education and (h) technical and professional education. The general • 

education consisted of eight categories - (i) illiterates; (ii) literates; 

(iii) priraryj (iv) ndddlej (v) matric; (vi) intermediate; (vii) graduates; 

(vl.i) -gra.uuc:.tes. Persons having certificate or diploma or degree in 

fomo branch of professional or technical studies would be considered as 

qualified in that branch of professional or technical studies. Persons, 

having acquired skill using scientific or mechanical devices in a pro­

duction process under the guidance of trained technician or through 

personal effort, would be treated as skilled men, quite different from 

technically ovialified persons. The professional and technical studies 

referred to ten categories - (i) education and teaching"; (ii) commerce 

or rolatod fields; (iii) law; (iv) medicine (allopathic); (v) medicine 

(others); (vi) agriciilture; (vii) veterinary science; (viii) engineering; 

(ix) technology and (x) others, A specified, group of occupations were 

considered as skilled jobs in this s\irvey. 

It is evident from the above discussions that the classi­

fication of educational status was much improved in the 1941 census of 

India when compared to the 1937 sample survey. There were sixteen 

classifications adopted in the 1941 census of India, There was no 

significant improvement in the 1951 census of India, the educational 

classification was much improved in the National Sample Survey, where 

the educational status was distinctively classified into two broad 

categories - (a) general education and (b) technical and professional 

education. General education consisted of eight classifications and 

technical and professional education consisted of ten. categories and 

thus there wore eighteen classification altogether in this surve2> 

Moreover, a specified group of occupations were considered to be skilled 

and tho concepts of skilled and technically qualified persons were 

clearly defined in this survey. 

2.6. Income of a household s The income of a household woiild 

indicate the eoonomic condition as well as the activity pattern of the 
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household. The income has got direct impact on tho social and cultural 

activities of a household, which in its t\arn influences the economy as 

a whole. Hence the income characteristic plays an important part in the 

"Economic classifications". But it has been found that the income 

classification in terms of rupees is not being adopted in any survey 

rigidly. Hence it is difficult to comment on uhe extent of improvements 

achieved, if any, in this respect. 

2 , 7 . Expenditure of a household ; The expenditiire of a household 

is nothing but the disbiorsement of its income in a particular pattern and 

hence the income of a household can be assessed to a great extent through 

tho household expenditure. Eonce the exponditiire characteristic formsa 

vital part of tho "Economic Classification". Tho expenditure characteris­

tic would reveal the dtimand of tho pattern of constuner of goods, required 

in a country. Thus the expenditure characteristic would help indirectly 

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

people of that country and hence the economic grô r̂th would take place 

in a planned way. in attempt is made hero to discuss the expenditure 

patterns adopted by different agencies at different points*of time. 

(1)" In the socio-economic survey of Bengal villages 

conducted by Dr. Karun^ Mukherjee, Calcutta 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 National Sample Survey, the expenditure 

pattern referred to twelve different items - (i) food articles; (ii) 

non-food articles; (iii) clothing; (iv) amusements and sports; (v) 

education; (vi) medicine; (vii) conveyance; (viii) furniture; (ix) 

domestic utensils; (i) foot-wear; (xi) other equipments and (xii) 

residential house. 

It is observed that the expenditure pattern classification 

has not been taken into consideration in ceneues 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. Eousinp: condition s The housing condition plays gsi important 

role in case of gainful and non-gainful activities of a country. The 

housing condition would revoal the economic condition as well as the 

social and cultviral activities of that country. The demand of hetter 

housing condition would create employment opportunities and other allied 

economic activities. Hence the housing condition can form an important 

part of tho "Economic Classifications". Different classifications of 

housing condition have hê jn used by different agencies at different points 

of time as discussed below s 

(1) AcjGording to the 1954 re-survey at Poona conducted by 

the Goichale Institute, Bombay, housing condition consisted of six classi­

fications (i) monthly rent; (ii) number of rooms; (iii) total floor space 

(sq.ft.)J (iv) sources of drinking water, (v) bathroom and (vi) latrine, 

(2) According to National Sample Survey ( 1 9 5 0 - 5 6 ) , the 

housing condition consisted of ten classifications - (i) plinth type, roof 

type and latrine typo; (ii) drinking water; (iii) period built since; 

(iv) i>eriod repaired since (v) number of rooms; (vi) floor space (sq.ft.); 

(vii) rented or not; (viii) monthly rent, if rented; (ix) cost of repair 

and maintenance during the reference year, if not.rented and (x) approxi­

mate valuation, if not rented, 

The above classification v/as further improved in the twelfth 

roiind of NSS ( l 9 5 7 ) » where the number of classifications amoiuited to 

sixteen. The additional classifications referred to - (i) covered 

verandah area (sq.ft.); (ii) courtyard area; (iii) kitchen; (iv) distance 

of tho source of drinJcing water; (v) tenure status and (vi) owner. 

It is observed that the housing condition characteristic 

•has not been taken into consideration in oonsuseB aJBd most of Basplo 

surveys of socio-economic nature ynder our discussion. The National 

Sample Survey has attempted to collect different types of data relating 

to housing condition. Hence it is difficult to comment on the extent 

of improvements made in this respect. 
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Chapter II 

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 unemployment. The economic activity in an under-developed country 

is generally seasonal and irratic by nature, Henoe the seasonal variation 

in employment situation appear to be significant in our country. The 

industrial status (employment status) would throw better light on the 

economic activity pattern of a household and its individual members pro­

vided some ancillary informations relating to gainful activity are colleo-

ted as detailed below:-

1. ITature of Employment : The nature of employment would 

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

2. Type of employment : 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 ) technical ( 2 ) non-technical. 

3 . Nature of unemployment : The nature of unemployment would 

indicate the possible types of unemployment. It would thus refer to three 

broad classifications - (i) unemployed with job or enterprise at future 

date, (ii) unemployed not with job or enterprise at a future date but 

looking for work and (iii) unemployed not seeking but available for work. 

4 . Measurement of under-eimployment and disguised unemployment t 

The underemployment and disguised unemployment are mainly found in eoono-

mioally under-developed countries. Because the basic characteristic of 

the employment situation 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 raan-hou:.-s, is far below what 

the population is pot:jntially capable of doing. Henoe this phenomena is 

chronic in an under-developed country. Hence the problem of under­

employment and disguised unemploymen-^ is more acute in India. It is 

therefore essential to assess the under-employment and disguised unemploy­

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

he is able to supply. The disguised unemployment would refer to the 

situation when persons engaged are ao numerous relatively to resources 

with which they v/ork, that if a number of them were withdrawn from a 

sector, the total output of the sector from which they were withdrawn, 

would not be diminished, without any change in the organisational set-up. 

Thus the assessment of underwmployment involves separate estimation of the 

potential aggregate labour time and the aggregate 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 

potential aggregate labour time available are estimated, then the under­

employment can be assessed to a great extent. While estimating the poten­

tial amount of labour time available, due considerations are being given 

to normal working hours per day, health, local customs, socially accepted 

habits regarding breaks for meals, recreation, 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 enterprise, (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) required to produce a given output is subtracted 

from the number of man-hours (labour hours) engaged in a particular enter­

prise, the difference would indicate the surplus man-hours which represent 

the disguised untmploymont. 

3 , 2 , Educational Status t It would be convenient to have a clear 

picture of the educational status if it is indicated by three digited Code, 

The first digit of the code would refer to general education, (i) illiterate 

(ii) literate, (iii) primary, (iv) middle, (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 

technical and professional qualifications - (i) education and teaching. 
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List of publications referred to 

1 . 1 9 3 7 Sample Survey and 1 9 3 4 resurvey conducted at Poona by the 
Gokhale Institute, Bombay. 

2 . Socio-Economic Survey of Bengal villages in 1 9 4 3 conducted by 
Br, Karuna Mukherjee, Calcutta University. 

3 . I 9 4 I Census of India Part IV 

4 . Survey of rural economic conditions in Assam conducted by the 
Directorate of Economics & Statistics, Government of Assam 
in 1 9 5 0 , ~ 

5 . Report on Poona schedule of National Sample Survey conducted 
by the Gokhale Institute, Bombay in 1 9 5 0 * 

6 . 1 9 5 1 Census of India, Part-IIB 

7 . Unemployment Survey in--West Bengal Govt, conducted by the 
State Statistical Bureau, Govt, of West Bengal in 1 9 5 3 . 

8. Reports of National Sample Survey of different rounds and 
ad-hoc surveys conducted by the Indian Statistical Institute. 

(ii) commerce or related fields, (iii) law, (iv) medicine (allopathic), 

(v) medicine (oth^s), (vi) agriculture, (vii) veterinary science, 

(viii) engineering, (iz) technology, (x) other professions. A list of 

skilled jobs may be specified to distinguish between skilled and non-

skilled workers. 

3 . 3 . Income of household t The income of a household has got the 

most direct impact on the social and economic activities of the household 

and its 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 terras of rupees is adopted 

in addition to the sources of income. The per capita income classification 

can provide us the correct picture of the economic condition of a household, 

which influences all gainful and non-gainful activities of the household 

to a great extent. 
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While the Census age-sex distribution gives, within inherent 

limitations imposed by the structural set-up, a ceiling quantative 

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. Economically 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 — 

(l) employers; ( 2 ) workers on own account; (3) employees; ( 4 ) impaid house­

hold enterprise labour; 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 into the 

economic 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 role 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 anployment 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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3 . Bconomic classification in the Census : The economic status 

data in Census were, until recently, the only source available for esti­

mating the economically active population of India. Valid comparisons 

over time are, however, not peimissible since the concept of economic 

status changed over the successive Censuses. In the 1951 Census of 

India, the population was classified by economic status, introduced for 

the first tine in Census 1 9 3 1 , into self-supporting persons, earning 

dependants and non-earning dependants. A self-supporting person was 

one who received income in cash or kind, Sufficient 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 dependents by definition. 

Persons who did not secure any income either in cash or kind were to be 

treated as non-earning dependants. No specific time reference was adopted 

in the classification, the answer being based presumably on what the 

informant considered a particular person's usual status to be; unemployed 

• persons 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 used. There were 

eight livelihood classes, namely : (i) cultivators of land, wholly or 

mainly owned; ( i i ) cultivators of land wholly or mainly un-owned; 

(iii) cultivating labourers; (iv) non-cultivating owners of land and 

agricultural rent receivers; those deriving livelihood from (v) produc­

tion other than cialtivation; (vi) commerce; (vii) transport and 

(viii) other services and miscellaneous sources. Dependants were put in 

the livelihood class of the self-supporting persons on whom they were 

dependant and the primary 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 

agriculture were tabulated by "status" into employers, employees and 

independent workers and by industry divisions and sub-divisions. 
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survey rural urban all-India survey malo fetrale total male female total male female total 
(0) (l) (2) (3) (5) (6) (7) (8) (9) 

1. Csnsus 1951 54.1 25.8 40 .2 52.7 10.7 33.3 53.8 23.3 39.0 
2 . NSS 4th and 

5th rounds!/ 59.3 34.9 47.2 52.7 15.8 34.8 5S .2 32.4 45 .2 

3. index : 
^^H9rx 100 
row(2) 

91 .2 73.9 85 . 2 100.0 67.7 95.7 92.4 71.9 86.1 

Source : National Sample Survey Draft No.14, Table (7.1). 
l/ Based on 16,871 rural and 7,847 urban sample households 

(April-September 1952, December 1952 - March 1955). 

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, specially for 

females. The observed differences were attributed to the different 

approaches adopted for measuring the labour force in the Census and 

in the NSS and trhe under-reporting of earning dependants, especially 

females, in the Census as compared to the NSS. A comparison of the 

distribution of the population by economic status between the Censias 

4 . Gainfully employed from Census 1951 : While the more direct 

method of getting the gainfully employed (and not the labour force sin6e 

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 constitute the gainfully employed, theoretically the same result 

could be arrived at from Census 1951 data by deducting from the total of 

the self-supporting and the earning dependants, 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 

simple assumptions. The proportions of the gainfully employed obtained 

from the Census 1951 by the above method and from the 4 t h and the 5 t h 

roynds of the National Sample Survey (April-September 1 9 5 2 , 

December 1 9 5 2 - March 1 9 5 3 ) , mm. taken from National Sample Survey 
are 

Draft No.14,/j)resented in Table (l) with the Census proportions being 

shown at the floor of the Table as percentages of the NSS proportions. 
Table (l) : Percentage of gainfully employed population in Census 1951 

3jid K2S 4 t h and 5 t h rounds 1/ 
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l/ Similar higher labour force proportions were also observed in the 
United Nations and the Government of India, Mysore Joint Population 
Survey, 1951, as compared to MyFjore Census. 1951. 

and the NSS rounds made in National Sample Survey Draft No.H 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 indicated^ It is of interest to note a similar finding by 

the Deputy Registrar-General of India, arrived at after sample tabula­

tions of Mysore, rural West Bengal and rural U.P. data : "the obvious 

inference is that some workers have been enumerated as non-earning 

dependants in these States" (Mysore, West Bengal, U.P.), Census of 

India Paper No.3 1 9 5 5 , Bconomic Classification by Age-group, 1 9 5 1 Census, 

Uttar Pradesh. 

5 . Activity status categories in the National Sample Survey : In 

the National Sample Survey since its inception in 1950 till the 9th 

round (May-November 1955), the emphasis had been on the consumption 

aspect and the labour force characteristics were obtained in these rounds 

more as a by-product; the 9th and 10th rounds (May-November 1955, 

December 1955 - May 1956) of the NSS were, however, geared to give the 

national estimates for the oaployed and the unemployed. The character­

istics of the economically active population have been discussed in 

National Sample Survey Draft No.14. The NSS has generally used a 

composite approach in'measuring the labour force — information-on. 

both the 'gainful occupation' and 'labour force' typesbeing collected. 

T^ie criterion for classification of the' population inthe NSS has been 

by activity status which has undergone improvements over the successive, 

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 employee is one who works for 

wage or salary in cash or kind under individual or groups of individuals, 

public or private institution. Out of all persons working in household 

enterprises, those who exercise some control over the operation 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 
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reference period are to be considered as.-empijbyed. Persona vrth: a joir but 

temporarily absent from work during the reference period due to illness, 

vacation, industrial disputes or being laid off temporarily are to be 

considered as employed, as also person waiting to take up new jobs or 

to start new business. The concept of "unemployment" used in the 

industrially advanced countries was adopted in the NSS, the unemployed 

being defined as persons without a job for the whole reference period, 

seeking a job and in a position to accept one if offered. A person who 

did not seek work because of temporary illness, or on the belief that no 

work was available or because he had been expecting to return to a job 

from which he had been indefinitely laid off, is also treated as 

unemployed. Persons outside labour force are put into different activity 

status groups of house woo*era^. students, rentiers, peasianers,beggars, 

too young, too old, infirm etc. 

6. Uhderemployment : Some local or regional estimates of 

xinderemployment have been given for Bombay State (displaced persons in 

Addendum t o para 5 

5 . 1 . Two ad-hoc surveys on eraploymGnt and unemployment, one in the urban 

areas of India (towns ^Ath population 50 thousand-above, but excluding the 

four big cities)^/ and the other in Calcutta cltyjjj, were conducted in 

September 1953 and September-Doconber 1953- The gap between the two regular 

rounds of the NSS, tho 6th and the 7 t h , was taken advantage of for the former 

survey. 

5 . 2 . In the recent rounds, the NSS is following the labour force approach 

in measuring the economically active population, ;vdth enp.hasls on information 

on the labour time disposition during the reference period: the tipio spont and 

the money earned in different activity status c^tegorios or occupations are an 

integral part of such information. 
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7 / 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 a week ("Statistical Abstract of the US, 1356", Table 2 3 7 ) . In 
Ceylon(l953), of the gainfully employed (excluding unpaid family 
workers in peasant cultivation and persons below age 14 or above 
age 60) , 15.2 per cent worked less than 2 0 hours a week ("Survey of 
Ceylon Consumer Finaiices," 1954). 

s / The recommendations of the UN Ecpnomic and Social Council have been 
set forth in "I960 World Population Census Programme", e / C N . 3 / 2 3 6 / 
Add . 1 , 14 February 1958. 

The dimension of the problem.of underemployment is thus seen to be fairly 

important—. 

7 . Sugr/yestions for Census 1961 : Ihe experiences of the National 

Sample Survey, coupled with the regoEmendations of national and interna-
8/ 

tional bodies-^ can provide a 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 status in classifying the population is 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. Of the 

two alternative aparoaches, ntunely the gainful occupation approach and 

the labour force approach, the gainful occupation approach would seem 

to be more suitable in the Indian situation specially for the national 

Census carried out at a single point of time. This aporoach does not, 

it is admitted, make any provision for recording the unemployed; 

supplementary question on a sample basis may, however, be asked if 

necessary. The unemployment in the usual sense has already been seen 

to be insignificant in the rural sector. 

8. Activity Status : The gainfully employed population may be 

classified into four usual activity status categories : 

(1) self-employed - employer; 

(2 ) self-employed - own account worker; 

(3) employee; and 

(4) unpaid household enterprise labour. 

9 . The category of persons who are not gainfully employed includes 

among others, persons living on returns from capital. Their number, though 
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small, may be useful in making trend comparisons in a developing economy. 

Outside the orbit of the gainfully employed, there are other important 

groups of students,hou3<r.7orkers, infirm and too young or too aged to 

work; there . is also the institutional population. 

1 0 . The whole population may then be classified on basis of the 

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

(a) persons with gainful activity : fl) employer; 
( 2 ) own account worker; 
( 3 ) employees; 
( 4 ) unpaid household 

enterprise worker. 

(b) persons without gainful activity:(5) houseworkers; 
(6) income-recfeipients:-

rentiers, pensioners 
and interest-holders; 

( 7 ) students; 
(8) beggars; 
( 9 ) infirm; 

(10) institutional population; 

(11) others. 

The icategories outside the gainfully employed may, if necessary, be 

condensed. 

1 1 . One operational difficulty likely to be encountered in this 

Context is the fixation of the required minimum amount of participation 

in economic activity, measured in termsof time, in order that a person 
household enterprise 

may be treated as an unpaid iMGKjfiaidmiajqsedaacAabour. The fixation 

of this minimum may be deemed necessary to exclude incidental partici­

pation in economic activity. It is, however, extremely difficult to 

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 informnt or the person concemed and to have 

some information on the intensity or extent of employment. 

1 2 . Industry-Occupation : Having classified the population by 

status of economic activity (and economic status, if desirable), it is 

necessary to cross-classify them according to means of livelihood. 

Separate classifications according to industry and occupation have 

national and international sanctions. The industry of an employed 

person is the branch of economic activity in which he is engaged and is 
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detennined more or less on the basis of the end-products produced therein. 

As disting-jished 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" and 

'fetanda-̂ d Occupation Classification" (CSO). Such long lists of codes 

may, however, create enormous difficulties at the, processing stage, 

in view of the huge amount of material to be processed. Therefore, a 

condensed classification rray simultaneously be made. The experiences 

of the National Sample Survey may be of great help in forming this 

c laKsi f icat ion as they can throw light on the freqnency of occurrence 

of various occupations. 

13. In Census 1951, the means of livelihood class V, "production 

other than cultivation", include agricultural plantations, forestry 

and fishing. These groups should more legitimately fall under the 

industry class 'agriculture'; the National Income Com'Tiittee and the 

National Sample Survey had allocated them to the agricultural sector. 

may also be pointed out that the Census of India 1951 presented the 

data on manufacturing, putting village artisans, more specialised handi­

craft workers and factory workers together. It should be useful to 

separate them out. 

14. Subsidiary industry-occupation : T'.e Census and the 

National Sample Survey have shown that quite a considerable proportion 

of the economically active population derives their means of livelihood 

from one or Liore subsidiary occupations. It is desirable therefore to 

distinguish between principal and subsidiary industry-occupations, 

judged on the basis of income accruing from the respective occupation 

or the tine spent. The same classifications can of course be used for . 

both principal and subsidiary industry-occupations. 

15. Measure of underemployment : The analysis of the question 

on the intensity and nature of underemployment in the NSS^eads us to 

suggest that in the Census too, an item on the intensity of employment 

may be canvassed on the national basis to-give some idea of the 
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9 / P.C. Mahalanobis : "Some observations of the World Census of 
Agriculture", International Population Conference, Stockholm, 
1 9 5 7 . The integration of the population Census with other 
Censuses lias also been recommended in the UN Economic and 
Social Council docuirient, "I960 world population Census 
Programme", E/CN3/236Add. 1, U February 1958. 

pbb. 

underemployment as could be obtained from the Census, by the intensity 

categories of nil, quarter, half, full etc. It is of course clearly 

understood that such a question which entails deep probing may better 

form a part of the sample survey oriented for the purpose of employment 

data. 

1 6 . Integration with agricultural Census : The possibility of 

integrating the Census of agriculture v/ith the Census of population 
9 / 

as suggested by P.C. Mahalanobis^ deserves serious consideration in 

this country where about 83 per cent of the total population live in 

rural areas and 7 0 per cent depend on agricultural occupations for 

livelihood. Such an integrated Census would have the advantage 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 measurement of the economically active population in 

general and the underemployed in particular. 



Preliminary and ConfidenticI 1CRNl/P.2y/f.( 

FIRST INDIAN CONFERENCE 
O N 

RESEARCH IN NATIONAL INCOME 

ISSUES IN THE ESTIMATION OP STATE INCOME 

S.G. Tiwari 
<D.S.B, Government Degree College^ Nainital) 

O A L O U T T A 

2 - 5 July, 1958 

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



ISSUES IN 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 

a State in a given period of time, say a year, provided that 

institutions, governments, companies and other associations 

of persons are included as members and that no item of incoao 

is either omitted or counted more than once. It is, there-^ore, 

evident that State income is the income received and not 

income originating in the State although for the purpose of 

estimation of State Incojue, it nay, 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 available. 

There is no doubt that the calculation of balance of payment 

is a very 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 States but this a'lone 

is not enough. There is still left out of account the trade 

on the border and the movement of goods by road although 

some data can be collected from the octroi barriers of such 

nunicipal boards or town-areas which happen to be on the 

l;ord.r. Further, data is also not available in respect of 

th- -"nount of remittances made from a State by the residents 

cf othor states or countries living and working there nor 

on 'aoncy received from the residents working outside the 

St it;,, A:i:biti*ary assumptions on this aspect of the problem 

-^ill not take vs far. Under such circumstances it may be 

or T-nyi'.to lefiuo the technique for estimation of net 
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domestic product at factor -cost with the objective of being 

able to estimate income received by the residents of the 

State more accurately. 

3. Por the estimation of State (as well as National) 

Income it is essential to finr* out the working force and the 

aumber of incooee. The decennial Census Report is the only 

document which gives in detail the number of workers. The 

Census Report of 1951 gives the number of self-supporting 

persons and working dependents - the sum of these gives the 

total working force. But the distribution of working force 

into different occupations is beset with the difficulty that 

an earning dependent is recorded with the occupation of the 

bead 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 that 

their relative distribution todq,y 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 

•ountry) has undergone a number of structural changes in the 

face of which such an assumption may seem to be of doubtful 

validity. Furthermore, the simple 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 avowed era of planning with 

the improvement in the standard of living and introduction 

of compulsory education and greater facilities for general 

and t o h n i c a l education there is a likelihood of reduction 

in t n j number of working dependents. Under these conditions 

+ -c decennial census may not prove to be very helpful in 

tl.o : : ; - ; ; iGG estimation of working force with its break-up 

::n\-> . : . i i : . r 3 n t occupations. It would be better if a limited 

•* l i e y tional Income Committee in its Pinal Report has made 
' .hj 8 a : i n n thi^. the distribution of working dependents 

<--o.:h livelihood class is similar to that of the self 
- .. ! ri th' ci'̂ '̂ <=! as available in Economic 
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census of population is conducted in the aid-year of two 

decennial censuses frr the purpose of determing general trends. 

4. For a satisfactoj/y estimate of State (as well as 

National) Inconj, it is dor>irablc to break the working force 

in different ocjupations into urban and rural areas. It is 

not always p o s s i b l 3 to classify a worker into a rural or 

urban one. There ar4 a large number of cases which are on 

the border line but for the purpose of estimation of aggregate 

net income it is neither very difficult nor unscientific to 

classify a person into the urban or rural category. The real 

difficulty arises v;hon the results 4o arrived at are used 

to indicate comparative trends in the rural vis-a-vis urban 

income. 

5 . --Jlhe estimates of State or National Income in this 

country have so far be^en used for the purpose of gauging the 

quantitative performanc- ^a. an economic system. It is true 

that in under-developed economics this aspect is very inportan 

But in a country with the economic objective of the socialist 

pattern of society it is equally essential to measure quali­

tative performance. Hence the^estimates of State as well as 

National Income should be so made as to bring out not only 

the pattern of production but also the pattern of distribution 

This i'.rplj.fis that progressive reliance be placed on the 

income u cthoJ r'ther than the product method. 

6' CoTTiin.i to sectoral estimates, the income from agricul­

ture is cstinated by multiplying the gross output by prices 

and then vncking deductions for seed requir emnnts, wastage, 

"Afield rid^et , interest on agricultural debt, operational 

CO -V -Jiu dep^^ociation of agricultural implements. Although 

harvoGt prices should in reality be used for estiaating the 

valuo 0.: f i g - I cultural output but the available data on 

harvest t v \ c c s given in Season and Crop Reports relates only 

to v;hc-lacalc prices at the time of. harvest. In the absence 

of a bctt-r alt>;r:iative such a price has to be used. Any 

a. b j - y d U ' ^ t o n fron : h l 3 to arrive at the harvest price 
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I s not at all scientific. But it should be borne in mind that 

the income so estimated will not be -̂ tThe income generated in 

agriculture purely. It will Include some of the activities of 

marketing as undcj:taiLej'i_by the cultivators. It may be added 

in this connection' that the wholesale price at harvest time 

has certain limitations. The produce coming to market need not 

be representative of the quality of the actual produce. In some 

car-es, specially in the case of poor cultivators and cultivator 

having small holdings, produce of good quality is immediately 

brought to the market while produce of bad quality is utilised 

for consumption needs; but in the case of rich cultivators and 

cultivators with large holdings produce of poor quality in 

large cases is brought to the market at the time of harvest and 

produce of good quality is kept over to be sold when the prices 

are high. With the growth of cooperative marketing there is 

every 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 subject it is difficult to say what margin of error 

enters into the present estimates of income from agriculture. 

The power of agriculturist' (except agricultural albour) to 

hold their produce has increased with a rise in the price of 

agricultur^^l pi-oduce and they have started consuming more and 

better quality of cereals. It is, therefore, advisable that 

WG should examine if there is any change in the hitherto acc^pte 

trend, as indicated by the Marketing Report, of marketable 

surplus of agricultural produce- which is taken into account for 

estimating the income of certain section of traders with the 

productKcthod and trade margin. 

7 . As regards seed requirements it is worthwhile to 

remcnbor that the quantity of seed depends upon the area sown 

and hence we should arrive at the value of seed by multiplying 

the area under the crop by seed rate and the retail price at 

tho tin:e o^ souinr. "It is true that a number of cultivators 
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use their own seed and do not purchase it from the market but 

in such cases also it is desirable to evaluate seed at Ihe retail 

prices during the period of sowing. The differecce between the 

harvest price and the retail price at the time of sowing is the 

income accruing to the cultivators in the capacity of traders. 

8. As regards wastage in agriculture, the National Income 

Committee in its Pinal 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 retained 

output it is considered to be a part of wastage attending on 

consumption. But every one knows that some wastage is always 

involved 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. Further sone loss 

in weight always takes place if the produce is marketed by the 

cultivators at 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 . V/hile coming to income from small scale and cottage 

industries it is realised on all hands that adequate 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 p a ^ i c u l a r year. Recently a 

number of surveys have been undertaken in certain States* but 

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

* i\.i-v^y ov ••:rna 10 vii lnd-:t=try in Iladi-as and Pajaathan, Report of 
the Tcvt-:i^;: Er-iu-.ry Conr:ittee, •i9345Vol:II and III-Anner.ures, 
S;r-vo^. of v. •. i , Tanning, Leather Work and Black-snithy In 
Bc"t.r..v: s Snvall So ale and Cottage Industries in Nagpur 

. CiT.;. ; o~ I ' . aio Industries in Selected Firl'as in Madras; 
Report 0 . Z i v - ; y of Labour Conditions in Industries in Delhi 
S'tatv".- r: o i ! ? . P.'-rvey c f Snail Industries in Various 
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collection of data has the advantage that m o r e "field can be 

covered in a short time. Although from the standpoint of 

general trend this data is very useful but for the purpose of 

estimation of State or National Income it has its limitations. 

As no records are maintained by most of the owners of small 

scale and cottage industries the information collected from 

then 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 account 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 tine during a year. It would be better if data is 

collected in three or four rounds in each 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 India) 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 as the 

wages and salaries of the employees of the enterprise living 

in the State will surely be included in the State Income. But 

the question is as to what part of surplus profits, if any, 

should be treated under State Income. It is a difficult task 

to determine it by verifying the assets and shares of the 

inhabitants of the State in the undertaking. The only way 

out 3eor;s to be to allocate a share of surplus profits for 

inclii-j t. in the State Income on the basis of general 

con .-1 i ;i n :is such as the place of residence of the members 

of 7.a:u Directors, Managing Agents, Distributors etc. 
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PRICES USED FOR EVALUATION OF OUTPUT: AGRICULTURE SECTOR. 

M.L. Sudan. 

The scope of this papnr is restricted to the prices used 

for the evaluation of agricultural comuiodities. After bringing 

out in brief as to v?hat 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. 

2, In the Punjab practically all the markets stand regulated 

and the coverage of 'commodities is fairly large. Weekly prices 

of each comir.odity prevailing in the primary markets and collected 
for 

from the market committees,/the peak period during which bulk of 

the produce is sold in the narkets (adjusted harvest period) were 

used for the present evaluation. In Kangra and Simla where ther ; 

are no market committees, the prices were collected through 

Tehsildars in the former case and personally from the local market 

in the lattor. Sirnla is just a city district with an area of only 

eight square miles. 

3. The primary narkets are those situated in surplus areas. Al 

the districts in the pre integrated Punjab except Kangra, Simla anc 

parts of Koshi-TOur and Gurdaspur are surplus areas in respect o^ 

foodgrains. But both for foodgrai ns and other agricultural 

commodities, during the adjusted harvest periods, there is 

practically no import cf commodities even in the markets of the 

deficit areas er.cept Simla and as -aoiejî jthe prices prevailing 

in local markets relate to local produce. In Simla there is 

very little local production and hardly any part of this is 

marketed. The- prices for Si.tila, therefore, relate to imported 

prouuce. Wo have, used these for evaluation in view of very 

little pr',,'<.;ction in the district. 
For ^ ..- j.,r:,-t̂  the State Incone of the pre-int e grated. Pun j ab 

^'l- '"-'̂  "̂.:-.'e:.i years endin.g 1954-55. This is the first study of 
I t s typ'v the Gtiite and has recently been completed by the 
iicorcr.i.-! •> otaoiaxical Organisation, Punjab. 
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4 . Regarding selection of centres, two to four markets well 

distributed in the area were selected for each district (except 

Simla) at the sane timo 'cesping in view the quantum of transac­

tions in various markets in the district. As already pointed 

out Simla is a very small district and the prices were taken 

from the local mar:ket. 

5 . ' The prices so collected were^ the modal prices of the aver&. 

quality of the different varieties of the commodities which are 

most commonly transacted in different markets. Beyonf this 

general rule we have not made any specifications except in the 

case of cotton where the prices were collected separately for . 

American & Dosi- cotton and use was made of separate productio 

figures for thete. 

6 . The last point requiring consideration is that of averag­

ing. Accord i'-ig t I the National Income Committee "the ideal 

average should take account of the regional disparity of the' 

prices, the qualify differences and the temporal disparity 

of prices. "oreover it should be based on a sufficiently 

large nu iber of quotations so as to minimize the sampling type 

of^error;- also the type of average used for estlnation should 
out 

be as e f v ^ j ent as possible".^ As further pointed^by the 

Committee, weighted mean of prices of the period in which the 

harvest yield is disposed off at the markets of bulk transactio: 

of these commodities, would be a fair approximation to this | 

ideal. Ve have, however, used the simple average of price 

quo cations as collected from various market committees in a dis­
trict f 

vh.-.l. 

.IT cva.luation of production at the district level, 

'^road pros and cons regarding the use of primary 

\ ;<,ces for the evaluation of agricultural output 

Fi'al vv,-oo.'t of tho National Income Comrai-ttee, page 29. 
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as against harvest prices are diacuased below: 

i) Hr^rvest prices nre generally collected through revenue agency 

and this collection forms only one of the many minor routine duties 

of the concerned offioi-^ Is. Consequently these officials do not 

evince much interest in the work; and the importance of such statis­

tics is neither realized nor proper care is taken in their collection 
/V, 

in most of the oasee. , ' ; 

ii) Tho covc.a^e of harvest prices both Jrespct,. of commodx«ies 

and ccnl;ro3 is li'nitfcd., 

iii) In the case of harvest prices, wo can ho.ve only a weighted 

average pric^ for tho State as a whole; weights being the quantum 

of production in each district. There is no possibility of having 

a weighted average prici,; at; the district level. As against this 

it is possible to have the figures of the quantum of transactions 

in the regulated Liar ret s (Prima.ry in the present context) and we 

can work out the '..'eig'ted average even at the district level. 

iv) If WG use prir.r.ry whol 3: a?..-̂. prices we will be over-estimating, 

the amount received by the f-!.riiier .to/bhe extend that the entire 

production is not marketed. Ihe use of primary wholesale price 

will thus require the deduction of the impute cost of transport 

from village to the primary market for the part of the produce 

which is not marketed, from the gross value of output of agri­

culture. On i:hG 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 estimating the 

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

p.^iriarily 'î Vo- ? froT. the very nature of our economy where the 

functi., ,> ij + r i jiition of the economic activity is not specialise 

to a hiy;, ^. :ree< While usin^ primary wholesale prices for 

evaiuation 'I r i" ul L uraJ output in the Punja.b we have, however, 



- : 4 : -

not mndG the required adjuf^tment following the Nalonal Income 

Committee practice. 

3, Again, prim'-.ry wholesale price is inclusive of certain 

market charges (payable by the seller) which has to be 

deducted from the gross value of output in agriculture if 

it is evaluated at these wholesale prices. In the Punjab, 

these char/^3S are fixed by market commibit?es and are known for 

each tnp.rket. There is thus no difficulty in making this a.dju5t-

me nt. 

9. Taking into consideration all the above facts, we thought' 

it best cc use, the primary wholesale prices for the evaluatior' 

of agricultural output and thus extend the scope of agriculture 

sector to include the transport activity of the producers up tc 

the prii. ary nirrkets. 1 

1 0 . In ths end, coning v,o the question of the proper agency 

for price report-..!; from pri.nary markets, the staff of the 

regulated nari...,ts .aas bee.: considered bett suited for the 

purpose, liot only can we get accurate price for a l-^rge 

nuTcber of coniodi^i^s from this agency but also the quantum 

of trc.r..'..::;̂ ctions v;hich is necessary for calculating the weightec-; 

average price. 
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A_conceptual framework for the analysis of 

The construct:) of i;-'tional accounts is now widely 

recognised as a valoslle anajytical tool because the composition 

of these accounts a-.a the intRr-relations exlsing among the 

components revoal .-ere sigr.'̂  f icantly the working of the economy 

than a purely aggregative approa.ch. It is still not possible to 

construct elaborate accounts for the national economy of India 

because (a) a large part of the economy is not narket-orientated 

and (b) sxatistical ga.ps are many re-yarding the detailed dafca f o ..' 

the econor;iy as a whole. V/hatever be the difficulties in tne cor. 

of the national economy may also be present at ';he -'•illage level. 

But attorpts ha-"-e boon mads in the past to present village 

accountij m as much detail.s as possible in order to throw 

light or the functioning of the village economy.* 

*PleTS3 rt fcr- tc Chol7 of Vol. I, T'.u-t I (The survey Report) of th-
Report of Lhe Co.i. '.t-oe ox I;^rcct:•.on, All India Rural Cr e cli ty Survt. 
1956c In chi^ c'vapLor^ an iuto;c o:-l iny cisoussicn has been T^-ade on 
"oiiixts in c:>/.u A N J flow of fun.V'. The problem o f balance of 
payu'jrte ji ilov of t'l-.nds %.o bet'i>?ocn groups or strata o f familie 
between ihj rural ai-ea and the rest of the country has been cons 
-ed. Various limitations with regard to the availability of 
suitable oato. have boen mentioned. In the last few pages of thi; 
chnpter, c.: .-oe sc.; :̂ t cash unc kind balances have been calculated 
FU: the 0^-1 ;;ir:,j ria3S q s a whole. The finrl conclusion 
ar;:>:.vcd tw^ cu-̂  1 this chapter reads as f j 1 1 ovs . It is 
n i . p o a:.xf.. o \-j .-nt- any social account tables on the basis o 
c i U j . - <Li\t:',. r i :;• ore uso:;;;,! i.n nany directions, especially FOV 
tl.\o li;:.;;ec l::; for v̂ î i''.a these wore collected, but they 
C!-ni-!Ot ""VI -rii t.:;i3 acd 11:-.onal uce. Such d:^ta would have to be 
s_ > I • t-.-.\ :-. •; r i; y v " I •'_in̂ _d3. '"ovicnr: r:,r;d ad c'i i. i o 1 i..:'e ca u t j. o n tak 
iy. xi-^'j, V • ••. o - r-i -̂ r •'J-ĵ.̂y ^-'-•• ̂ 1 e tc pi'j:;cnt social acocunt' 
v_:̂  • i r - i •• ' . j I ' - c ivtj-b?.). TirPjct, it fi.'peare; to the 
I-.'. T i - i ' i ' t ' b'"e c i ; 1 tic-a faced above were not me rel;-

'i..; .j T i c :iL t̂'-v-s vhioh r.r 3 iciportant no doubt tut thf> 
v-'er,: ;iy t̂ jo d e f i iii t i oral problems of what a r e the re-: , 
ĉ ,- ^ . ;v:,s (••: • i . - G c of pay ^n:t3 accounts of the rural area with 
th:̂  r^t. I oi -:â - vjll^. T^ar-^fo^'e, ^n this cnapter, what wo ha\ 

.irl. aiy, is to present a cl_o_ar picture of a vorking^mc 
- ' e'--'t;e";o r'^-iei' thai: any conc.:jGivc eviaence of aiiy' ŷ c'-:d 
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2 . In this paper an attempt has been made to indicate 

several tycc-j. :>-: v\l':^_j ••.aoxnts in order to study the nature 

and cjtnpoci ti<--;- u f :;bc rp-.'vs tput of the village and its 

d i s t r i b u t v-.n c o::J t o occ;'..iationai and functional categori 

V/o shall also -•••i..>o at tcry i? tn present a broad outline of a 

two socijor 'lodnl .-binj ti-.c flow of goods and services betwi 

tho v r l J . ; t r - 4 - ' . H ;i=G 'rest rf tu9 world'. Data about economic 

fioA'G b-j ."woar clif 'orent -..-oductive units within the village as 

v.'.-:ll c.~ bctwc?n t h . ; vill?---:;3S and the other sectors o f the 

oConor;."- '.'ill show tho do:;.'ce of the extension of d i v i s i o n o f 

I c x c o v r aid s p s c l a l i s a t i o n of economic activity in tVie village 

eco;-iomy v;ith it;:; ne c e s s a r y and consequential r e p e r c u s s i o n s on 

the struct-i.;re and .-lagnitudes of economic f l o w s , b e t w e e n differ 

u.!it3 cf the sa;:ie industry, b e t w e e n different sectors of the 

vll.lavo o-,-;-Dnrr?y . -'-3 v.-ell a s be t ween the villai^e economy and th( 

u;itsidc '..'u/:-id. ultin-^.ate o b j e c t i v e in such c. study would bi 

to derive C3r.-t.^ir. i".dic-i"'.owi1 h a view to characterising 

px'o gre 5 cix'o •irl . i::;:,:co gr e s iv.; oooiiorles p a r t i c u l a r l y from 

XAC vot/j.\: ;; c i ̂  'X the:)'- .rrowt::;. 

-f.-;- rj;,:.ioyj rc.-.a anc location of economic flows ar̂  

the thre.; crccial levers cf econonic change. The agencies whi 

are respn^.f^ible for the flows reflect the structural part of 

thi: GC.-ric -..a :;-..r̂ ĵ and vho\i thb relative evolution of the 

:--f.;iar-, or the -ucrti.ary production in the course of 

. :>\ : •:• : i:;r,->.,: ;.he pri-^-^crn of change in the form of flows 

i :>.;_:: -; .--i--. '—.h. or r.therwise of monetisation in the oconor 

• - C C , tcon of -.•IxC flovjs indicates the degree of 

i'-'^'-o- ci^illei' co.",iunity vith a bigger community 

-c xc cet&.on eacii ether, 

following accounts are required to be 

c riv; above ocjectives in v i e w -
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•The use o f G.NcP. in the p r e s e n t conte::t i s i n a c c o r d a n c e v/:.th 
the n o r : i " l co-ay^ of the p h r c . i . e . tho G.N, P. - f t r o vi.-.l-. e 
c o n s i c t c of a~ij,rc^,-c t i c n of oi--Gp'.ifc o f -roods and S e r v i c e s 
p r o d u c o i by the r e s i d e n t s of the v i ] l e g e ^ i r r e s c ^ c t w e cf v.-.-.cthe-
t h e y a r e p roduced in the v i l l a . j : ^ o r : ' i t c i d ^ , 

**In a hcu3eheld a u b s i s t e n c o type of cr.onomy, i t is d i f f i c : n . t , i f 
not i j i p " C hi e i to ^ c t the bi-eaicdc wr. c of tho incoirc c f the . c l f -
eir.ploy^d iv.-tc t r o i i t and intorc-stc 

(a) Distribution of the (r.N,P.* of the villaf-,'e by occupational 

groups such as, cultivation, arts end c r a f t s , +r'=io, Jgbo ir, 

transport and profossior and serx^ice. 

(b) Values of per cfioita, per v.-orker and per housahcJd 

gross output by occupation-'il {croups and also for ->;]iO v j 13 r̂ -e as 

a whole. 

(c) Functional distribution of the G.N.P. i.e. i^ito i ont ̂  

wages and income of the self rmplcyed**, 

5« It is, p o r h a p s , necessary tc clarify the hypct' :3i3 

of relating the diversification cf economic activity -co ' -,e 

rate of economic change. An objection nay be r^'ise'i 

this presumption that the p r o g r e s s of any econo:r,v i i r . . \ " t a 

by the fact of diversification of econcmic pctlvity, c/ l . 

broadly true on the national l e v e l , but certair.ly c.'c:. r: :> r.o.'.d 

on the village l e v e l . There Is force in this object:, 7 L 

is quite well known that, inside the village, there '̂̂  vcr, "'-'ttle 

opportunity of expansion of n'^n-agri culti?.ral ao-'.i-.'l-si c , ,, iv i;p t-

a point agriculture may help the deveiop^Tient of ot:iv;r ;->: ci " ""̂J. ;•; • 

activities such as those of a r t i s a n s , perforr^ancc i^f la-iovc and 

trade and transport services. In fa^t, this t^/pe of ch^a-s^ 

provides the first lin3: in the chain of successive chanf-es, final. 

. bringing a village unit into closer contact with the rest of the 

national economy^ Therefore when we nako the presumntion that 

if there is nors diversification of econonic activities it vili 

lead to faster rjJ '̂"-'̂ ''th, what is implied is the c o n p l c t i c n c. t!je 

full prooese starting from the initial stage of 1 evelopnen*- of 
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-. f . - . .-. ..I ;; c 1955 ' - 5 6 « villaoC sar^.-oys arc being conducted 
•;;:„• • J. o .J L t arul Bconcn:;'.cs .-iCi^oarch Section, Delhi School c: 
jjcono j.oby Iniversity c r L^lri frcn year to year in tho Pun 
cue c.:.̂ hv.-iur. Oit- r.ricts of Woe tern U,P, Every year nearly 1-
•CO 16 V ' - s ^ ? arc hoims surveyed. The surveys in the s ane 
v i i i u s Will repor.'jod aftor an interval of five years. 

agriculture and other ancillary activities and leading 

to more and more of marketed surplus and exports ultir. ately 

resulting in rcaxim.ar intjfjration with the rest of the economy. 

6. One nay point out that the same result ?iay cone 

about in the o^ter v;a:;' round, i c C , first syphoning i.vay tho 

surplus working force tvom village occupations to non--vi:lage 

occupations, which brings a-bout rapid developncnt cf 

agriculture a.nd anciilary industries inside the vil'^n.gOo In 

fact what happens in the course of econcTiic develop-ent 

is the simTiltane? ty of both the above pro res yes. 

7o Data for ten villages belonging to the Saha.;::i.npur 

district of U. Pt. and tho Gurgaon district of Punjab war a 

analysed and accounts mentioned earlier voro prepared*. It 

has been found that the share of the agricul Uiral o';Gput to thi 

total Cr., N » ? , of the villages is aprroximatel./ c5 per cent. 

It has also been noted that the e:rtent of eriploy.Te n-;; of hired 

labour is more in comparatively pi'osperous villa^jis than 

in thJ backward ones. .Finally, it has been noticed that the 

size of the protossion and service sector is an important 

indicator of the extent of integration of the village econom}' 

with the outside world. 

8, Since in the Indian villages, it is a common featun 

that re-'L oc tL*.. households follow more than one occupation, 

it may lo ar.̂ -i'.;d that the per capita gross output is a better 

inde;:at>:r c.i cevuloprnent than citner (a) the occupational 

divc.r :i:. J c uion or (b) the pattern of economic activity as 

ro'.'. . 0 - hy f r - distribution of the G.N . P , into various 

o 0 It ic-r.al groups, since the former is a reflection of bo + ' 

\,v} '--r; . ' " ' ) ' I - u t , specially in the context of a backward 
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agricultural economy, ir. -/hicb a .^- tcpss ot x-^-n'isd economic 

development is initio'; 3,; , any cc; ,par i ̂ >--n on p ire2 y per capita' 

basis would be invalid end even misleading sieply because 

there is a greater degree of hetorcgeneity boLe 'v:' th regard 

to (a) the pressure of population and (b) the ciffor nt 

degrees of combination of different occupation.e in •-. cerujle 

household, 

9» By looking into the account (c), it has been 

found, again in the context of ten villages menoicria: ea:'lier, 

that the. share of contractual income (i,e. re;*;;., a.-̂e wa:;o 

income) is higher in those village e v;hich hav- ':ecn 

characterised as potentially pros,pore as vill.',£i , vlicrc as 

exactly the opposite is the case e'ith the cor. y'nc :• .'.-/i_ly 

backward villages. It is approximately 23 pci e.;.;t i;- the 

former case and 8 per cent in the latter, Th.. '•-ve^'^^e .share 

of the contractual income, taking all the ten v-e'la^oG in the 

account, is approximately 16 per cent. Incidmtally, the fact 

that a very large portion of the G.N.P. consists of the income 

of the self employed households in the village has wider 

implications in the context of stresses and strains that occur 

in a developing economy. It 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 broad and generalised accounts 

i.e. with regard to the distribution of the G.N.P. into 

various occupational groups, the per capita, per worker,,and -pe-

household gross output and the functional di,stribution of the 

G.N.P. into rent, wages, and income of the self employed, a fe 

more accounts depicting, the flow aspects of the G.N.P. i.e. 

the nature of the disposal as between self consumption and sal 

either inside or outside the village, may have to be drawn. 

This will help t!3 in studying the extent of monetisation and 

the opening up of the villa.^c economy. In the first D l a c e we _ 
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shall calculate the proportion cf the marketod surplus of 

primary products both on the s.grrcg'^.to level and by the siz 

of holdings. Secondly, tho ::cal significance o f tho oneniij 

up of a village economy can bo broupot out only when we loc 

into the 'export' content of the raarl:eted surplus, 

11. .The characterisation of villages into progro'^sivi 

or retrogressive ones which may be arrived at with the hul-? 

the earlier analysis gets corroborated from the tables of 

marketed surplus and exports. For instance, the perceni,-^--

marketed surplus to total production in cultivaoioo varie 

27.7 to .53,5 in the villages of Saharanpur and f: j . ' 

to 24.5 in the villages of Gurgaon. The average j:ercontor3 

of exports in the villages of Saharanpur cones '-,o 43o3 v.rher 

it is 19.6 in Gurgaon. It should be noted tha-; the analysi 

marketed surplus and exports will remain inconpJ.ot;o i f we 

not relate them to the type of crops generally /o-'oducod ond 

marketed in the individual villages. 

A_vorking model of inflows and outflows -::? goods and 
services go an a f r o m t h a v:'. J. 1 ag e . 

12, The earlier analysis provides the setting for a 

study of the nature and extent of economic flows between 

different productive units within the village. This would 

bring out the degree of extension of division of labour and 

specialisation of economic activities in the village economj 

as well as the development of trade with the outside world. 

13. In order to make the picture of economic relatic 

in a snail community with a bigger community complete, we hi 

ventured in the following few pages to present a very tental 

outline of a two-sector model of .the inflows and outflows oi 

goods and services to and fro.m a village or a group of 

villages within a district. These inflows and outflows may 

noted activity wise (i,e., cultivation and crafts etc.) as 

also item-wise under the head of each separate activity. 
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In the model, the inflows and outflows may be aggregated 

activity 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 regional economy, must contain 

items relating to (a) the current -rroduction (b) the current 

consumption and (c) the capital transactions. Appropriato 

data for the current productive activity and for the capital 

transactions are being collected by us in the course of the 

village surveys being undertaken from year to year. Data for 

aggregate consumption itons for the whole year are difficult 

to collect unless the investigator stays continuously 

throughout the year in the same village. However, a part of 

the inflows and outflows of consumption items such as food 

grains, cloth, merchandise etc. may be traced threugh the 

transactions of the traders who supply the najor c onsuT.ption 

requirements of the village as well as through the sale 

transactions of producers, 

14» Once the decision is made with regard to the 

selection of items which should figure in such a r.odol, one 

would like to know the specific utility of such accoints. 

Prom the analytical point of view this utility nay be 

specified as followss-

( G ) ihesG accounts will further corroborate the 

conclusions arrived at earlier with regard to (i) the 

diversification of economic activity within the village and 

(ii) tho nature and volume of the marketed surplus and 

exportfco 

\'r>'; '^he number, nature and volume of items occuring 

in the ;Tc-jvts of the inflows and outflows will indicate 

(i.) t:... iovol at which tho villaae economy operates (ii) the 

natMi"-. • Tee starting pciJit of cccnoaic growth in the 

in<":;.--, ; e- auction and (liij t he potentiality of change. 



(c) By making an analysis of such accounts for 

auccessive periods one nay observe the change in the 

functioning of the constituent parts of the economy. Por 

instance, one may study whether the economy as a whole is 

•trading' more with the 'rest of the world', whether one 

functional 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 

economy, 

1 5 . 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 and taxes. It is generally maintained in 

a backward agricultural economy that these transfers from the 

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

economic development. Whether this is generally true or not 

may be examined in the light of observed facts. 

16. We have made an attempt to construct village accoun 

for all the villages separately and also collectively in the 

case of selected villages of the two districts of Gurgaon and 

Saharanpur. Obviously unless a sufficient number of such 

accounts are constructed for a large number of villages of 

different types, it would not be wise to draw from them any 

general inferences. Moreover, in the process of preparing 

these r c o .unts we had to encounter certain gaps in data 

which ziainly due to the lack of conceptual clarity about 

a few : iS in the accounts. For instance, the detailed 

breaks..... i . ' the capital transactions effected, money borrowe' 

and I-:- "i:.:. inrjide and outside the village and the direct 

consi.5_; y ..rchases by the resident households of the 

villa-Jr e either not collected or, even when they were 

Oollcc.'v'., . :rc nr. t al ' * 'F-VG c-ocoruhcnsive and accurate. What 

we cv' ; --.oent > account for one village onli 
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* Of these, 9 are accounted fer Individual villages and 2 are 
collective accounts for the selected vlllar;es ef C-urgaon and 
S-^rar^-^ncur C±3-*-ri c t S c _ _ _ - -

for the sake of illustrating concretely what we ultimately 

propose to do. This account is for the village Sohaypur gara 

in Saharanpur district whJch has been found, in tho eariisr 

section of this chapter, lo be fairly prosperoijs cniL.. b;U3 

greater potentiality for change than the other villa/: ̂ o, The 

items which are given in this accoijnt are self-exnl anat er Vc 

17. We would, however, like to present CGi'tair ;.5ntative 

conclusions, for whatever they are worth, which follow .T-r ir.. 

el even* such two-sector accounts a sample of v.'hich hay b een 

given in Appendix, They are as follows:-

(a) It has been found generally that the cultivpt.rs 

in the comparatively prosperous villages purchase oeec^ 

fertilisers, cattle feed in larger amounts froc oi?''side the 

villages and also they import tho services of labourers vho 

are resident in the neighbouring villages, 

(b) It is well known that the trading sector plays 

a significant role in the diversification and opccins up of 

village economics. It has been f o'ind that in cOEiriaratively 

backward villages, there is very l i t t l e of sales to outside 

people and there is quite a significant amount of imports of 

commodities which are consumed within the village itself. 

Similarly, the picture of little diversification of occupation 

gets corroborated from the fact that very little of wages 

or income is received from outside the village. On the other 

hand, in those backward villages, almost all occupational 

categories depend on some amount of wage income which they 

get by combining agricultural or non-agricultural labour with 

their main activities whether as an artisan, a trader or even 

as a small cultivator, 

(c) It is also found from the accounts that nixed farmin;' 

is widely practised in the villages of these two districts, Th; 
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from 

income/livestock production plays a significant role both 

with regard to the economic condition of the households and 

in the context of establishing closer contacts with the 

outside community, 

(d) It is interesting to note, Bubjet^t to further 

verification, that the total volury of inflows and outflows 

both on the aggregate level and on the basis of sop f . r : te 

occupational categories is comparatively nuch lowcv^ in a so-cal 

backward village than in the case of a fairly p r o s o c r o - a -r. Ling 

(e) Finally, it has been found that the share ozl 

unilateral transfers to the total agricultural production 

(excluding livestock production) comes to roughly 9 . 0 0 p e r 

cent. Therefore, it is pertinent to observe that the Phare of 

'transfers' do not provide any large disincentives to eoonomic 

development. Of course, one has to take into account the 

type of land tenure system prevalent in any particular context 

as also the general features of the agricultural economy of 

the tract conrerned. For instance, these two districts are 

situated in a region which is dominated by the institution of 

peasant-proprietorship with all its favourable implications. 

Added to this, in this North-Western region of India, agricultur 

has been made prosperous due mainly to the availability of 

water from various types of irrigation sources. Hence the 

relatively minor share of unilateral transfers in these villages 
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i t-•: 

i) afjrio ^irrov 'uoo 
i i ) livesiec^ 

i i i ) seec.r (•""'}: 
i v ) oai;t:.f x c e : ' 

v ) F.Y.M. 

s u b-total: 

30654 

6054 
- 12: -0 

2663 3 79 76 

A R T S _& C^".^^^'' 
lT"'5I^'s "or 'p? ' : :c ;uct ; p 1150 

ii) raxv m a t e i i a J . ;j 
ill) livestock p r o d u c t s 420 

s u b-total 1570 

T y sales 148P0 
i i ) livosiook products 1152 

I i i ) porchasea 

s u b - t o t a l 1543 

LABOUR 
i l v o s t o c k products 2410 

i T l i v e s t o c i r products 638 

533 

533 

9165 

9165 

i) wafTos p a i d to 
h i r e d l a b n u - . ' 

l i ) w.v.('o3 p n i c " t o 

i i i ) t o o l s r e p a i r s 

i ) wages 

1 ) w a g e s 

i) i n c o m e 

952 

952 

8187 

8789 

u n i l e . t o r a l t r t u i s f c r s 

1112 1) rent received 
ji) rent paid 

iii) land revenue 
925 
272 

2509 

190 

i"iPc 

569 
2552 

190 3121 26858 

2522 

15452 

10597 

9427 

1340G 

533 

9165 

grand-total: 4671.8 17694 17928 2309 190 3121 64C36 25124 

A r c o o i i t c : ' v i . M ..r--. ;''-.r C ny^ w i t h t h o r e s t o f t h e w o r l d . 
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A NOTE ON THE PRICES USED POR EVALUATION 
O P O U T P U T 

D.N.Lai and P.f>..Sharma 

Income is a monetary concept; and, therefore, the problem 

of evaluation of the goods and services which constitute the 

National Income is of a paramount importance. Naturally evaluation 

means evaluation at a certain price. But the problem arises v;hich 

price to use. The prices which are used for evaluatiorj must be 

the real prices. By real prices one means the prices which 

actually prevail in the market during the period in which the 

goods and services entering into the national income are prcJuced 

or exchanged. But again the problem arises which market to 

consider - wholesale or retail. 

2. If the wholesale markets are considered then again 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 a firm to or from one of its 

subsidiary firms may be cited as an example. There is a further 

distincti^on betwp.e^ -o-ne types of the-irho-ic-s-ale markets. Wholesale 

market.may mean the market where the tradera,engage in wholesale 

transactions with the producers only. It may also nean 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 wholesale and retail traders or even consumers 

themselves. In practice, it is very difficult to find such 

cleaacut 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 theoretical purposes. Even if we make 

such theoretical distinctions, there is a further problem - the 

problem of location of market whose prices we are going to use. 
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It is a well known fact that the prices differ from rural to urlla 

areas and even from rural t o rural and urban to urban areas. Some 

times we may find price differences between the various shops 

located at the same tov-^ o r - i l l a g e . 

3. If we decide to .,:s G the retail prices for evaluation of 

the goods and services, entering into our national income, 3imi3ar 

problem arises. Which retail market to take into consideration? 

The market where retail transactions take place between wholesale 

traders or producers and retail traders or between v/holosa.le 

traders or producers and consumers fiir between retail traderd theis 

s e l v e s or between retail traders and consumers. Then a g a i n the 

problem is of the location of the market whose prices a rc to be 

considered. Furthermore, the-prices differ from shop to shop eve 

at the same place, apart from rural-urban and place to place 

differences, 

4. Sometimes the problem arises that some of the goods and 

services entering into the national 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 national 

income. If we do this the national_income would be grossly 

vLnder-estimated. Take the example of the domestic service. If 

one keeps a cjaok 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 son, 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 are productive but if the same job is done for her 
husband or for her family, 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 

domestically consumed. For those goods and services which are 

generally marketed, there is no difficulty, as the market prices 
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not marketed at all. One solution lies in using the cost of 

production of these goods and services for evaluating them. But 

here again the problem o f choice of the location of the place or 

the producing units whose ccet o f production is to be considered 

raises some difficulties. 

5 . Thus we find that there are broadly three sets of prices 

at which the goods and services entering into the national income 

can be evaluated - wholesale price, retail price, cost of product­

ion. Even within these single types there are a number cf Mfferent 

prices. V/e have to decide which of these to use. At the very outset 

it may be mentioned that the evaluation cannot and should not be 

done by recourse to any single category of prices merticned above. 

:l combination of the three broad categories of pricL.s '«ill have tc 

be used depending upon the particulars of the goods and services 

to be evaluated and the availability of prices for these. 

6. The choice o f prices will also depend upon the particular 

method of estimation of national income adopted. Generally speak: 

if we use the census o f output method, the wholesale prices or the 

cost of production will have to be used. On the other hand if we 

adopt the census of expenditure method, the retail prices will have 

to be used. If we adopt the census of income method, either the 

wholesale or the retail prices or the cost of production will 

have to be used depending upon the nature of the goods and 

services involved and recipients of the income. In practice, in 

the estimation of the national income use has to be made of all 

the three methods, particularly in the case of economies like 

ours where either statistical data are lacking for some of the 

sectors of the economy or even if they exist they are of doubtful 

reliability. Therefore, evaluation will have to be done in some 

cases at wholesale or retail prices and in other cases at the 

cost of production, actual or imputed. 

7. Now we have to decide which particular wholesale or 

retail market out of a number of markets pointed out above should 

be considered. Generally speaking, we should use the prices 
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prevailing in genuinely wholesale markets. As already mentioned, 

by a genuine wholesale market is meant the markets where whole­

sale transactions take place between independent and un-connected 

producers and wholesale -̂ ra; :rs. All those goods and services 

for* which output data exist aud for which there is a wholesale 

market, should be evaluated at these wholesale prices. Of eo'irse, 

the ideal solution would be to evaluate only those goods and 

services at these wholesale prices which have actually entered 

into the market. Ihe goods and services not as yet avaiiatlu 'to 

the market and still lying with the producing unit should :>o 

evaluated at cost of production. But in some cases it may be 

difficult if not impossible to got the necessary statistical 

data '.'hich would enable such a clearcut allocation to oe made. 

Moreover,generally speaking,except for the initial period cf a 

depression cycle, there is no large stock of finished goods and 

servicjJ-S^yto be found with the prodii<iing units for any considerablt 

period af t-liiie- Therefore, it is not at all necessary or advanta­

geous to adopt this ideal solution. Only those goods and services 

for which no markets exist are to be evaluated at the cost of 

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

exist and estimate of the output has to be made by recourse to 

expenditure method, retail prices are to be used. The retail 

prices should be prices at which the consumers make their 

purchases from the traders. Of course, while making a sum total 

of these values for the derivation of the overall national 

income, the gap arising out of the two different basis of 

estimation (one wholesale prices not taking into conciderati'Mi 

the profit accruing to the traders and the other retail prices 

wliich takes into consideration the profit accruing to the 

traders) will have to be filled in by adding the profits 

accruing to the wholesale traders on account of their transac­

tions. In order to take into account the shop to shop and place 

to place differences, it is essential to use the average of the 

prices prevailing at a 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 f̂ oofl.s and services originating or 

disposable in the diffsrent regions at the prices prevailing 

in those regions. But 11 practice data are not available to , 

enable one to make cueh re^-.iciial breakdowns. Generally spesk-

ing, the wholesale prices uced should be the wholesale prices 

prevailing at either the Icrge centres of production of -.he 

goods and services concerned or wholesale prices prcva 1 1 .i r 

at the largo wholesale marketing centres. The retail p r x C B 

used should be the prices prevailing in the narkets in '».hLch, 

the expenditures taken into consideration are incurred. 

8. A word may be added here regarding the treatcient ef 

agricultural output. The agricultural outputs are ;;:erLerilly 

evaluated at the harvest prices prevailing in the rcgio-o 

concerned. But really speaking the prices used are not the 

genuine harvest prices. They are in fact the wholesale prices 

prevailing at certain important marketlrrg.._centres of the 

regions concerrLed during the harvcct period. ^ . t h i s extent 

the agricultural î -&ciirLe__i s~~-ê Vi,'._r-estiraated. Because these so-

called harvest prices are in truth,,̂ .. the prices secured by the 

agricultural producers (true harvest prices) plus the cost of 

transportation to the marketing centres concerned plus the 

profit margin of the wholesale trader at these centres. The 

agricultural output should be evaluated at the prices really 

paid to the farmers in the rural areas. Therefore, it may 

be desirable to i.-.O-ke a suitable deflation on the so-called 

harvest prjces reported from the marketing centres so as to 

eliminate the coSt of trcnsportation and the profit margin 

accruing to the wholesale traders. 

9 . Regarding the cost of production method, for the 

industrial sector it would not be difficult to get an idea 

of actual costs of production involved but f::r the non-

industrial sectors, particularly in respect of services, it 

is difficult to got any idea of the real cost of production. 
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Taking the case of doncs-cic service, the cost of productio 

will have to be measured in terras of the cost of maintenan 

i.e. the actual cc n.'uniption cost incurred by the person 

involved. Any other meaning of cost of production would t 

confusing and practically useless in such cases. 

1 0 . Coming to the problem of the intertemporal diffcron 

in prices, national income figures have significance for 

policy purposes only if they are given in, real -cerms, I'his 

in effect means figures of national income at the prico ol 

a certain base year. We need not go into the question of 

criteria for selection of a base year. It may, hcwevei', be 

pointed out that the base year must be neither one v.'!rlch is 

too much antedated nor one which is abnormal-.o.''iewed in the 

light of the circumstances normally prevailing over a docad 

or so. 
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- PRICES USED FOR THE VALUATION OF OUTPUT 
IIJ ^ :H^ ^ ^ S T I M A T J O N O F S T A T E INCOM.S 

J. K. pande 

For estimating the National or State Income by the 

product approach, +he t:ethod of evaluating the output plays 

a very important part. The exact method is often determined 

by the availability of data. To the extent the output 

approach has been adopted in working out the estimates of 

State Income of U.P. , the follov;ing 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. In the rural 

sector producer's prices prevailing in the rural areas at 

the harvest time have been used, whereas in the urban sector 

wholesale prices at urban mandies during the harvest period 

have been used. In most cases these prices have been 

obtained from amongst the data reported by the Economic 

Intelligence Inspectors of the Department; in other cases 

alternative sources have been tapped. For commodities for 

which producer's prices could not be obtained, urban whole­

sale prices prevailing in the harvest period have been 

utilised. For each commodity a weighted average price has 

been used, the average being based on a number of centres, 

important for the commodity from the point of view of 

production, weights being the quantity 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, be stated that for a few years during the 

rationing period, for the totally rationed commodities 

open market wholesale prices were not available; in such 

cases the godown issue rates were utilised. For the 

period rationing was at its apex, they amounted to roughly 

, 1 + -i T -; - r! -



' 2 -

Livestock products 

3. The important constituents of the total output of 

live-stock are (i) milk including milk used for ghee-making 

and curd-making (ii) nsct (iii) fish and eggs (iv) hides 

and skins (v) woo l and (vi; bones. 

( i ) Milk 

4. The total quantity of railk is divided into three 

components, namely; (i) the quantity used for curd m c k i n g , 

(ii) the quantity used for ghee making and (iii) t};e 

quantity used as milk. The total value is obtained by 

evaluating the three components separately. The cu.-̂ d and 

milk are evaluated at the urban retail prices, whereas ghee 

is evaluated at rural wholesale prices, the pricec being 

supplied by the field staff of the DeiDartment of Econonics 

and Statistics. Per each of t h e s e commodities, the price 

used is based on a number o f centres, important for the 

commodity from the point of view of production. Except in 

case of milk, where a weighted ave jrage price ia used, weights 

being the quantity of production in the region represented by 

the centre, the prices used are simple average prices, based 

on the average prices -D -^Dvailing during the year in those 

centres. 

(ii) Meat 

5. The total output of moat is categorised under the 

following broad heads :-

(a) goat meat, 
(b) sheep meat, 
(c) b u f f a l o meat, 
(d) cattle meat, 
(e) poultry meat, and 
( f ) pig meat. 

6 . Por evaluating sheep and goat neat, retail prices 

of goat meat obtained from 16 centres are used after working 

out a weighted average price, weights being the number of 

goats at each centre. Por buffalo 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 r r.d laifalo meat prices. Por estimating 

the value of E e a t i:.: -he ruial and urban areas, prices for 

rural and urban areas respectively are taken. Rural prices 

,have so far been estimated from urban prices on the basis of . 

the relation between rural and urban prices in 1953-?4 in 

Lucknow District. Attempts are, however, being now :nado for 

regular collection of rural prices from the rural ccntros, 

from where prices are regularly collected by the field staff 

of the Department of Economics and Statistics. Prfcos of pig 

and poultry meat have been deduced from goat meat p..-ices with 

a suitable adjustment factor for each, the adjustment factor 

being determined on the basis of the ratio which existed 

between the prices in question and the goafc meat prices in the 

year I 944 -45 as recorded in the Animal Husbandry Department 

file on the relevant marketing report, 

(iii) Pish and eggs 

7. Por evaluating output of fish, a rate of increase in 

the quantum of production has been worked out with the help 

of ostimated marketable surplus of fresh water fish for the 

year 1948 and 1951 and the value of fish in .1948 has been 

increased every year at that rate. This has had to be done 

because figures of output of fish every year are not 

available. 

8. Por estimating the value of egg production, the 

number of eggs have been multiplied by weighted average 

retail price from 12 urban centres, weights being the 

number of hens as given in the Livestock Census. Por each 

centre, price has been taken as the average over the 

financial year. 

(iv) Hides and skins 

9. An average weighted p-"ice for the financial year 

obtained from C centres in case of ' kips and 3 centres in 
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case of birTf-g, is .aend for evaluation, weights being the 

number of animals slaughtered (cattle in case of kips and 

buffaloes in case ox buffs) at the particular centre, as 

given in the Livestock Cenctc Rcpcrt of U.P. For obtaining 

the value of skins, distinc v-i .n has been made between prices 

of goat-skins and sheep-skins. Goat-skins have been evalu­

ated at a weighted average wholesale price from eleven urban 

centres while sheep-skins at a wholesale price obtainoc' frc-i. 

only one centre. Weights employed are the number of animals 

slaughtered at tho particular centre, 

(v) Wool 

10. A simple average of prices obtained from two centres, 

Kanpur and Almora, over the financial year has been utiliced 

for evaluating wool. The selection of centres accounts for 

•bKs c^uoJ.ity cf \'col. In the absence of any 

suitable data for determining'"•voi.iTrhts, only simple average 

has been utilised. 

(Vi) Bones 

11. No evaluation is at present made for bones, but it is 

proposed to take into account the quantity of bones exported 

from the State and steps are being taken to ascertain prices 

at which it may be evaluated. 

Forest products 

12. The Annual Administration Report of —th.e._^orest 

Department, U. P. , which is tho source for the required, . 

information, provides both the quantities and the value 

of the forest products. The value figures as given in the 

Report are utilised. The Report, however, does not 

evaluate the forest produce removed by purchasers, which 

is therefore evaluated separately but at the same price 

as worked out in the case of those enjoying rights, 

privileges nnd freo gr.ants. 
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Industrial output 

1 3 . The products which arc covered by the output 

approach are evaluated at their ex-factory value. 

1 4 . Por the sectors :\v: v-hlch income approach has 

been adopted, the method .loos not envisage utilisation 

of price data and for worlcing out the estimotos of 

income at constant prices the estimates of inccuie r-_ fc 

current prices are adjusted, on the bs,sis of Consvimer 

Retail Price Index I-Tunber for mill workers at Kanpur 

for that year. These indices are prepared and published 

by the Labour Commissioner, U.P. 



PreKminary md CmMential IC RN l/P.3-S/nC 

FIRST INDIAN CONFERENCE 
O N 

RESEARCH IN NATIONAL INCOME 

A NOTE ON THE RELATIVE RATE OP CAPITAL FORMATION 
IN BKIXiiL: IN THE- EOU^irC Sir̂ -OIc 

S.N, D;ts C-jpta 
(state Statistical Eiu-eau, Co'.'iriiiient cf West Bengal) 

C A L C U T T A 

2 - 5 July, 1958 

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



A NOTE ON THE RELATIVE RATE OF CAPITAL FORMATION 
IN WEST BENGAL I N T H E H O U S I N G GJJIGTOR 

S . N . D a s Gupta 

Estimation of capital formation in India has not been 

undertaken on a systematic basis. There are undoubtedly many 

difficulties and the task of an accurate assessment will remain 

problematical for a long time to come. Satisfactory estimates 

cannot be made until the statistical picture on the different 

aspects of our economy is available in a more complete forcn. 

2 . It may, however, be useful to study what light t'lo 

statistics that are readily available throw on some aspen'-a of 

capital formation. An attempt has been made in this pap.r t,; 

have a dimensional idea of the relative rate of aodition to -he 

housing wealth in West Bengal during the recent year.j baseci on 

the statistics that are available. 

3 . The estimates may be made separately for the three regions 

(a) Calcutta Corporation area, (b) Municipal areas of the differen-' 

districts and (c) rural areas, (in the non-municipal urban areas 

the housing characteristics may be assumed to be tho same as in 

rural areas.) 

4 . For the Corporation areas, the figures of annual realisa­

tion by the Corporation on account of "Consolidated rates" 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-assessment takes place in which case, the 

property remaining the same,, the value may theoretically go up 

or down. It should be apparent that the changes that are observe 

from year to year in these figures of annual realisation may 

arise due to one of three factors: (1) due to an increase or 

decrease in the number of houses that are brought un»ier assess­

ment, (2) due to a change in the rates of taxation or due to a 

change in the methods of valuation during the period or (3) due 

•to a change in the administrative efficiency of the tax-collect­

ing organisation. ' . ^ 
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6 . It is also highly probable that all these fslctors infiuen 

the figures not instantaneously but with a lag of at least one 

year. It may not be unreasonable to assume that any scheme of 

general economic improvement like the Five Year Plans would take 

about 3 to 4 years' time for their effects being reflected 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 

1 9 5 4 - 5 5 would be expected to reflect the situation as it obtained 

when the Five Year Plans were introduced. 

7. The Calcutta Municipal Act 1951 came into force on I'ay 1, 

1 9 5 2 and the rates of taxation were not changed after that e a b e . 

The published records do not indicate any change in the rr.te.j of 

taxation immediately prior to this date. The process c f r.vvalua-

tion of house-property is a continuous process and the va]uc^ion 

of a particular house may go up or down as a result of revaluatio 

But the work is slow, perhaps too slow to show a r e m a r k a b l e effec 

in the course of change in figure of realisation from year to yea 

If for any particular reason, the annual collection is low in one 

year, it should normallybe compensated during the nest year and 

we should get a high figure. The basic trend of figures ever a 

number of years, say 6 or 7 years, should not be affected by this 

sudden drop or rise of particular years, 

8. Under these circumstances, it may be assumed that apart 

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 largel 

balanced out each other. Under this limiting condition, it woulc 

appear that these figures provide a tool of measurement of the 

relative rate of addition to the house-property in the Corpora­

tion area. This may be taken as the relative rate of capital 

formation in the housing sector. 

C ontd...»3 
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"consolidated rate" may be considered as a fraction oi 

valuation (in the case of Calcutta Corporation thi:. f:,.aotioi 

changes according to the magnitude of the annual vriua-.ion. uut 

since a drastic change in composition of valuation o:'. nou s e s 

according to magnitude is not likely to take place v i t h i n a ohort 

period of 6 to 7 years, this fraction may also be ta' as a 

constant = k^, say) • 

1 1 . Thus the figure of realisation on account of nsoMr'ated 

rate = u = k^v = ^.^k^y = ky, say 

. Then du _ dy 
dt ~ dt 
d u 1 dy . 

and — — = — — = b ^" u dt y dt 

log u = a + bt 

Thus the relative rate of capital formation is measured 

by the coefic.T ont' b in the set up • 

log u = a + bt 

'•'hero V r-^nrcsents the annual realisation on consolidated 

rate ̂ . 

Contd...4 

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 =s f (t) and if wc have a number of observations , Y^t 

against time periods t., t„,...; , then = capital formation 
' n /\ 1^ 

in the housing sector per unit of time, ^"'^y ~ rate cf 

capital formation at the value y. It -r̂ ay reasonably be assumed 

that this rate remained constant o'-ov .he short pv" r.-" 

6 to 7 years, which we have taken up foo study. 

Thus, ^ If = b 

or log y = a + bt 

where " b" is the relative rate of capital formation. 

10. Annual valuation v, of house, may be looked upc . 

fraction of the total value of the house i.e. v = K.̂  I an; t j 
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receipts from conso­ budget estimates for con: 
year lidated rate in lidated rates in Calcutte 

Calcutta. lakhs) 
(••?;. lakhs) 

. (1) ( 2 ) 

1948 - 4 9 256 
1949-50 267 3 0 5 

1 9 5 0 - 5 1 294 314 
1 9 5 1 - 5 2 337 3C3 
1 9 5 2 - 5 3 3 3 1 3V5 
1 9 5 3 - 5 4 360 3 !: •: 
1 9 5 4 - 5 5 4 0 1 41,x 

relative rate of addi-
tion for the period 
upto 1954 - 5 5 0 . 0 3 2 0 0 . 0 ^ 5 

relative rate of addi­
tion for the pe-^-iod 
upto 1952-53(after 
which period the 
figures of Tollygunj 
are reported tc have 
been included) 0.0324 0.023 

Two separate rates have been calculatedj 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 actual 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 (I) the entire period 

and ( 2 ) for the period upto 1952-53. The rates, however, remain 

practically t::e same. 

1 3 . It is interesting to observe that the relative rate of 

capital formation is of the order of 3 . 2 per cent in the Calcutta 

Corporation area. This means thaVthe value of property that is 

added per year in the housing sector during this period is only 

3 . 2 per cent of the total value of house property. By all 

Contd....5 

12. Por the Calcutta Corporation this co-efficient has been 

calculated by the least square method and is shown in table (l) 

below:-

Table (l): relative rate of addition to house property in 
the Calcutta Municipal area. 
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Contd.... 6 

consideration, this is a poor state of affairs. Considering the 

acute housing shortage in urban areas in general, and in metro­

politan oities, in particular, and keeping in view the fact that 

investment in house-property is one of the safest investments 

ensuring quick returns in cash it appears the relative rate of 

capital .formation ought to be higher in this sector than in 

others. If the relative rate be 3.2 per cent in this sector, it 

is like'ly 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 capitalised. The capitalised value 

represents flow into this sector from all sectors in the economy. 

14. The problem of estimation .for the nunicipal areas is 

similar. The amounts of realisation on account of "taxes on houses 

and lands", are available in the • municipal returns. The rates of 

taxes to the/total annual valuation for different municipalities 

and for different years are also known. The estimates of total 

annual, valuation may, therefore, be made for each year, for each 

municipality. Since some of these municipalities arc quite sjiall, 

and as the relative rates are not likely to differ much withia 

the same district, the figures have been pooled up for each 

district. The air unt of land being now constant, on the same, 

arguments as in the case of the Calcutta Corporation, the changes 

in the estimates of annual valuation may be considered as due 

mainly to the change in the number of houses. 

15. If we now, therefore, fit an equation 

log u = a + bt 

for these figures of annual valuation, then the b coefficient 

will measure the relative rate of capital formation in the 

different districts. The fitting has been done by the least 

square method and the figures are shown in table 2. Some of the 

municipalities 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 
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annual valuation of houses (Rs. lakhs) in Municipal rela 
rate 
addi 

districts areas* rela 
rate 
addi 1948-49 1949-50 -i950-51 1951-52 1952-53 1953-54 1954-55 
rela 
rate 
addi 

(1) (2) (3) (4) (5) (6) (7) (8j (9 

1. B urdw««L-^__ ̂ 7 . 7 9 3 6.70 4 3 . 1 0 46.84 4 5.26 53.73 48. 52 . 024! 

2. Bankura 8 . gLT Wl^._0_ 1 1 . 8 8 1 0.02 11 . 5 4 1 5 . 1 3 13.81 .032! 

3 . Midnapore. 1 2.99 1 0 . 5 0 10 . 9 3 1 2 . 3 6 1-5-3 a. —1-7^4 6 17.27 . 034; 

4 . Howrah 142.5 1 142.98 157.70 164.11 185.61 183.58 255.17 .037; 

5 . Hoogly 5 0 . 3 7 51 .87 6 3.24 7 4 . 4 9 89.42 84.45 87. 22 .046( 

6 . 24-Pargan-
as 

Nadia 

145 . 5 9 149.00 170.72 184. 1 5 2 1 5.18 228.31 246.37 .041: 

7 . 

24-Pargan-
as 

Nadia 22.61 24. 64 5 0.08 3 0.27 3 5.84 3 5.48 36.01 . 0351 

8. 

9. 

Murshida-
bad 

Maldah 

16 . 6 9 

3.96 

1 7 . 9 9 

6.89 

17.26 

5.68 

18 . 0 5 

6.82 

1 9.08 

7.10 

21.93 

7.25 

2 5.78 

8 . 3 5 

.028C 

. 0395 

1 0 . Jalpaiguri 8.29 7.60 11.12 10.01 11.83 12.58 12 . 3 8 . 0352 

1 1 . Bar3 eeling 26.69 26.48 3 0.24 36.30 4 9 . 1 0 47.00 48.61 . 0532 

Total 476.40 484.65 5 5 1.95 593.42 685.34 707.01 799.49 .0391 

* Excluding municipalities, the figures of which are not 
comparable over the successive years. 

16. It would be useful to compare this relative rate of capital 

formation in the urban areas with that in the rural areas. Por 

rural areas no taxation data are available which can be directly 

associated with the number of houses. Por comparative purposes, 

even a rough estimate would be helpful and therefore it was 

examined how far the census figures were useful in this respect. 

Contd.. . .7 

for different years comparable, ooly those municipalities, figiires 

for which were available throughout tho 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 Burd'wan distric 

to 5.3 per cent in Darjeeling district. 

Table (2) relative rate of capital formation in the hoasc 
property sector in Municipal areas of West Bengal. 
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c a p i t a 1 ̂f^jruqa t ±D n 
d u r i n g l q A 1 _ V during 1941--.;-. 

This has been done in table 3 . It will be seen that for most of 

the districts this rate is less than 1 per cent. Only in case of 

Nadia and West Dinajpur it is slightly over 1/i and in Maldah it 

is very near ^fo, possibly due to large influx of refugees 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 

areas. 

The figures of census are ''known to be unreliable on account of 

various factors e.g. unhelpful attitudes of people and the 

political atmosphere not congenial for an economic assessment 

of the people. Butj so far as the numbering of houses by census 

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 tho census gives only a distcrted 

picture of the country-side. The other difficulty about the census 

is regarding change in definition. Tliere are obvious difficulties 

of comparison in the urban areas. But it seems that for the 

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" as given in the census. 

1 7 . Por the rural areas, however, we shall have to contend 

with the period 1941-51. Also since we have no satisfactory 

estimates regarding val\Aati.>9^r-5^houses, we shall have to be 

satisfied with the Qiim-ber of houses. Obviously if the standard 

of houses or the quality of the structures has undergone changes, 

the conclusion about capital formation drawn from the changes in 

--Qjamber oi houses will bo e r r o n e o u s to the same extent. 

18. Now, assur .ng a similar growth equation for rural houses 

as i n the case of valuation of houses in municipal areas that is, 

log y = a + bt (where y is the number of houses and t iS 
the time). 

we have , , 
log y ^ g s i _ ^1941 

b = • Yq - relatl.\re rate of 

Contd.... 8 
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Census occupied hou se3 in rola tiv e r-,to ( 
districts r u r a, 1 areas in thou. s ? n d (y) c 

-L r' 0 -
nan ye 

1 
1^31 iy4i 195 : IS--1-41 1>^1-

(1) (5) (4) (6) 

1 . Burdwan 352 . 2 339.8 415.6 '.0016 .0087 

2. Birbhura 208. 4 210. 6 224.8 .0005 .0028 

3. Bankura 222.0 .239.8 266 . 7 .0034 .0046 

4. Midnapore 563 .3 587.3 668.1 .0018 .0056 

5. Howrah 173.2 200.8 235.9 .0081 .0055 

6 . Hooghly 211.3 229 . 0 276 . 0 .0035 .0081 

7. 24-Parganas 410.5 598.4 640 . 3 .0164 .0029 

8 . C a l c u t 4 a • • • • • • • • 

9. Nadia • • 141.3 198 . 0 • • .0147 

10. Murshidabad 267 . 5 303 . 0 326.9 .0054 .0033 

1 1 . West Binajpur • • 1 0 7.5 142.3 • t .0122 

12. Maldah • • 141 . 0 176 . 8 • • .0098 

13. Jalpaiguri 205. 2 188.0 18S. 2 - .0038 . 0 0 0 0 

14. Barj ecling 60. 0 65 . 8 74 . 3 .0040 .0053 

15. Coochbchar • • 120.2 1 3 5 . 7 • • . 0 0 5 5 

2 0 , The rates for the rural areas may be considered as slightl 

under-estimates. The reason is that some cf the rural areas turn 

into urban areas and vice-versa during the inter-censal period. 

The net effect is, of course, towards gradual urbanisation of 

areas. The result is that the comparison of figures for the 

19. Just for the sake of comparison the change during the 

period 1931-41 may also be studied. Since figures o^-493l for 

'he districts which were partitioned, are 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 differences, Lor 

some districts, the rates for the two periods are quite conai'tini 

Table (3) relative rate of change in number of houses in 
rural areas 
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P.T.O. 

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 data are not available. 

21. Before concluding 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, there is some am 

of obscurity. The additional houses that spring up are obvious, 

assessed at current prices. Also there is a process of rcvalua; 

of old houses which is an attempt to pull up the a s s e s m c n t s as 

at market rates. But the addition is relatively insi . cant e 

the reassessment is an extremely slow process, I u . c oublir: 

materials it seems that it takes about 12 years to j . one 

round of reassessment in the Corporation areas, Oi. na.is basis, 

about 8% of houses are assessed at current rates ea'li year. In 

the other municipal areas this percentage is likely to be much 

lower if the system of reassessment is in operation at all. Thu 

it would not be unreasonable to assume that the compocent of th 

valuation of houses in Corporation or Municipal areac at current 

prices is an insignificant part of the total valuatioi. of houses 

perhaps not exceeding 1 0 ^ at any place. 

22. That the adjustment for current prices for that small 

part of the valuation cf houses (which may be considered as calc 

lated at current prices) would not affect the rates, would bo 

clear from a reference to Table 4. The Calcutta Building Price 

Index with 1939 as base (published in the Calcutta Prices Curre: 

& Money Market Report) stood at 324.6 in 1948 and gradually ros 

to 362.1 in 1954, an increase of about 1 2 ^ in the course of 6 

years. 
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Year Index 

(1) ( ? ) 

1948 325 
1949 331 
1950 340 
19 51 343 
1952 343 
1953 348 
1954 362 

23 . It is obvious that even if an assessment could be made 

the small part of the valuation calculated at current prices, 

a small annual increase of about 2% in the market rates would 

materially alter the conclusion drawn in this note.= 

Table ( 4 ) : Calcutta building price index, 
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U M A T E S 0^ GOVERNMENT CAPITAL FOPMATION 
IN Ih-IA BunJN^r _19 55r-JiC. 

B. Euraar 

In this paper an attemp-t has heen made to prepare 

the estimn,tes of capital formation from capital expenditure 

incurred hy Central, States and Local Gcvernments dt;ring 

1955-56. The capital expenditure has neon classified into 

new workfti, renewals and replace'^ents, nut purchase of assets 

and increase in stocks. The diPtrifcutior of capital expendi­

ture by departments and by character has also been given. 

The former includes Railv;ays, ComnjunioaticxiS, Irrigatlcr 

V'orks, Multipurpose river schemes. Electricity s c n o m a s . Civil 

Works and others. -In the latter distribution, a distinction 

has been made between expenditure on buildings, roads and 

bridges, other construction and works, transport equipment, 

and machinery and other equipment, 

2 . Tho public authorities generally prepare financial 

accounts which show details of their income and expenditure 

and form a useful material for the purpose of estimating 

capital formation. A distinction is usually made between 

the items of "expenditure met from revenue" and the "capital, 

accounts not met from revenue". In order to prepare an 

estimate of government capital formation, it is necessary 

to examine carefully all the items of expenditure both 

"met from revenue" and "not met from revenue", 

3« The disbursements of the Central Government are 

classified under different groups or "Heads of Account". 

The cost of constructing or acquiring a concrete asset of a 

lasting nature, which yields revenue or which avoids a 

rec^irring commitment, is classified generally as capital 

expenditure. Among the various Heads of Expenditure are 
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also included the following; 

83» Payments of Oc.i-.utee V il̂ ie pensions. 

85 ̂ . Capital Outlay on Sterling Pensions. 

85 . Payments to Retrenched Personnel. 

8;««D. Capital outlay on vayments to Lisplaced Persons, 

86, Defence Capital Outlay. 

tiT. Capital outlc.y on Sc'hornjc of '.c/ern:ient tracing, 

" 3 , Grant:* to States for De re lo rr.n:;nT» 

4 . :.n cxamir.itio'i cf the expcndit :r3 clausif 1 c' under the 

above "7eads of :-endlture" shown that :-.t Is Cilfnc.lt t-

include vholo of th . expenciture unu>.-r t*-.cse itorts xn the 

catital forniatic; of the Central G-eyet: . o t " - ; tlthoit:'i tnc^y are 

classified as cp^ital expenditurcc The excjinliturc j.ncurred 

for po.y':ients of cci^muted value ofpensions or payments to 

retrenched personnel do noi. result in the creation of a tangible 

fiy.ed asset of the' Central G-orornmentt, S i m i l a r is the easo for 

expenditure on "Capitnl Ov.tlay on Sterling Pensions". The 

payments to displaced persons m.ay be in the form of nroperty 

or In cash as a compensation.. They are transfer payments and so 

cannot bo included in the capital formation of the Central 

Goyern'-ient ,• 

5. The expenditure on "Defence Capital Outlay" presants 

conceptual difficulties. Tho problem is whether whole of the 

expen:*itare should be excluded from the capital formation of 

tho Ceiitt.^al C c'/ernne nt, The publication "Defence Services 

Esti.i 1 a-i.,es" docs not give details of the expenditure on 

buildings and other works constructed by the Defence Department 

which, could be ±nvl uded in the capital formation pnd so the 

only rlternative ±^ tc classify all e:rpcnditare under 

"Defer cc Capital Outlay" as expenditure on c nnsunr 11 e n. 

6 . '"''ho expcr'ditnrc under the Major Head 37 "Capit'.l 

Out.lay on Scliemes cf Government Trading" covers the material 
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and equipment under the TtC.A. Programme, purrjhaso of cotton 

under the American Aid Programi'^e, natevial ard equipment under 

the'•tio''lom^o' i>lrn, ̂ scherde' 'f'or ' the TniraliaEre'^of fertilisers, land 

' reclana'fion Schem'e,••import d'f su.c^ar, material arfd equipment 

The recoveries and receipts from the acove Koiem.eo o,re a.l so 

included in this !?ajor Head. The proocdr.re^ adopted in tho 

Pinal Report of tho National Income Committee v.-as to relegate 

the pi.iro purchasing and selling a.ctivity '..nder tins ii'ij or Plead 

to the borrowing account. There is no dif-'iculty in the clo-sSsi. 

fioation of ex-pondit-jre innu'^red en lai^d jclana.tlnn scheme 

but the problem is \.'hethcr the pure nurcha [.In;;̂  and soiling 

acti''.''ity should be relegated to the hor-rowi ng account or the 

net expenditure under the schemes should be classified as • 

"chanA-o in rtock", ' '̂ 

f^-y/rQ. -Ibftĵ aTipeTŝ -i-tur.ej-undfr t^e Major.Head 88 .."Grants to 

States for Devolopnent" is excluded frou tho capital formation 

of the Central Government as.tlie capital formation thkes place 

only in those Staxes which receive the grants and later on 

spend tho amount on their various development fichenos. 

8, Examination of the Heads of Expenditure in the revenue 

account shows that Majo.- Head 1 9 "Construction of Irrigation 

Works finanoeu from ordinary Revenues" and Major Head 5 5 -

"Carita.] Ou-i-lay on pacoficity Schemes" consist of the items 

of cnpital expenditure and the amounts involved in these Major 

Heads can be included in the estimates of capital formation, 

9. Por-ex^en''i"ure incurred on Civil VorVs, there are two 

major Heads, Major Head ["̂O "Civil V/or^s" and Major Head 81 

"Capital Outlay on Civil '••'or.ks". The former is in tno revenue 

account and the latter is in the capital aocount. Prom the 

*i' .n -;opor-!; of i^ho K?ti'..n-... Iv^-^x^a Con ̂ it Joe , Ir b r u a r y , 1 9 5 4 . 
:J:̂ o D-n .-..r-i.nGnt of i;ccn;'Jo J^fxairo, Minif^ry ol linancjo, 
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:i-cnl nal;nry -^Jnorandun on the Budget of the Central Government 
fen 1S56~57,. PcSO, 

.'Ttbaacd Pi*mncu and Ĵ ov >nue Accounts, 1-9A6-'47-, p'.233. 

year "'gSS-ST onwards, the works which cost Es«?0,000* or aore 

are included in the capital account. The works costing less 

than Ra.20,000 are Included in the capital account only if they 

form part of a connected scheme, the total cost of which exoeedec 

Rs, 1 lakhe The expanditura on works which do not satisfy the 

above nr'.teris, X3 chaxnged to the revenue accounts. However, jfor 

the :/e:-.r "i95I>-i:'6. the financial limit was Rs. one lakh instead 

cf T-:,3r.:<C)./^0Q„ The prcble::: which arises for estimating capital 

fortnatioii in the governiiont sector iswheSh-^r this particular 

financial lliit stioulC. be taken into cor.sideraticn for tho purpoi 

of macir.,'? n dictinctior! between the current and capital excendi-

ture&:, ]?er th.o purpose of this paper all new expenditure on 

Civil '..••r :y has been treated as capital expenditure irrespective 

of the anc ant inv.,;ived. The second alternative is to accept 

th3 changing financial limit and also the revenue and capital 

clas^ifioatici; of the governraent budgets, 

lOo 'I'hc second problen ir. the Major ns.f.l 50 "Civil Works" 

r-n.i.'OF b^nutCSG it inci uces expeflditz-'i on "Repairs" in addition to 

ezT^nditure on "Original Works". Tho expenditure under "Repairs" 

a'.;: overaticn?? oth.sr than new works, which are necessary 

in M-dc.r oO mair.tian in proper condition works which are in 

or li.Viary u.s3-^*c Under -'Original Works" is included expendit«re 

oil j.il 1.. V, construction v.'hother of entirely new works or of 

plc^.. tic rjs anc adcitions to existing Works, as well as repairs 

t - A i y nnrchascu or previously abondoned buildings which may 

h, -ec.•̂r.:-.-y ccforo they can be brought into use. It also'" 

n.'oi .cc!r .11 3 ibstltuticn of one variety of work for anothe:?, 

such a.', tnat o f a tiled for a thatched roof to a building, 

v! iv tuc now wcrl: represents a genuine increase in the permanent 



- 5 •* 

V ann'. .n.n liuai_ac .tnd Revnetc Aooounts, ig46<-^7r P»233V 
I:,r;-n ;<..a.ei-t of the National Income Connittce, April 1951, 
i'bt ft t.e i:t of Jjccnonlc. Affaire., Ministry of Finance, 
" \ „̂ -:;.-en t of India, p. 9 6o 

•§lu« of %b» property as an asset.* She expoa41ture on 

"Original Vorks" may be included in capital formation but how 

far can it be Justifiable to include tho expenditure on repairs 

in the estimates of capital fornation. In the First Report of 

tho National Incone Comnittee, it was'stated that expenditure 

on minor repairs and annual oontigent replacements was not 

included in the capital account Prom this it can be concluded 

that expenditure on major repairs may be included in the capital 

«xpan4iturft« Vroa tlSk details avAilabls about tk* e x p a a d i t u r * 

itiC.ludoc: vmier Major I-ioad 5 0 "Civil Works" i t is not possible to 

segregate the expenditure on major repairs from minor repairs* 

Tho 3 lution of the problec is t o classify whole of the expend!** 

turo 'niicr repairs as current expenditure as has been done in 

this oa'er„ The ether al''rornative i" to include whole of the 

ex]v'. Jtr;re in .cr ni-u t.1 fc^'paticn. 

l-̂ , ";he third ni-eblen under Major ITead 50 "Civil Works" arises 

bepauje ±x does not contain any cetimata of depreciation the 

prov l^i . - i i for w:-;: ch should normally be made in tho current account. 

Por CG hji.-'^ting net .-•vrltal formation, the provision for depre-

ciati. 1 has bo be estimated. This problem of estimating 

der:.-1? tion dooG net arise in the case of Railways or Post 

an:T : nl_,;r^'nh v/hich maintain a Depreciation Roserve Pund. The 

re" • J to thi'i Jund are nade f rom the current account and the 

e:.;, .n' ; •. t.-.re fr;n: tn.ls n.ind is made to cover the cost of renewals 

atr^ f n. 1 t v - ^ . -;-r. It is possj ble that some expenditure on 

i - v - i • i.i: Lh-j ;•'ii ..r licad 50 nay be of tho nature of renewals 

ana .-n ,laocL-̂ K'̂ i> of the Civil Works. In that case it becomes 

t to a J-::.•(-•.rr-.tc the two items of prevision for depre-

^:..ti n .\Y.-} • c:-i,.>n.tati're onrrnevals and replacenonts from the 
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H I 

new 
o. o. 
i 

r G r 0'''-'a I'Jl r-.c^ 
'-Diir ci.ase J 

works '.^Q,-lace-'of assets; st 

HI 
(a) BY JURISDICTION 

1. Centre 
2. State 
5 . Local 
4. Total 

(b) BY DEPARTMENTS 
1. Railways 
2. Conmunications 
3. Irrigation works 
4» Multipurpose river 

schemes 
• 5 , Electricity schemes 
6. Civil works 
7 . Others 
8 . Total 

(c) BY CHARACTER 
1e Buildings 
2. Roads and bridges 
3 . Other construction 

and works 
4. Transport equipment 
5 . I'!achinery and other 

oquipnent 

6» Not purchase of 

I;.crease in stock 

234 
47 

23 

7o 

8, Total 

20 
29 

439 57 

20 

20 

-utai 

126 54 17 1 198 

287 2 2 _p 289 

26 1 1 ... 28 

439 20 -1 5 1 5 

76 52 1 3 132 

11 2 - - 13 

71 1 1 - 73 

53 - -1 52 

43 - - .1 44 

115 •* -4 109 

72 2 18 92 

439 57 20 -1 515 

m62 2 - 64 

73 • - - - 73 

-1 

.-1 

254 
76 

29 

20 

- 1 

515 

12, The estimates of government capital expenditre in India 

during 1955-56 are given in the table below, Fotos to so-o ofth( 

items in this table are given in tho end of this pn.pcr. 

Table : estimates of government capital arpenditure 
in India during 155:;-56. 

(Ps, croros) 
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13. Ihe dis-fcribution of government capital expenditure "by 

chtiracter" has one important limitation that it over-estimates 

the expenditure under item 3, "Other Construction and Works" and 

thus underestima-ces the capital expenditure under other items. 

This limitation has arisen because of the lack of soffioient 

details in the government accounts for tho purpose of preparing 

this particular classification. 

14. An examination of tke above table shows that the 

government gross fixed capital formation during 1955'-?6 amounted 

to Rs.496 crores (new j»?orks • 439 + renewals and r e p l a c e n e n t s = 5 7 ) . 

The provision for depreciation is estimated to be n s,8S crores 

which includes Rs,57 crores on account of expenditure on renewals 

and*replacenents 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 income in India for 1 9 5 5 - 5 6 

to be Rs,9,990 crores, the net government fixed capital formation 

of Re,406 crores forms 4,1 per cent of the national income. 
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N O T E S 

(a) By jurisdiction 

1. Centre: Includes the accounts of Central Government^ 

Railways, Communications and the States of Kutch, Manipur, 

Tripura, Pondicherry, Andaman and Nicobar Islands whose-accounts 

are included in the budget of the Central Government. 

2. Statest Includes the accounts of the former States of 

Andhra, Assam, Bihar, Bonbayj h^adhya Pradesh, Madras, orissa^ 

Punjab, Uttar Pradesh, Best Behgal, Hydei^abad, Jammu ahd Kashmii 

Madhya Bharat, Mysore, PEPSU, Rajasthan, Saurashtra, Travacore-

Cochin, Ajner, Bhopal, Coorg, Delhi, Himachal Pradesh and 

Vindhya Pradesh. 

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 

Villagn Panchayats. 

(b) By departments 

1. Railways, 2. Communications j Includes the capital 

expenditure incurred by Central Government only. 

7 . others ; Includes the capital expenditure incurred on 

Forests, Public Health, Agriculture, Industrial Development, etc. 

etc. , 

(c) Bv character: 

1. Buildings: Includes capital expenditure on residential 

buildings and non-residential buildings wherever shown separately 

froa other expenditure on works in the government accounts. 

2. Roads and bridges: Includes expenditure on National 

Highways, Provincial Highways, District and Village Roads, Road 

Bridges and Railway Bridges* 

3. other Construction and Works: Includes expenditure 

on irrigation works, multipurpose river schemes, electricity 
the 

sohonrs, etc. and other works not included in/above item Nos.1 * 

and 2. 
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4» Transport equipment: Includes expenditure on ships, 

railway locomotives and carriages, and buses, etc. 

5 » Machinery and other equipment: Includes the 

expenditure on tools and plant, printing press machinery, etc. 
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ii) A different scale is distinguished for each commodity, 

iii) The inc one G C LiJ- '3 V/ i i i C .'1 VQ fleets t he total effect of 
household coE.vuSition is a weigh'-lod average of the 
specific scaleo. 

iv) The net effect on consumption of the addition of a 
•person of a particula'r type to the household can 
ho predicted only if both the specific and income 
scales are known. 

The scales are estimated on the basis o f the oxpenditura equationi 

X , 

where x is the cou.-oumption of the hou3ah.>.ld, n^ arc the numbers 

of the i-th type person, M is the i nc ;rr.o 3 ? t he hous r.';iold- Two 

alternative a s s u r - t i o n s wore made a b o u t t a ^ form of the function 

' f . They are: 

f(m) = a + b log m 
( v i i t l - s m = m/L 

and f(m) .= an'^ 
f 

a, b, A and are constants. 

Rowritint the basic equation- as 

x/(c..log m) = bjlil-w; 

and xiiî  = A. Z Ji'\ ^ 

Prais computed the correlation coefficient be"^ween the composite 

variables on the left side of the equation and: the determining 

variable n^ on the right hand side. The correj^atlon coefficient 

is to be calculated for different values of the constants, and 

those values chosen, which maximise the correlation coefficient. 

The corresponding to this maximised value of the constants are 

then calculated. 

Criticism 

(i) Though Prais started with the basic eiuation 

•a/Z ,\ = / ^' . i,,^ in actual computation, he affects 

a si;-^:li f ication as 

assuMX.-;;. -ho atandr-rd of lii'ing is to be measured by the per 
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where y is the total consumption in a household and 4j are the 

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 income per 

capita is doubtful. 

(ii) Estimation of the scales in this method requires 

determination of the form of the Engel curve in the basic equation. 

(iii) The actual computation is a very laborious process 

and necessitates programming for eloctronic computer. 

The effect of housebold composition 

4 . Consider a household, with the composition vector 

(n^,n2...n^) where T)± is the number of the i-th type of persons 

in the household. 

5 . In principle, two aspects of the problem may be distinguished 

Pirst there is the question of how an increase merely in the number 

of persons in the household affect consumption, all persons being 

of the same type. Secondly, there is the comparison of the affects 

resulting from the addition of the persons of different age-sex 

groups. In the practical analysis 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 first question, the number of availab­

le observations is effectively reduced so that no significant ' 

answer is obtained. The answer given to the first question, 

though generally implicit, will plainly affect the estimates 

obtained as answers to the second aspect of the problem. 

6 . The total consumption in a household is an aggregate of 

individual consumption. Further an increase in n^ leads to an 

increase in the consumption of the commodity (the assumption 

implied here is that the households under study belong to one 

particular class of society). Hence a basic equation may be set 

in the form of a regression scheme: 

n ^ T. (,) 
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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 (l) with an additive error term, thus, 

* X ĉ . + ^ i^) 

it should be possible to estimate the coefficients i^i., J from 

family budget data, using regression methods so as -̂ o minimise 

the sums of square of residuals. 

7. The estimate OC^ is the share in the total consumption 

'y' which accrues to the i--th type of person. Thus it reflects 

the consumption potential of the i-th type of personr Consider 

a change in the scale such that ô , =1. Revriting all other o( 

on this scale we may obtain the relative consumption potentials 

for all i's (relative to the 1st type of person viz, the adult 

male). Theae relative consumption potentials iii- may be taker 

as the adult equivalent units specific to the commodity, under 

study. 

8 . The next step ie to derive general scales, otherwise 

known as all-item scales. One method is to obtain weighted 

aggregates (the weights being proportional to the amounts of 

expenditure committed on these various commodities). An alter­

native and one which is uniform with the method adopted for 

specific scales is to work out the regression between the total 

expenditure and the household composition. 

9 . This in brief is the general outline of the method. 

However, the restriction in the set-up viz. the non-negativo 

character of the'/^raises certain difficulties. To overcome 

these, the regressions have to be modified stage by stage. We 

shall discuss them in the following section. 

Difficulties in estimation 

10. Difficulties in estimation nay stem from two sources: 

i) Presence of irrelevant variables in the set-up, and 
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ii) Presence of multi-collinearity among the variables. 

The presence of these sources of difficulties nay result in 

either negative value to one or more of the estimates lA, or 

meaningless estimatoBy or both, 

i) The problem of irrelevant variables;- The problem of 

irrelevant variables is basic in the field of regression studies, 

(it is more popularly known as the problem of 'non-sense 

correlatiori). 

11. Consider the consumption of the expenditure group 'food'. 

In the study of 'food' it is usual to consider all the types of 

persons viz. adult male, adult female, adolascent, child and 

in'fant will have their shares in the consumption of food.^ 

However, in the last type,, the infant's pattern of food consump­

tion is vastly different from that of the rest. Further, its 

sharq/in 'food' is negligible, since -^he onlyiten of consumption 

of an infant in the group 'food' seems to be milk and the amount 

spent on 'milk'- in a v/orker's household is small. Thus the 

inclusion of infant in the set of explanatory 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 total of the household is about 

4- p.c. (refer relevant subsequent section). Thus in the five 

man expenditure groups-, which we have studied here viz.: i) food 

ii) clothing, iii) fuel and lighting, iv) furniture and household 

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

'infant' seems to be relevant in group iii and v. 

1) 'Usually persons in a household are so classified such that 
tho typos differ sharply as regards their ccnsum.ption abilities. 
Thus P^'ais enumerates eight different types viz. 1) adult male 
2) a'.ult female, ?) male of age 14-17, 4 ) female 14-17, 5) 10-13, 
6) 7) 1 K 5 3 ) <^1. However paucity of data, made us to 
V(!T\: v/ith onl:, five type viz. 1) adult male, 2 ) adult female, 
3': 'v;;ol.;iscGnt of cither s^x ( 1 3 - 1 7 ) , 4 ) child cf either sex(3-13) 
an.''' ':] infant of either SG:C ( ^ 3 ) . It should be noted that there 
r. xy be signi'leant differences in tho consumption potential-
itie-; hotween porsors of different sexes in the age group( 13-17) 
an! ilso between tho.'je in the a^o group (5 -13 ) so as to merit 
further sub:. ivision of the groups. Purthor the division of the 
ago jroup ( 3-15) into tw:. groups, may have to be done arbitrarily 
and i- is doubtful v.hethor such arbitrary division can load to 
better oati-Liation. 
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ii) The presence of nulti-collinearity 

12. in the regression set-up, though the variates may he 

relevant to the case under study, it is possible to obtain 

meaningless estimation due to the exxs'l^nce of multi-colli-

nearity among the variables. 

15. A complete study of this is made in a separate paper, 

and only a brief outline of the problem w i l l be f;iven hero. 

In the present work it is revealed that a linear relationship 

seem to exist between the variables 'adolascent' and 'infant', 

(lo be more precise, the conditional means of the 'adolascent 

variable, regress linearly on the 'infant' variable). This 

clearly shows, that the effect of the factor adolascent may be 

explained by a linear function of the factor infant* To that 

extent the effect of the adolascent is underestimated and as a 

consequence that of the infant overestimated, 

14. In such cases, i t nay be fruiful to study the regression 

patterns by classifying the sample of households as those that 

do not contain adolascents and those that do not contain infanta 

Tho estimates in such 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 variables nay be corrected, 

Gener.:.l scales. 

15a In estimating the general (or all-item) scales, a similar 

procedure i.e. r. regression set-up between the total expenditure 

arid t h e household composition, is adopted, 

16.: nov.'cver, i t is felt that the inclusion of the variable 

' i n f ' . ' . i t i n the setup', may not have much relevance, since the 

a r r u n t of expend!tare committed on account of the infants form 

a 11 r a r t of the total expenditure. Hence the work is 

or.i.r±:] e^.cluding th^ infant variable in RoK.S, of the basic 

equat-:. ,.<-.('.) and also taking total expenditure as total expendi­

ture Minus the cort of the infants» 
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fuel fu.'rii- r-i;.-- -jefisral 
food cloth- anl t-jvhous- coj.la-

• ing li/vht- a!i'l in./; nooup 

'I'i lie v.3 0 — 

quire-

(2) C3) (4) ^firr' (6) (7) f s V 
1, adult male leOOOO 1 , 0 0 0 0 1.0000 1,0000 1,0000 ^ ,.CCO0" *»0000 
2, adult female 0.4295 1.2617 0.5900 1.1015 0.02B2 0,1634 0.5662 
5, adolaacnnt(12-17) 1,0072 0.6736 1.0155 1. 1692 1 .'3194 0 , 9 3 0 9 1.0091 
4. child(?-13) 1.4049 1.9223 0,2996 0.0607 0,3295 0.2252 0,9279 

5. infant. — — 2.6437 — 1.8878 — 0.1302 
^Information relating to this group is extremely 
scanty. As such not much reliance may bo given 
to tho estimates. 

The 00nt of an Infant 

19, Generally expenditure on infanta is a minor item in the 

budget of a worker's household. In fact, during the survey of 

urbanization of Visakhpatnan, most of the householders answered 

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

extra expenditure due to infants in the household. This answer, 

thou,,'h startling nc." yet be true. It may be viewed that though 

there 3 no explicit expenditure due to infants, their presence 

nay oner, och inplicitlir into the expenditure of the household. 

Thus 1 : is quite usual in the Indian household for a mother to 

sacrifice her share in tlio family pvrse, in order to acconmoi^ate 

17. The cost of the infant is an aggregate of the infants' 

consumption bf various items in the budget. This aggregate can 

not be had at, directly, from the budget. It has to be estimated. 

The technique adopted for eiitimation of the cost of the infant is 

given in the next section. 

18, We give here the conversion scales both specifio(to the 

groups under study) and general, obtained from the study of 75 

working-class household budgets. 

Table (l): conversion scales for the main groups of expenditure. 

specific 
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— ^ °mi s T ^ ^fi + s T " ^ °hi m f h 

as the aggregate estimate of the cost of the infant in the 

household. Averaged over all households we obtain an unbiased 

estimate of the cost of infant. Actual computation, based on 

this method revealed that the average expenditure per infant is 

about ^ p.c, in the total. 

Cor c 1 vj '.ons_ 

22« The following conclusions may be drawn from this study: 

(i) Vomer's share except in the case of clothing is very 
low. 

• Thoijc :-i2cs are obtained by using the specific scales obtained 
ir t . i ' ; previous scetiono 

her baby. Hence though the total consumption may not change due 

to the addition of an infant to the housohold. the consumption 

pattern among the persons in the household may change a 

sacrifice in the case of a mother or the elder brother and a 

consequent provision for -She infant. 

20, Thus, at least in principle, a certain amount of expendi­

ture should be apportioned to the infant., Among the various itens 

of consumption in household budget, the only items of exp'jnditure 

in which infant has a part are i) milk, ii) fuel and li :liting 

and iii) housing. 

21, To estimate the cost of the infant, the following 

analysis is made: 

Let the expenditure of the household be Y 

and let the expenditure of milk in that household be Ŷ ^ 

Let the size of the household be S^(in the case of n i l k ) * 

Hence the share of infant in the expenditure on milk 

- J j l _ X C , 
S ' " ^ 
a 

where C . is the conversion scale of infant in the case of milk, ml 

Similarly, the share of the infant in the case of other items 

can be obtained. Hence we have the following 

^m Yf \ 
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(ll) Children between the ages 3-12 are responsible 
for a major part of the extenditr.re, 

(iii) The head of the househuld clr.ins that no additional 
expenditure is incurred on c.o-uunt of a^dit - .^n of 
infants to the househoj.u. Houoe it nav be ir.ferred 
fro:? ( 1 ) &::d ( 2 ) t h a t the infant is b..i":' i-Jovidcd 
at the sacrifice of others, pojsibJy tn-j auciascents 
anci vhe adult women. 

(iv) The head of tho household seen uainlj'- to rea.ijust 
or reallocate expendi '^uro on r:e"ib;̂ rs of t'" 
houf:./hold Pocn after L-p-. adciti-on to i; h: '".n 
infant, w i t h o u t increasin-' total exp .•y.ce. 
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NATIONAL ACCOUNTS AND wSBCONDAPY l^TLhT-:y: 

B. Cha-tter i ee *c A . Son 

Introduction 

At present our national income estimates include generally 

all commodities and services that may have an actual or rTinufced 

money-value. The diferentiation lev^<ihn the varioub joo^ors as 

shown in the current statements of national -'a:;omo 13 -lo. o 

less of a descriptive nature, V/hatovcr r̂r y tho apnro vr; c teness 

of this method to the concept of static v/e"" f arc in .i:e-->-cl 0-n'tcal 

economics, it is too inclusive to serve th.j nood fo:. 3 po 0 i lioally 

growth-oriented aggregate?'. This paryer atb'^cpts, •jhc;,7o-f ̂ r o, to 

examine the need for some appropriate additions to the present 

scheme of maintaining national accounts in India in -rdh,i ^o get 

hold of methods that might b^^ing out the constraints economic 

growth in an under-develcped econom3' ox our type, 

2 . We take r,;? tho point of d>-]vir;.ure for our inquiry the 

contention that nat:i-onal income shcv.ld be defined so as to exclude 

the tertiary sector, ocmo T^ast Snrc;.vjan o-oonoTnistc justify such 

an exclusion on the ground that the national income should be so 

defined that it is co-extensive with the most all-inclusive 

aggregate which, it is tho generally accepted object of policy 

to maximise. The Bulgarian economists, Eiranov, for example, 

writes: 'For Bulgaria, a poor country, it is important to estab­

lish the volume ^ f income/ which can serve as a basing-point 

for tho development of the economy.' The clej?>.r implication of 

this is that it is unnecssary, and may even be positively mis­

leading, to have the same definition of national income in 

countries at different stages of development, That, however 

useful it may bo to include all services i.u 'developed or hyper-

devoloped ocononics, in Bulgaria ( 0 - Nigeria) one c m afford to 

neglect p. whole lot of services, whether they are performed in 

the fanily circle or for ncncy consideration, bcavs^ they are a 

function of property and lack of opportunity to do anything else. 
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and alaoi^might add, because, being almost one hundred percent 

labour-intensive, they do not make any demands on the resources 

allocated or available for investment. Move than t h u . It is 

indeed implied that the movement in any index of inci-me which 

includes all tertiary production will actually give .̂ misleading 

picture of the progress o f a developing bat Ptill ua-J c r - l o vol oped 

economy, "(income and Wealth, Series IV, ' • c ' - c i a l Aoco o - J i i . ; in 

Eastern Europe" by 3. ?. Jao'cnaon , p. 

3. let us not enter here into the n i t o - o i e s of s:.-;.-;-:,';. criter 

for including or excluding a certain 5i'3cto.>: -^n the ~rcr._ oi 

flexible definitions of e c m o n i c activity, a c ti sat 1 c a i.e..as or 

the so-called overhead co£ito of runain^ ar"; ' tono-.y. ' : c i i be 

entirely possible' to adopt the polJ.cy -ar icn- :od d o f i n i i J i o a o f 

national income and the approach tc the vrri^-r-.s secto::.':- acegosted 

• in the foregoing quotation but for the implications o f the needs 

to adapt such a defcnition and approach to Lho exigencies of 

planning in a country marked by 's different stage o f dovclopaent' 

within the framework by a ' ni:'.ed __econpny' . The crucial question 

is to select the most important differvcntia snecifica that marks 

out the 'different stage of development' and the implications 

thereof for the assumption of a 'nixed economy'. In India today 

any such discerning has to take in vieW' the context of plan-target 

that seek to combine maximisation of investment, employment and 

income resulting in a tenuous amalgam of open - end expenditure, 

overhead creations and crnphasis on productive capital fornation. 

Under such circunatances, the whole question of sectoral connect­

ions and balances resolves itself into a problen of the relative 
income 

paces of the money-income and real ^ multipliers and their 

interactions correspcnding to different modes of self-expansion 

of capital. Arising out of this inter-relation, the course of 

the money-inconc multiplier over the secondary and tertiary sector! 

becomes an econonic issue of decisive importance in as much as 



in a cunulative process. Thus the exclusion of the tertiary 

sector from national incorie estimates would, while giving perhaps 

a more definite indication of the levels of economic j^rov/th, 

deprive the estimates of the ability to ur'l'^^'line tho vulnerable 

points of disproportions in the economy. At tho sano tino , the 

mere inclusion of the tez'tiary sec'.t'r in :':a.';ional incone estimates 

wilT not lay bare -̂ he int-^ractions WQ have in mind, i: pears 

that more elaborate and meaningful s ̂ '-tor 1 R:-.';i on of n'.;î .n:il 

income accounts hav ? to fce supplemontod Y^y attemp''"-a ;-> buiJ-d up 

ccrresnonding national balance sheets showing the na . :rc , coaposi-

tion, and levels of the a.o;̂ i'.^t3-base jenerainlng netionr 1 iroone. 

Before we elucidate our suggestions f^nther it v-ould c-s dc;5irable 

to appraise the irrplioations of the I j.fforcnt modec -jf celf-expan-

sion of capital prevailing in India anc! the Lr bearln.;.-:; on the 

volume and conposit.ion of na.tional income and asset-., 

S_o:?e datn. on Asset.': .'̂ nd Incfm£ 

4 . The essnt^-} * dir^f wuentia specifica' that narks out the 

stage of devcloprnf^nt in our country consists in the co-existence 

of different modes of self-expansion of capital. '..'he co-existence 

of such different modes (in Fconomic History) usually r.arks the 

transitional stage of an economy passing from an agriculture-

oriented backward node of production whose surplus accrues mainly 

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

alienation from the petty producers to an industrial node of 

prod^io-^ion whose eurT'lus a c c u e s in the form of profits from 

manufacture appropriated +hrough direct ei^ployment of wage-labour. 

The deoisive eccr.ionce of industrial capitolism is conditioned 

ty the final relc^^anion of morcantile capital to a position of 

subservience. S c long ap this does not come about,, oo-oxitence 

of tho diffe.-^ent ro'-'os of producing and rppropriating surplus 

values tends to set a pattern on the direction of real and 

mcnc-^a^y rosoiirces that hinc'ers the final s-iift in asaets -

pr of cr c o to v̂ ar d Indus tria.1 capital formation. This backward 

drag on the utilisation of rosovrco^^ is a+ thj roots of a 
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l/ Th.i Role of Lusinoss Conmunitios in tho Evolution of an 
Inlian Industrial Class by Helen B.Lanb /"^Economic Development 
FrO':';ranmo, India Project, M I '^^ 

2 / The Devciopncnt of Modern Business Connunities in India by 
Helen B.Lanb, 

chronically proximal disparity between the relative pace of the 

money-income and the real-income multipliers (expressed.either 

in an inflation or a deflation). It als-^ the effect-.of 

perpetuating the redundance of the unproductive sectors of the 

economy. Moreover, the ability of -^hc pcblic scctni : j act 

as the pace-setter of econonic dovolopmcr't is ,.,lao .'i-ble to 

be afflicted by the intermsshing of assets-T>ref cror c:-• prevail 

ing in the whole econofey. It has been n i n t e d out -.h-^.z "Any 

effort to understand India's economf c orgsr.isation r i.c: c ctart 

with the fact that Indian industrialists avc usually C!u.:.;0:3rs 

of old trading families, vhich still dominate the business 

activity of the country. The family exercises cqnticl through 

the instrumat of the managing agency firm, a legacy fro.i the 

British. The managing agency carries on extensive trading 

operations about which no quantitative•information is available, 

and' in addition, runs industrial plants. "1^'*** Again," 

managing agencies hf.vo becTi closely held while the companies 

which they manage have become increasingly public corporations 

with shares listed on tho exchanges. Historically, the managing 

agency provided a bridge between earlier and later forms of 

business organisation, as well as between connercial and 

industrial capital." g/ 

5. In pursuance of the 'conglomerate' nature of business* 

enterprise in India diagnosed by Helen Lamb, the following 

data or the pattern of shareholdings in the leading industrial 

centra of India, viz. Bombay, nay serve as some evidence of 

the intorncshing of assets-preferences in our economy. These 

data are basod on the results of Survey of Ownership of Shares 

and Securities - Bombay City (Pilot Enquiry) Reserve Bank of 

India Bulletin, February, 1955, P.116 - 124. These data 

relate to Income Tax Year, 195? - 55. 
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Table 1A: concentration and distribution of assessed 
shareholders and the value of shareholdings 
"by types of business at î ho to-p inooiie "evels. 

porcentr.f;o p.o. of o''':.or •.li2.p. avei'p.v-e m a r k e t 

income-level of share- manufa-- fIr.ancial v::lu..: o f share-
(fis) holders t u r i n g a.nd o thers " * h o l o i n p s C i n 

(1) ;2) (3) 

3 0 , 0 C 1 & above 9.B 

1 5 , 0 0 1 - 3 0 , 0 0 6 1 3 . 2 

15.9 

49.2 

Table IP: ratio of "financial and r o r " " holi: 
" u a n u f act vrinfi" and c: cv • : !:;ocnt 1: o 
to'-;ai iaco-i H st ooc inC''-̂ .o lo^'c!'.3, 

' O jO 
; :.. c " J 

income level vncome to 
to manu ; "acta : ' . ^ ::cC,;bc oa"' 'i-::::-^ (p.c.) 

( 1 ) 

30j001 and above 
i:;.ooi-5o.ooo 

î n,- 0 

6 . These -H\v;.i -^ablso, taken tOj^othor, shcv/ tliatj [u) 'Ghe two 

top groiips togeth-:;.- accounting for 23 percent of shareholders 

assessed to income-tax, ovn 66 percent of manufacturing shares 

and 5 8 percent of 'financial and others', and therofTr;?9 indicate 

a marked degree of concentration of share holdings in thee two 

top grups; (b) the lower of the two top groups accounting.for 

narly 50 percent of manufacturing shares ig left on a lower 

income-rung, though the markjjt-value of their average holdings is 

higher (Rs.146»9 thousand) than that of the topmost income 

group ( R 3 . I 3 5.B thousand); ( 0 ) in regard to the distribution of 

shareholdings an between "manufacturing" and "financial and 

otherc'', the" conpositio'h of the portfolio of the topmost group 

appears to be predominantIv non-industrial ('financial and 

others' being 140 per cent of ' m.anuf acturing') whereas in the 

lower incone-group it is predominantly industrial ('financial 

and othors' being only 28 per cent of 'manufacturing'); 

(d) v.i.ile the proportion of total income accruing to the topmost 

grc; V -!rough divi^^crds cn shareholdings is half of that for 
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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 through dividends on shareholdings. 

7 . These findings suggest the non-industrial orientation ol 

assets-preference as evidenced by the prepo ad eran ce of 'financia. 

and other', holdings in tho topmost i i iCoi i ie - i , roup. The reo.son is 

not far to seek. The topmost group with a lower avoraoe market-

value of shareholdings is able to get on to a higher inoome-rur.g, 

Hence the rate of returns on assets is likely to be hn£her in 

case of non-manufacturing holdings. It nay be argued, however, 

that this higher income is due to the contribution of non-divido. 

income whose ratio to total income is quite high in the topmost 

group (30,5 per cent). But in that case nince the universe of 

manv^facturing Industrie's is more or less fully covered by Joint-

' Stock Companies, tho income originating in the sector outside 

the Joint-Stock Companies must accrue mainly from non-industrial 

modes of operationr.. So the conclusion remains impelling that 

tho non-industrial group gets on to the higher income-group by 

dint of its larger share in non-industrial modes of operations. 

That salary-inco'ne does not account for any substantial part of 

non-dividend income is indicated by the faeL that only 2.8 per 

cent of the assessces in the top group were Salaried persons. 

The proportion of salaried assesseos in the lower group was 14,9 

per co-3t, 

8. Thus, it will be apparent that the topmost group with a 

lower average value of shareholdings and lower proportion of 

dividend - incorao to total income can at all get on to an incone-

rung higher than the industrial group only if: (l) the returns 

on its r.on-manufacturin^^ shares are such as to outweight lower 

per capita value of share-holdings, or (2) tho sources (mainly 

trade, commorco and managing agency, e t c ) other than Joint-

Stock Co*^panies from which the topmost group draws the over-

whclnin;:' portion (80,3/^) of Its income, yield returns high 
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enough to offset the advantages of a higher per capita value of 

share-holdings and a higher proportion of dividend-income to total 

income enjoyed by the lower group. In either case, or in case of 

a combination of both, it is plausible to presume t h a t non-indus­

trial assets have a tendency to yield comparatively higher returns. 

We may take this feature as an explanation o f the faot, +hat in the 

highest income-group assets-preference v/nks overwhel :•; n,'ly in 

favour of non-industrial a a s e t s . . This should also oz '-'=.ir. why 

even in case of the industrial core of tho share hol;:'r,o 'i.e. 

the lower income-group) the proportion of r o n - d i v i d e ' - 1 inoome to to­

tal income is fairly high (63 . 1?5). 

9. Apart from the questibn of dif f eren "lial r e tu^ is on indus­

trial and non - induK trial assets, these facts illustr-:e -̂ h.at the 

groups ruling the rcost i n our economy partake of tho tondoncies 

inherent i n comraeroial-cura-industrial conglomerates. There are 

reasons to believe that these groups, with their prototypes lower 

down t h e economy, jeopardise the balance of the price structure 

atihe very first symptoms of a spurt in money supply and/or of 

apprehensions about real scarcity. Herein lies a najor clue to 

the inflationary and deflationary oscillations that have become 

chronic in our economy. 

The weight of the non-industrial sector 

1 0 . The question of the relative weights of the two modes, 

namely, industrial and'non-industrial, in our economy arises 

naturallv as a sequel to the evidence cited above regarding 

the conglomerate nature of investment preferences. 

Income-tax statistics 

1 1 . The following table is based on Income-Tax Revenue 

Stoti.stios for four consecutive years, published in Reserve 

BarJ: -f India Bulletin, June 1 9 5 7 . In these tables "Industrial" 

mean^'• the total of assessed income originating in Factory, 
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19 52-53 '1953 - p4 ,1954 - 5t ' ' 955 - 5̂ > to of 4 yr 
category of assess' .ajssas » ' »'>-s3cs>-' '• .Ossass- -sas ? 
industry ed ' 'p.c , • .d '/« ' p. c.'-^d -^.c, - - •p.c,.''' P*o. 

i"'.cotio' .income* 'inco-ne ' lineono" -••J: ' 
-r 

( 0 ) (1) • ( 2 ) . ( 5 ) A S ) ;(7) , ( s ) : (--^ , ( lo) 

Industrial 150.45 36.S4 175.90 ->8.64 1-'i9.50 34-80 îS.'IO 37.:-? •5o...V; 36.92 

Non-
Industrial 232. 12 56.84 249. 61 54.83 251.73 58,68 252.74 55.90 986.20 56.52 

earvices 25.82 6.32 29.75 6.53 27.9S 6.52 30.89 6.LI 114-44 6.56 

total 403.39 100 455.26 100 429oC1 100 452.11 100iv4.77 100 

Tho Vfery high proper tion of assessed i'.come originating in the 

non-industrial catogcry is self-evident in the abovetablo. Taking 

the t'>tal of four years, the non-industrial sector as defined abov 

Qcrm - Td for 56. 52̂ "̂ ! of the total assessed income. The share of 

Trade i.nd Finance in the non-industrial category 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-

irdufi'-rial category over the four years works out to be 93.86^, 

In Che category of Trade and Finance we have included income 

fro retail and whole sale trade in commodities as per statement ' 

(.'â G 555 op. cit.) 

• Bankini-- Statistics 

12. c'me rrcbings into banking statistics in India also 

reveal the relatively larger extant of non-industrial operations ] 

ccrrif'-i through out organised financial sector. An examination 

of •̂ 1;̂  distribution of cvncr-ghip of bu.^iness demand-deposits 

with; scheduled banks in the country shows that during the period 

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 2A: distribution of assessed income by industrial, 
non-industrial and services (Rs. crores} 
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December 1952 to December 1956, the proportion of total demand-

deposits accounted for by the manufacturing sector has been in 

the neighbourhood of 10 to 12 per cent, while that by the trading 

sector has been 23 to 26 per cent. In other words, the command 

over bank-deposits weilded by the coamercial sector was more 

than double of that owned by the manufacturing sector. 

13. Further, a table in the Reserve Bank of Indio Bulletin, 

October, 1955, showing the percentage distribution t number of 

accounts and volume of all demand - deposits by size o>f accounts, 

during the period December, 1949 to Juno I S 35, revealJ that the 

size-class of accounts - Rs. 1 lakh and above, constituting 0.6 or 

0.5^ of the total number of accounts owned between <2 and 46^ 

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

marked degree of concentration in ownership of bank-deposits. 

14. As for bank advances - althoui_ . in recent years there 

has been a slight rise in the relative share of the industrial 

sector, - "the bulk of the advances of scheduled banks still 

continued to be extended to commerce reflecting the predominanuts 

ofcommercial activity in the economy." (R.B.I. Bulletin, October, 

1957, P. 9 8 4 ) . Thus the features of our banking system regarding 

ownership of deposits, distribution of deposits and advances by 

business types suggest that there is predominance of commercial 

activities in the economy coupled with substantial concentration 

in tho ownership of financial resources. 

C_omme£ce, secondary inflation and national accounts 

15. The preponderance of non-industrial income in the 

universe of incone-tax assessees, of trading deposits among 

all banking business deposits, and the concentration of owner-

shin cf liquid money taken together may serve as pointers to 

the .-̂ oopo for profit opportunities in mercantile operations . 

obtaining in our economy. In economic a n a l y s i s s e c o n d a r y " 

inflaiion thriving oh specula^ih.on is usually taken as a sequel 

to conditions of p-imary inflation, the la-tter being symptomatic 
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of a basic imbalance between the demand and the supply situation 

in an economy. But a relatively higher weight and command of 

mercantile business in the economy may bring about speculative 

distortions in the price-structure unrelated to the conditions of 

production and real supply. This higher weight and connand of 

mercantile business, in ite turn, is supported by and thrives in, 

historically, the pre-industrial-revoluticn stage when petty prodi 

tion prevaj.ls a t the base o f the economy, A"d that 1.3 indisputat', 

the situation obtaining in India even now, 

16, It is customary to diagnose the econ l i i ic f luct u:'' ion H in a 

country like ours t o be mainly of prices and incomes ro.-. her than 

output and employment (vide Dr. B.Datta's "Economics of Irdustria 

sation"). This would really resolve itself j n t o the persistent 

inelasticity of real investment ("investment" defined to exclude 

inventories) in the face of changing incentives of the price-

income situations. Thus, on the one han , given a certain degree 

of effective commano over liquid resources, fluctuations in market 

expectations nay g i ^ e rise to wide scope for profits through the 

price-mechanism anfi generate the forces of secondary inflation, 

'thereby altering the distribution of incono; while, on the other 

hand, the inelasticity of real "investment" (defined to exclude 

inventories) tends to perpetuate the structural hoid-up of the 

elasticity o f supply of output at the zero-level, the basic 

conditiou of primary inflation, 

17, This background of a vicious circle of "primary" and 

"secondary" inflation in the Indian economy had its bearings as 

we]l on ;'.:e up-s\vinjr> and the recession observable in the price-

treni n o v e r the recent years. While the real context of primary 

inflaticc in a grovth-oriented economy obtains in the eventuality 

of a roa" .' ocation cf labour force between industry and agriculture 

none ot -.hcEo price-swings have such a context in India. The 
not 

enployiic-t targets of the Second Pive-Year Plan do^envisage full 

Rbsorpii o of the current addition to labour force, not to speak 

of tho I'j.sibility ef any draft on the rural man-power. The 
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paddy and 5 "ice other foodgrains 
ero- soason ias-„ pril-'y of 

to lar;t Friday 
October iaot Friday cf March 
cf March tc last Pr-iday of June 

(' ) ( 2 1 ( 3 ) 

1 : 3 4 ^ : 5 6.3 7 . 5 

2 0 . 9 1 2 , 7 

1 C ^ —» 
• ; ^ ' • : 18,5 1 3 . 9 

(Source; R . 3 . I , Eullotin, Oct, 1 9 5 7 ) 

1 / p. ic^--r ••vcnon ts in India, AICC J^oonon^ic Roviiw, VOL, IX , No . 1 
M a y l , 1 9 3 7 . 

upswing in 1 9 5 0 - 5 1 was in the main attiihuted to stock-piling. 

Coming to the next upswing in recent period, it nay be pointed out 

that while the average rate of expansion in bank-credjt during the 

busy seasons of 1950-51 to 1 9 5 4-55 was ( R s . 1 1 8 c h o r e s ) in the busy 

seasons of 1 9 5 5 - 5 6 it was unusually high(Rs.172 c r o r e s ) . The data 

regarding agricultural and industrial production and foreign trade 

in 1954-55 and 1 9 5 5 - 5 6 do not provide any explanation tor this 

unusually high rate of expa.nsion. Moreover, the value of exports 

during the 1 9 5 5-56 busy season was less than what it vr s c'.uring 

1 9 5 0 - 5 1 busy season when the Reserve Bank did attribute the price-

rise, among other things, to speculative holding of connodities. 

It may also be pointed out that during the 1 9 5 5 - 5 6 bus- i.oason the 

ratio of advances to deposits rose to an all-tine higl. of 73.02%^ 

18. Apart from the question of general rise in advances, the trends 

in advances against food-grains have also shown some noteworthy 

features since 1 9 5 4 - 5 5 . Ir "'955-56, the output of foodgrains was 2% 

less than in the previous year, but, in 1956-57, the level of output 

increased by 6^. The conserr.uent rise in the marketable surplus, 

however, seems to account f o r only a part of the rise in bank-credit. 

There was apparently sone withholding of stocks by trading interests. 

1 9 . The following table shows the expansion in credit against 

food grains during the marketing seasons between 1 9 5 4-55 and 1956-57. 

It reveals a generally rising trend of expansion of bank-credit 

againat food-grains during the narketing season. 

Table 3 ; expansion in Scheduled Bank Credit against 
food-grains during the narketing s e a s o n . 
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20. In the face of these trends, tho R.B.I, had to impose restriction 

on Scheduled Banks' Advances against food grains in May and Septeraher I956. 

• But those wore withdra%m in the subsequent busy season (Nov. 1 9 5 ^ ) and v/as 

followed by a steep rise in advances from Ra. 4 » 3 crorcs in Octcbor 1 9 5 ^ 

to Ra. 16 crores in January, 1957* Commenting on bhe situation, tho 

Rosorvo Bank of India BLillotin, Oct. 1957 v/ritest "Bcspito hl/n pr'̂ oduction, 

'prices of rico continued to riso} tho small doclino in Boco-rboc, 1:;5''^ was 

more than offset in subsoquont nonths. It was also notowortb.,y that pricoa 

of rico in tho major curplus statos of Andhra o/id 'iadiiya Pradojh, oXtor 

showing raodorato doclinos upto mid-Januc.ry, 1 9 5 7 , rocordcd a oontra-

seasonal rising tendency again in the midst of tho marketing ooaooo". 

(page 9 9 1 )• It may bo notod, incidentally, that oriso trondo or', tho current 

marketing season this yoar oxhibit a similar rigidity, roinforcod no doubt 

by crop-fniluro. 

2 1 . It is in tho context of such a bchaviour-pattorn of tho prico-

sit\\aticn that the ir-.-ostmont-proforcncos of tho groups that sot the pace 

and content of ocor.cmio fluctuations has to bo adjud/^od. Tho so-oallod 

inclioticity of real Invostnent obtains by virtue of tho conglonoratc 

nature (.-f business in India on tho one hand and tho scope for exploitation 

of morcantijo profit opportunitios, on tho other. Tho lattor, in turn tends 

to sustain tho structural constraints that ordain the prevalence of tho 

conditions of primary inflation. At tho same tine tho syphoning of incomos 

generated in courso of price fluctuations into tho channols of mercantile 

cnto.rpris3, distort tho already skivod distribution in income in such a manner 

that ahrinlcago of tho narkot for industrial consunor goods and inflationary 

tondonciss, go hand-in-hand. Prioc-tronds'. in India thus charaotoristioally 

exhibit sonotinos a so.juontial •^.vl oftca a sinultanoous operation of inflatio 

aiT anc'. ''O-flationary pj'cssuros. 'vhilo tho basic condition of primary inflatil 

por'-i.v'-o ;hrcughout ia tho forn of rigidity of tho supply of output. 

22. .7idor such circunstancos any attonpt to push up the levol of 

real iav."-,t±cnt tends to create a strong pressure on available food supplies 

while -saulting spurt in priccg fails to mako for a sustained utilisation' 
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of and addition to production capacities. As Prof. Kalocki obsorvoei 

"This will not ho the caso if the poasants refit froa tho incroaaos 

in food prices hecauso then thoy buy more industrial consumption 

goods out of highor incoaos. However, if tho bcnofits cf ni^nor 

food pricos accrue to landlords, merchants or raonoy-londors, tlicn tho 

reduction in ro.il wagos duo to tho incroaco in food-pricos will .',;t 

have as a countcrp?.i-t tho incroasod dcnaid for m.asa-oonsur..'-ci-.n '^''^ds; 

for, incroasod profiti will not bo spent at ail or will b:. r.̂  jn^ .a luxuries. 

In this casj the high demand gonoratod hj a r-)pil dovolopn'..::. .'-.f. olving large 

scalo investment v/ill not croato a market for in.-ojstrial con;jn;;-._'tion goods. 

As is cloarly soon from tho rbovo,two factors vill bo invol\'\.cl h-ro: 

(a) the inelastic supply of food load-^iv: to c. f£;.l in real • a-rc;:., (b) 

th.., benefit of food prioo incrr.asos aco î.xing noi: to small urt.prictors but to 

capitalists" and "that tho 'dajigcr of inflation' is by no mcins incompatiblo 

with tV.o market prooloni tho latter is apt to rOrippoar if tho supply of 

foci is rigid and if tl o conditions of distribution of incono in c^griculturo 

arc .t.-L/.- 0.S dGsci'-.uol cbovo". j/_ 

2 3 . That tho cGcncmic situ.ation in India is not froo from tho 

constraints citod by Prof. Kalocki is borno out by tho ovidonco of 

conconbr.ition in land., the key assot in agricultural enterprise 

in Inlia, as rovoalod by ITSS 8 th round Survoy, ( 1953 -54 ) of Landholdings 

and w/Luioxuro II, the Snd F.Y.P. p. 213 to 220. Further, tho pattern of 

com..."j-rl over and use cf cash rosourcos vis-a-vis our rural economy is 

clear from the follo-'jing obscr^/r-tions in tho 2nd vol. of tho Rural 

Crodit Uua'-oy Report, Chapter 22 J "In India to-day thoro is an aggrogato 

of prT.vnto financial pov/or, which in point of location is largely urban 

and, '.hat i s more important, in poxnt of bias, that is to soy, of tho 

pr.-,'-• i. .'-..ttitudoaj profcronoca and interests of tho indivibials and 

ir, iu... .i3 tc/ahcrc. tho pov;cr is almost entirely urban minlod ..... " 

Ar.d, ••-.-..-en enough, the cultiv.-tor's position is thnt of h-,ving to bargain 

]j Joonor.:io 7ZTr7i~cj~, 19>? pa.iOy 

http://conconbr.it
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J/ - B-ran - fo i i t i fcc i l .Jlcnnoiny of C-rov/th. 
a , a pa.!.ror by iji iS.r. oon (I3l)j ponding publication. Figures 
. -to to tho oiriod 1S50--51 to 1955-56. 

if ho oan, with somo one who oonmands tho nonoy, coimaands tho credit, 

oommands tho niarkot and comos with tho transport" (Op. C F . Chap.22) 

24* T/ith auoh a pattern of distribution of tho koy asset, namely 

land, and of liquid and ancillary rosourcos, it is norms."), to cxpoct 

that tho distribr.ition of incono would bo corrospondingly ... ..-nd.. 

Apropos tho bonofits of prioo fluctuations v;culd not accrue tc tho 

bulk of tho producers and their capacity as woll as incontivo to 

undertake investment to augment output v/oulrt bo negated. • oi ".ho 

period, 1928-29 to 1 9 5 2 - 5 3 , therefore, it is found iiat tic 00.relation 

coofficients botwoon prico .end output of rico, vdioat and sug;:rc ao, arc 

firstly, not significant, and arc negative for tho first t vo . / Sr. G.I 

Agarwal : "Prices and production Trends in ;igriculture". Indian 

Journal of Agricultural 3conoTnios, Vol. IZ p.aao 4_l7 

25* Tho foro.'TOing resume has shown in outlines how v,-ido provalonc 

of oomnorcial opportiinitioe tends to disrupt tho potontialitios of 

rapid econonic dovolopmcnt. Sono recent stimatcs have shov/n that 

Wirron-cly in Indi.-. onl.y of tho invostablo surplus gonoratod in thh 

private soctor of monufacturos and nines aro utilisod for roal 

capital formation.-'^- This givos us a rough moasuro of tho serious >. 

Gxtont to which industrial rosourcos aro being divortod to usos other , 

than roal capital formation, not to speak of tho scalo of operations 

carriod on by purely non-industrial forms of capital, whioh givos thorn 

such a weight in the universe of incomo-tax assesseos. Such boing 

tho stractural constraints cn econonic growth, wo shall be only 

ovorstcQSSing the obvious to spoak of the nood for supploraonting 

a'l''. racifying our national accounts in a way that will focus noro 

significantly on tho interrelations botwoon gonoration of income in 

the different sectors and tho modes of aolf-oxpansion of capital 

c.-i r. spending to tl;c rospcctivo sectors. 

http://distribr.it
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2 6 . Turnijig to tho official National Inoomo ;;istimatos to form 

an approiimato idoa of tho overall tw(^;lde-mar5in on tho total roal 

output likely to ontor into OOMMORCT.r.l circulation, the conclusion 

ohtainod is as follovTsi-

Tho gross agricultural ou m IfhT'O-p"! ^vas as..4o,CC abjas 

(vido Final Roport of tho Ncaticnal :'-ncono ioinrult , 0 0 ; ?. 4v^« ^̂'̂^̂  

Rural Crodit Survoy Roport (Vol. I, Hart I,. Pago 1C?4-'3") ' '' i i ^ tho 

information that tho proportion of R /rVx^tod produce to to'. Tr^^ss 

produce is 34*6^ for tho whol-j of Irf.ia. :.pilying this p^-p .t'on to 

tho gross valuo of agricultural outpi-t, wo o-ri-ivj at a nar-' - 1 L.urplus 

of Rs. 1 6 . 8 4 ahjas. Assuming that the cmtiro no • output of I -RCLJ ^Y, 

Fishery and îlnimal Husbandry ontcrs tho MNJ?kct, tho totcJ. V LI. • of 

agricultural commodities coring into , ooramornial c irculation would bo 

Rs.24.58 abjas. Adiing to this output tho valuo of not output of 

miningj manufacturing ajid small cntcf-prise, wo fcot t tot-i of Pi. 39»88 

abjas (FLS.AO abjas r,;. prcxiTiatoly), bo ) ng th valuo of all commoditios 

ontcrin- into trade for tho yc.-r i P l i T ' - ^ l . (All figures bcin-: taken 

fr..trj tho Eatinatcs of Nrtional Incoir'f> published by C.S.O Abstracting 

from -̂ hc problem of ntoolcs carriod cvor from the previous Tcar, it 

appear- that tho income from "other oommorco and transport"!' Ss. 14*00 

abi'i.'̂ ) was 35^ of tho v.aluo of roal national output in ciroul„ tion. Or, 

in.otha? words, for or* ry throo rupcra of produco entering tho •-. ^.rkot, 

thc^ro corresponds one rupoo of inoomo out of circulation of tho er 

While tbis, by itsolf, may not comparo very unfavourably with othor 

counn-ios at their orit.ical periods of f-rowth, tho roal significanco •. 

t M f :>o ;tor consist 6 in such an intcrrclationaship of assets and return. • 

caainot :• ucaningfu] ly rovoalod by any schono of national incono 

Calculations, par so, the so-called bi-nodal charactor of tho proportion 

of nati-^nal iiicomc oppropriatcd by tho tertiary sector for c grov;ing 

occrt T. not so''''o-' fcir-o th~.t o-n bo sot up as a very mo.nni \g-fu'.l 

indl..: . Uoroovo:^ it IIIJ:̂ / n^ b3 uncir-l;"- bojilo tho point to noto, 

in tlA: .:nncction, tv/o aspects of tho methods of calculating national 

incom; m ^Othor commerce and transport" in our national inoomo cstimatoa, 
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which tend to obviate tho mcaningfulnoss of any auch trend-study. 

Firstly, "Figures of avorago annual earnings have been collootod fron 

a variety of sources, both published and unpublished Estimated 

earnings in 1949-5^^ and 1950-5' ' of both omployors and omploycos have 

boon derived by adjusting tho 1948-49 figures v/ith rcforonco to tho rat 

of incroaso of earnings of factory labour". (Final Report of tho 

National Income Cominittoe, pago 8 3 - 8 4 ) . Tho offoct of this proooduro 

would be to tether earnings of Circalation to v/a/̂ QS of factory labour. 

This \70uld raako a fall :ln tho proportion of National income accounted 

for by tho "Otbor cornrio:'co and transport" sector almost a fdrogono 

conclusion. AIro, tho i-olo of the price-mechanism as a dotorminant 

of the lovcl of incomo from circulation is likely to bo largely assumoc 

away and tho soctorisation of incono by industrial origin admits, then, 

of littlo use in bringing out tho focal points of structural imbalance! 

in tho occn.om.y. Secondly, tho pro luct-mcthod of ostimating incomo 

fr n "othor commorco and transport", after deriving "tho value of 

crep-outjput — by use cf wholosalo prices in a largo number of small 

(prima:'/ assembling) nar^xo t-r centre a", h?.3 orrivod at tho relative 

trade margin "taking (net) wbolosalo and retail margins"-^'^at 2-g- and 

8^ rospcctivoly. This method may bo tho only foasiblo ono in tho 

a'jr.onco of moro rogular diagnostic survoys aimed at finding out 

ehifting pricc-sproads and trade margins and their relations to 

firm prices and production. But it implies a typo of static 

corronpondoncc botv;con tho scale of crop output and trado income 

that assumos rv/ay the posFibilitios of fluctuations in tho torms of 

trad.o botwocn tho priiaary produoor and tho trador. 

2 7 . T̂liilo attempts at improving tho sectoral ostimatos are wolcomo, 

wo shall try to outlino a supplcmontary scheme for construction of 

ITational Bal:inco - Shoots and Soctoral Bal.anco Sheets v/hich appear 

to tho system of accouiting (in addition to National Incomo 

'1st i.'i<\tos) relevant for the purpose of assessing tho structuro of 
\^ 1 4,rTt-'7tToii.-. a:.a. from pa,:/J 04 cf tho Final lî -port of 

the National Inc.;mo Ccmnitteo. 

file:///70uld
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assets and tho interrolationships of assets and returns. 

The Caso for tho Ifctional Balance Shoot 

28.. The Ilrtioral Balance .^hoet is a ccTibination of tho balanco 

shoots of a]l oconoraio units domiciled .viohi.n tho national boiindarios 

and is, therefore, a combination of tho tcchniq.uo o:̂  do-il^;'o-ontry 

accounting /.ith tho mrjkot values of trar.a-.ov.ijnp;, asŝ -'t;; an'L 

liabilities ad.vistci to conform to tho re luiromov'ts nf e ^ono; dc 

thooi'y, to derive a system of nation-^l a n a o i a that •. aa'- i "'/rcvido 

a running histcica]. record, of tho c immua .̂i.. ' rs ocononio >',,• :o. • t i ons; 

mcas-.Jro tho efficiency with v/hich tho co'-j:iar.a.ty * s Gco;i. . oi. rptCLij; 

:5;v>.-̂ ,;"!,r) a poTic l_o inventory i.e> an indioa-: ;.ou cf the t •ĵ i; :;-r.ic 

poni+ion of the commrani-;:;''. 

29- The Case for a In̂ ational Balance Shoot ('ajid Sectoral fclanco 

Sheets) arises out of tho needs nf h-.,vi--"' ic adept national cccounts 

to the CTigonnict" cf planned growth ir.nmix^d economy at a certain 

sta-̂ -e o:̂  dcvclor:,ont, mar-ced. by a npocrfic lovcl and ccmposition 

o-" r^-.scts m d ocrrcspordjng returns. Pc ; "if a stock cf goods 

ia indisponc.ril;!:. i.-. prcda.cing current goods cf a ccrtaiu amount 

pnc rharactor, e.".'! if it oxis'to in ono situation and not in pnothor, 

wo crii cyplain orc:^crcncop botwocn eirront output in the tr/o Pituations. 

1;jhcr-rr.o, if for a household firm, or nation , a complex of claims 

and obligations nnkcs for a certain pattern of economic bohaviour in 

pricinf^, spcndin-; and saving o t c , while another complex, cotcris paribus 

mrkoR i'cr dif'foront patterns, our moasuros of this complex ha"̂ o 

imijcrt-nt analyticr?l usns" . - '^ Tho roquircacnts of growth, arising 

out ?: tho initial condition of certain typosof-ph;"'sical assets boing . 

in a; ort eup.ly with corresponding limits cn output levels, obtain 

in -".oh a coupler of claims and obligations co-'-oring tho universe 

of all assets whoso cor.pctctivc efficiencies, oxprossod in toras of 

t]:c cniacrsal oqn:iv-,lanco cf tho monetary noaHuro of rcspoctivo 

rotu-ar.', dotor^iao t'-.c direction of allocation and use of B-ich assets. 

T"'o o-mnl TIC!.tr.ti-a cf the Fir,\'j-y of rl'-ysical â 'ictg in short 
j'j •'. ' ..' >~::.-ir. ̂  ~.'.-..o::<L 'iTj.;. a c.i t : . a n : j . . i : ' ' 

,-:-ail C:. . o r i t h , r iuu ics i r J rcoiro k \.orlth Voj .Z LI c v. ̂  4 nnd 28. 
2/ 0 •>i2:uo-rf; by Prof. S J i i O n •^rsrcts, pcu:- 17? op.cic. 



- 18 -

supply as tho dotcrminunt cf gro\rth, thus involves visualisation 

of V\o entire plexus of assets, claius anl ohlijatinns in v/hich 

arc oniocd':.od there phyciccl. assets '.•.hich ar:; the raainspring of 

oconopio dovalop-.ont. -ho prollor of ?:iotiv,:,tion of in-'-ostinont -

docisions fociitocd through iho catch -al l catogory of tho ;• jg.ativo 

niare-iu'J offic:'.^-.?y of investment has thus uO ho vrcato.u. ̂ .n -i-'ris 

of TV.-o pj.proac' hcQOJUsc; "the cnphasis ON -..•lotivatio'I . :. I.,. i^clovant 

to HIO approa.-t. via p h y s i c a s s e t s •• S , a c i n . - ; to 'Lv, u ^ 

it if TO tho afc-of tho .tructuro cf clr/uvj. In tho -•vr approach 

tho ;.:.jtivation OF cconor.ic- "^ohaviou? lies i.i ; .o rolati-n-j h.-'- oon 

tic L'ock and tho flcv . ' r:oal goouo-; in .L J 1 alt or it l/.j:- tho 

rcl-.tj. nis "botvcon •>;ounia;y claitps -- obii/^ations and oo'XIOV.xo 

buh^vi:;ur. Thoujh tho CVO sots of 5 I ar,r.jc,"- bu co.,.n.-'wl;V'...•I in some 

dcproo, thoro is j.;) one - to - one .,jro>_;.r)ut the physio 1 assets 

anl tlio claims - -^bligr^^-i m g approa^hcrj -co na.tional wealth moasurumcnt 

GO-- . : t. 0 distino'. in-.t. purr,; J"' V . (Ou, :2it. Rof. Kuv^ncts). 

3 0 . .'.ll this v;.30 of ;:ho fact that tho h..haviour of tho physical 

ncajû -'-'- of tho c: ,i. :.t--.1 - output ratio supposed to exhibit the roquire-

monn.^ -ji growth ij.ios in ai immanent oor.plcx of assets v/hich yield 

a p" .''•aioal flo\/ j •; returns as well as thoso whiiih do not y i e l d a 

t.-r̂ njlhlo physical flow but a monot.'.ry f l ow of claims and gains. 

3 1 . In order, tl^oroforc, that tho so-called capital-output ratio 

or --/nj incremental oapital-output ratio may bo made to mavo along a 

t ^01 pn:h ±-\ the djsirol manner, within tbo framowork of a mixod 

coon.;,', tho >!-:tii-o oonpli. :•. of relative returns to assets has to bo 

aff-./lod by polio/ -• hioayurcs so as to impart a r.Q'.v motivation to 

ov:..'--.J.l invost;;!.;nt-doci:5ICRS. Thus, thoro is no gainsaying tho nood 

to \:.x^n.LiiO and broalc through tho pattern of AE£;ots - prcferenco and 

bu"ino30 motivoB obtainin.':: as antcoodont rostripnts on -ROT/th. For, 

oth •. .i:,.o, tho NLA.t.-.-.ulos to levelcpr.'.-.nt in tho initio! c nliiiins 

''•y.il, tlyoLJ, thi,: r̂ clicu: . f prinrry c.nd scconl^u-y infl'.:,tion, 

o . -.n.n^ . i-J - i r L a " . . . 1 f.,j.":it _̂ oa.-! L-1 :i :.n, t -riJi; tho 

X ''u;.:,;;;. ,}•.;. r.it.UL Or: if .̂.c-ti.:. vc^j of '/j^.tu .̂-.J. Ol̂ iims"". by 
i i • iioj't. 
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t^ h. I . -.• 'iJ o-vo by Carl.: nor 0. T.' ,"ns Cp. Z.':.. pa-^ \ .3 
'V.- 1 I.v ">ctji!h C iicncc Z\\^':x, fo,: purpose has boon 

. -...-^L'-iv.'i^'l hy }'h-cu. i;-̂ . i. c_;.. c i t e p.:..:0 V-.'d 

targottod changos in relative net worth and struoturo of assets. Tho 

rationale for tho National Balance Sheet j»nhoros in tho ahove roquire-

rnonts that some system of social accounts ouifht to fulfill; hooauso, it 

can ho arguod for tie National Balanoo Sheet that "tho 'notivating' 

aspect comes from tho intolligunt allocation tind direction of oconomio 

rcsoarccs in the light of tho accounts. Ihics .is done hv tho going 

concorn^ i t is a lc:;itimr.to usn of s-:;Gip.l acoovints to p..'-' .lo 

cntorprir5crs to agree on goals or to pori.iit liroot socJ.-.: i;-n.igamont 

of rcr-^ourcoB". This i s clo.arly donon:;tratO'l hy v/hat • .:,:ms has 

to Enŷ  about the .LEorican oxporioncc! "To co a back to J'.-ional 

Balance Sheet - I holiovc that sopo of tho v,i-y bad for. r; of 

national, demand anl or.ploymont at tho close cf the war r,-,:.-, P.io to tho 

failure to 'take account of the changed aasotc-; positi n cf iniividuals 

and cntorprisos". It6a;y not bo out of plnco to mention i;a this 

connection also t'lat classical oconomiats, v/ho wcro concerned with tho 

probj.om of accuriiulation - tho "Ma(':rifioont rynamics" ar̂  I'Ir. Bciuraol 
so 

call-3 i t - v'or.t ;:;cro l.-y wo?,lth considerations/as to foci's attention 

on tho relative positions of social groups which-'wore "-oroductivo" or 
i / 

"unproductive" ;?rcn tho poini^f view of the noods of accumulation. 

32. The cfficao;> of tho national balance shoot for the puiposos 

indicated above depends iar,gcly on tho sect .xisation of tho oconomy into 

cor.p'-̂ nonts that have meaningful boarings on the difforont modos of 

solf-oxpansion of capital. It depends also on tho ohOj.co of the 

cr.pit .lisatr.or f-.rtor which nay not anl ncod not bo the usual rato 

of : c^urcs".. in view of the undordovclopod charactor of tho banking system 

and -,..pital market. 

33= -"iuBt as :u tho case of choico of tho ocpitalisation factor, 

Our problems of sectoring of economic units for a National Balance 

Shoot, too, have to reckon with features not so portinont to ,an 

ad.-'.ccc.i oconorr.y tbpt has moved far ahead of tho thrCoh .11 of 

in :L.":.nl r.-'cclu'̂ 'ion. starting with the 'bvry.n, divisi'.ni of oconomio 
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units botwoen ultimates and intermediary and tho groupings there iander 

made by Ilr. Raymond Goldsmith (incomo & \/o.rlth Sorios IV) wo havo to 

break up thoso catcgoriob into further ramifications according to tho 

criterion of fur:Ctional differences, rathor than th, t of a ptiroly 

juridical or natura l bias. This sij ' i i f ios that in defining :^unctional 

CatogorioB wo should take into account tho -""arious modes o" s c l f -

oxpajision of capital provalont in tho economy ^ris. inc.;;:.. :i ,1, 

comraorcial and fj-m.ncial togothor with tho nharactcrist . ;• inatioas i 

of t'vj t lToo mod OS as typified by tho Ifpjiac-i.r..:; ̂'igcnciob- 7:; roar out 

fully, then, the •inalyticl implications of -.. 'Jational r.,.;.-n.... Shoot 

in tho Indian sot-up, sectors like unincorpor^atod basinor^-, --rivCrpriscs 

and non-finojicial corporations (as in ILr. Goldsmith's gx a.:;i;,v:s) 

should admit of further classific rtions by i...lustrial cormorcial or 

oonplomorato natuvo of an ontcrpriso or oorporation. For a moaningful 

appraisal of any intordcpondonco botwoon assets-structuro and invostmon 

dorir.ions, i t T/ill bo ossontial to have -cojo for studying the balance-

she ̂ t data of th;; various groups in tho light of tho specific nature of 

corrOE'pondin.g cntropronoural transactions, ^.gain, in our rural^oonomy 

tho notion of "f•^rn-housoholds''' would bo much too catch-all unless 

further distinctions aro mado in view of tho varying volume and 

com 'osition of assots and liabilitioa, claims and obligations at 

diri.-ront lovols of ownership and possession. In this fiold, tho 

classification of caltivating units into big, largo, middle and small 

nadr 0/ the ^Ul India Rural credit Survoy appears to have laid down 

tho .j.jt princlploa of suitable subgroupings under'~farm-housoholds 

for t • • .-.-urpoaaf.̂  of a National Balanco Sheot. Apart from theso, it 

wil. .0 nacoasary to separate out such groups of assot-holdcrs in 

tho .ai-al cconon;'" as porform in a manner enalp^gous to tho cor^-lomerate 

grov.,c in tho world of or.-̂ anised business. 

3̂-.- '-o aro r.;a-'^ that aotual crcupii)^- w i l l , of nocof>si!:y, cfton 

bo . . on a oc.irr^mia^ b; t^.^on the analyst's vishos an l tho 

Bva .jollity of l a c a . For ^ro wc in a positron lit this strr-D to 
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(.. .R. Ficlcc, "Tho o.icial Framework", 
ra; o T / :; . 

build up all tho ncoossai-y details of soctorisation for a Fational 

Balanco Sheet. But the basic principle cf functional clasc-i float ion 

of iMP-inoaa ontorpriso ac noted above is v/cll-niah indisponsablo to 

any delineation of a ITational Bclanco Shoot for India. 

3 5 . In this paper wo havo probed neither into tho ;troblcms of 

availa-bility cf suitable data fcr a IT?;ticCGI Balonce She.::., ncr into 

thc30 relating" to ostimation sjid valuc.ticM. cf assets, act cc.- and 

liabilitios. have liritod ourselves r,c oloborat.i : r: oi .ho 

ncols for a Na-^i-^n^l Balance Shoot. It ic not too wacI oa,cct 

thai onco wo toko full rocoa-r.ition of the necessity, the oth: c 

problonis, thou.^h iif-^i(^uTt, aill not bo insclahlo. Boci; eSj 'vc 

a;oo in a poFsition to bcno-̂ 'it from lessens in the field acir^d by 

pioaoors in tho USA. Eogarding availrh-l.-t> of data, tic l^ i ro 

unorganised scc-'-.or of our economy will pnt ui. tho birroit difficulty. 

Following tho ba~innings made by tho . 111 Ind-i a Rural Credit t.urvoy, 

it T/ill bo dosi...-ablv.- to cor.luct poricdic onorirics into ^ho volumo and 

oo.ajosition of -.csots and liabilities a. a'.l strata of tho rural 

cco-.î mj'-, iaclua-^vc of both cultivating: and non-cultivating units. 

Thorj, howovor, boln^T too naiy diffici.;ltios in tho construction of an 

over all National B.alancc 3 ' oct in near future, appropriate 

research units mny start with efforts to build up a combxnod 

ha. '"..•JO sheet for the domain of incomo-tax a,s30sscc3 with functional 

scc':ors as outlined in the foregoing para.jrf:ph. Tho problem of 

obtainin.a; suitcblo data should bo imach loss difficult within this 

li-̂ :.;.;d scope. h?o b.-liovo that with scac modifications dovisod 

to --'.'jld dc:;ails cn different t̂ 'pcs of assots (o.,.~. tacfriblo and 

inv. iblo, rc-j-'o •ucillo and nor.-ro,:roduG:» clc) hold by assossoos, 

tho •n--rpo of retu'"i.-statcmcut roccmmcndcd fcr use by Prcf. Koi'lcr 

in his famous work on our tax-s.yston, will do away v;ith most of tho 

ir.lc niacins o-̂  iiaformation in thi" f.'cld. ..t any rate the 

cc- '. ructioa cf ..i rc^^poc s.ahlc National B-lpnoo Sheet decs sootTi to 

n : to bo A vrivi' pc-.-iblo lacSf thnn-La^i often beer, r-ur-possod 

anl it is oil v/orf; h.aving, if wc can c'-t it". 
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This paper is divided into three parts.• The first part 

deals with certain conceptual problems; the second examines -̂ ne 

available data of production, prices and costs of cultivation of 

agriculture excluding animal husbandry and the last part gives 

estimates of this sector. 

2. So far we have been exclusively concerned with regional 

income generated in a State, without paying any attention tr the 

income received by the residents of the State. This apprr,a,:h was, 

perhaps, primarily due to the difficulties in obtairir,, ...n; 

reliable data in respect of inter-regional transfers f^-f :inco-B, 

though seldom it is explicitly stated. What has been 'alsi: in 

these discussions, is the purpose for which these aJtex-nati; 

estimates or any other estimates will he useful. If -he objective; 

is to study the changes in the aggregate output of commoditios anc 

services of that region over a period and also in relation to oth 

regions, then estimates of incon'.e generated in a State vhioh is 

equivalent to the domestic output will be useful. The same aggre­

gate used in relation to the uorking force will measure the 

productivity per man which is a significant ratio for purposes 

of comparison. 

3. On the other hand estimates of income received by the 

residents in a State will be a useful guide to compare the real 

income (welfare or prosperity) of that State in relation to 

others and also its own, over a period of time. Particularly 

when comparison of real income of two States in involved, though 

unlike two' countries, no question of exchange ratio of currencies: 

will crop up, still adjustments for regional differences in 

prices of different commodities and services may become necessary 

to make the estimates comparable, besides estimating such aggre­

gates at constant prices. 
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4 . In recent times, the need for estimating State Incomes was 

provoked firstly to have an idea of tj.j relat,/e hackwardnesis of 

States, so that proper emphasis could be laid on the balanced 

regional development of the country. The second source was porhap: 

to -.ncrease the tax pffort of, cr tax-burden in, different sta-j?s 

i- tco context of finding sufficient financial resources to imple­

ment their State Plans. It is likely that the position of a UtPte 

bcsed on value of product originating in it will be better but 

aggregate income accruing to its residents may present a different 

picture. Quite an opposite situation•may prevail in anoch^r StPte 

In such circumstances, both sets of estimates are necessary -to 

formulate any policy directed towards balanced development aj.id 

equitable regional distribution of incomes. Where tax bnro.c-n or 

tax effort is under consideration, income accruing tc tho resident 

alone seems to be the relevant- aggregate. A spatial incex for 

different States with All-India average per capita as basis, v/iil 

reflect the variations of different st';te per capita incomes from 

the average which may be a useful, gui-.lc for sanctionin.? t^-nnts, 

etc. while the total state tax receipts as a p e r c c n t C i T o of its 

income (accrued) together with per capita income of the State will 

reveal scope for additional tax effort. 

5 . More or less similar conceptual 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 "product approach" has to be followed to estimate 

income of the agriculture sector in the State. Even in this 

respect, reasonably accurate output and price data for most of 

the agricultural crops are available, while the value of certain 

cost items required to arrive at net value of agricultural output 
is not a v a f a b l a . And this affects the accuracy of these estimate: 
10 s o m o 0 X10 n t;. 
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OUTTURN 

7. Data of outturn for most of the agrlcu-ltural commodities , 

claiming above SSfo of the total cropped area of the State are 

a«/ -ill able for each district separately. The area figures, for 

i- :.ts, vegetables, condiments, spices and other miscellaneous 

f .'. and non food crops covering the remaining Afo of the culti­

vated area have to be used to estimate their outturn on the 

bc.sis of available information of their '̂î ld per acre. The 

caality of outturn data is not the same in respect of all crops. 

For paddy, jawar, bajra, ragi (for Andhra o n l y ) , !:''aize (for 

Telangana only) tobacco (for Andhra only) and sugarcane v.hich 

cover 5 3 . 5 $ ^ of the total cropped area, outturn estimated on the 

basis of results of Crop Cutting Experiments conducted on Random 

Sample basts are used. Steps are beiag taken to extend this 

method of estimation to other nom-food crops also. For the 

remaining crops which include all pulses, oil-scods, cotton, 

chillies, other cereals, onions, t u m e r i c , garlic, bananas, 

tapioca, sweet potatoes and other mcscelJ.aneous crops which cove.' 

4 3 ^ of the total cropped area, the outturn is calculated on the 

basis of annawari estimates of Patwaris whose degree of accuracy 

is not known. Estimates of outturn of different varieties of 

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

PR_1CES 

8. Data of farm prices are available for about 18 comrooditiee 

in the Andhra region while wholesale price quotations are 

collected for 20 commodities. Regarding coverage, out of 11 

districts in this region, quotations are available for more 

than six districts for as many as 1 2 commodities in the case of 

wholesale t>rices as against only 5 commodities in the case of 

faj a pi'ivcs. 

9. 7h-: output has to be valued at a price which the producer 

Cet.=̂  cc tie farm-gate and this should normally be lower than the 

price of The same commodity in the market. It is found that the 

positiov. i :. caicc tho onposite in the case of many agricultural 



- 4 -

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 nearer to those at the farm-gate. 

This approach has also become necessary as the wholesale 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 produce is brought to the 

wholesale market. A deduction has been made from the value of 

agricultural produce to allow for market charges like agents' 

commission, weighing charges etc. 

10. In the Telangana region farm harvest prices are collected 

for nine crops. Por about 3 0 commodities, primary wholesale 

prices and also value 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 wholesale 

price of some commodities are lower than the farm harvest prices. 

For reasons similar to those explained 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 bo obtained farr the region which 

will be weighted according to the volume of transactions of 

different varieties of a commodity. One limitation in this 

regard is that only between 15-25^ of the total produce of 

fcod^rains and a higher percentage of other crops are sold in 

th> TO regulated market centres. 

1' Vh'.r:, neither wholesale nor farm harvest prices are 

av^^i.ab; • • ttompts are made to use the retail prices with 

dc>ic;:ioi;S of t>o order of 20^ or so. This was done in the 

ca ct " . m a s , betel leaves and ginger. For minor crops like 

cth^r ill lit: uS« other pulses and other millets, where no price 

quotati.-n of \;hctcver variety was found, the price quotation of 



the lowest variety of th^ group was used after deflating it 

arbitrarily by about ^0% following the procedure adopted by,the 

Hational Income Committee. This percentage, however, was as 

high as 5 0 ^ cf the price of potatoes in the case of sweet potatoes, 

1 2 . Theoretically, it is possible t o work out average percen­

tage margins between farm harvest prices and primary wholesale 

prices, and secondary wholesale prices and retail prices for 

those commodities for which two or three sets of price quotations 

are available. This could be used to work out farm harvest or 

wholesale prices for certain commodities for which only one set 

of price quotations is available. This procedure was pursued 

Without 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 collectec 

for the same variety, perhaps the coefficismtswill 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. 

1 3 . In the case of fruits and vegetables only area figures are 

available for most of the crops. Some kind of outturn estimates 

are available for banana, potatoe, sweet potatoe, topioca and 

ginger which account for 2 0 ^ of the total area under fruits 

and vegetables. The average value per acre of these crops 

has been used to estimate the value of all other fruits and 

vegetables. A similar procedure has been adopted for evaluating 

the value of other condiments and spices but' the magnitude of 

error is likely to be less in this case since outturn estimates 

arc aval]iblo for about 15% of the area under condiments and 

sjnccs, O'-tturn of coconuts has been estimated from data for 

earlier y e a r s while that of betel leaves calculated on the basis 

of dtaidcrd :'-icld per acre. Outturn of stalks and straw has been 

taken rt '•.ic-. the output of cereals and pulses on the basis 

of c s t x ^ r „ e o jtiven in the Pinal Report of National Income 
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1. value of paddy (at wholesale 
prices during harvest period) 123.88 

2 . value of clean rice (do) 128.?? 

3. value of rice bran 5,02 

4. value of rice husk 1.24 

5. total value of rice and 
by-products ( 2 to 4 ) • 1 3 h . 18 

6. increase in value on account 
of processing ( 5 - l) 11.30 

To the extent tha.t the processing is undertaken before crossing 

the boundary of agriculture instead of by middle-men, this return 

includes wages received probably by agricultural labour for 

hand-pounding of rice. Therefore, treating processing of paddy 

as on agricultural activity, rice and its by-products are valued 

for inclusion in the gross value of agricultural produce and 

the value added by rice mills has been deducted as a cost item. 

MARKETED F^.ODUCE 

1 5 . There are as yet no precise estimates of the marketable 

surplus of agricultural produce. Calculated on the basis of 

certain findings of the Chief Marketing Officer of Ex-Hyderabad 

State, the valuo of marketable surplus of agricultural produce 

of Andhrr. -nadesh forms only about half of the total value. 

Committee. Value of miscellaneous food and non food crops and 

fodder crops*"'-dre estimated at values p e r acre given in the Thirst 

Report of the National Income Committee. 

14. As regards processing a c t i v i t y in agriculture this arises 

mainly in connection w i t h p a d d y . liie total value of rice and 

by-products of paddy i s found to be more than that of paddy as 

the following estimates show:-

Table (l): increase in va.lue of paddy on account of procer.sin 
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^ ~ ^ 
crop I tot'l marketed "^aarketed { ( 3 ) ao ^ of (2) 

('̂) (̂ ) (3) (4) V 1 

1. cereals 175.77 58.S3 117.24 " :>. 5 

2. pulses 8 . 1 4 4.99 3-15 6 1.2 

3 . oilseeds 40.96 3 3.91 7.05 r-.P 

4 . cotton 3 . 72 3 . 35 0 . 3 7 '..O.o 

5 . tobacco 21 .38 17. 1 0 4. 23 o'l.O 

6. sugarcane 18.41 11.51 6.90 £2.5 

7 . fruits,vege­
tables other 
spices,coco­
nuts ,betel 
leaves etc. 4 6 . 7 3 3 7 . 3 8 9 . 3 5 80.0 

8 . chillies 20.14 1 3 - 4 9 6.65 67.0 

9 . miscellaneous 1 3.42 6,71 6.71 5 0 . 0 

10. roughages 69,59 13.92 5 5.67 20 - 0 

1 1 . total 4 1 8 . 2 6 200.89 217.37 4-t:.0 

The presence of such a largo non-monetized sec+or 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. 

Por 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) are necessary. 

There arc, however, absolutely no annual estimates of even 

total marhetable surplus and ratios derived in one year do 

not held 30od for other years. In the circumstances, what is 

possible to estimate is only the value of net output of agri­

culture and variations therein 9ver time and not comparable 

estimates of agricultural income in relation to other sectors. 

Table (2): percentage of marketed agricultural produce 
to total 
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COST OP PRODUCTION 

16. The cost estimates represent the weakest link in the 

estimation of ircome from agri crZ. : ur e. Excepting the cost 

estimate relative seed, the othor estiictes are subject to 

an uuV-rir'/n dacrf- er: w r . 

(a) Ico: ; so:.;' 'h^o cost of sc'"̂<.i hcs b^en calculated separately 

for An. 1 .a \nc,ar'.a regions on the baois of average so :C-':ates 

per acr-j i rcsva •t .--f i,ost of the crops. In the case of fruits 

and vcjc "-.I : I e sc..r̂  • • : :ir ement is negligible but seed anf. fctr.^e 

together \aker. at 10^ of the value on th^ basis of the iroca.r.re 

follov-ec in the Pirst Report of the National Income ComLii 1.̂  3. 

Similarly for other condiments and spices, a deduction of 5' and 

for other miscellaneous food and non-food crops a deduction of 2 

have been made. The total cost of seed for the State ccmo to 

Rs. 17.20 crores. The cost of seed formed 3.8^ of the total value 

of agricultural produce of Andhra region but 5'A% of that of 

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

of seed on the basis of seed-rates instead, of taking it ac a . 

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 not to the yield per acre which may vary from region to 

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

data regarding seed rates, district-wise. 

(b) Operational costs on materials required for cultivation; The 

costs include miscellaneous materials necessary for cultivation 

including all equipment with a life of less than two years and 

cost of maintenance of bunds, irrigation works, fencing etc. 

In the absence of any other data, 2.1^ of the value of crop 

output as adopted by National Income Committee has been used an^ 

at this ra-^c the cost under this item works out to Rs. 8,78 crore? 

(c) C_o_sJ-._ 0 . repairs and depreciation of implements bullock cartj 

etct 1: \ V ; UO of implements and machinery as in 1951-52 has 

been es iu.tcd for tho State on the basis of data relating to 

five dii-t.-ici:s of this State published in the Technical Report 

file:///aker
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of the Rural Credit Survey. This value has been adjusted for 

1 9 5 5 - 5 6 on the basis of increase in the implements between 1 9 5 1 

and 1 9 5 6 disclosed by the Livestock Census, 2 0 ^ of the value of 

implements thus arrived at, is taken to represent the cost of 

repairs and depreciation which worked out to R 4 8 , 3 1 crores. 

Livestock Census data could not be directly used since neither 

price nor value particulars are collected in the Census, 

(d; Cost of manure and fertilisers; The value of Chc-micrl ferti-

lisers distributed during 1955-56 has been estimated from data 

relating to Andhra and Hyderabad States given in t!ie " i erti.J iser 

Statistics" issued by the Fertiliser Association of Inoia, 

Hyderabad. As regards other manure, the National Incoac Committee 

assumed that A5% of dung is used for manurial purposoi^. i ; 

estimated the output of dung on the basis of evacuation races 

at 20 lbs,, 3 0 lbs. and 1 0 lbs,, per day per adult cattle, adult 

buffaloe and young-stock, respectively. However, alternacive 

evacuation rates of 4 0 lbs, 50 lbs. and 2 0 lbs. given in the 

"Indian Livestock Statistics, 1 9 5 2 - 5 3 " have been adopted for 

estimation of output of dung in Andhra Pradesh. In the absence 

of any price quotation, the price of annas 3 per maund in 1 9 4 8-Aq 

estimated by National Income Committee is used. The total value 

of manure including chemical fertilisers, dung and green manure 

crops (RS, 2 , 8 3 crores, 1 9 . 3 0 crores and 0 . 2 2 crores respectively, 

works out to Rs . 2 2 . 3 5 crores. An alternative estimate of the 

value of manure on the basis of data published in the Technical 

Report of the Rural Credit Survey gives a figure of Rs , 5 1 . 9 8 

crores at 1 9 5 1 - 5 2 prices. But this has been rejected since the 

advantage in following the procedure adopted by the National 

Income Committen is that many of the estimational errors get 

cancelled out on consolidation. For instance, what is added 

under grcs.^ value as value of manure crops, stalks and leaves 

etc. will he deducted again as a cost item. Again a large 

part of v'.at is added as value of dung under livestock sector 

gets ded'-..,ted as cost of manure under agriculture, and to that 
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extent estimational errors gdt minimised on consolidation of 

agriculture and animal husbandry. In the Uttar Pradesh estimates 
I 
I 

no deduction is made even for chemical fertilisers though its 

exclusion is necessary to account for purchases from non-agri­

cultural sector. As a consequence, such estimates of agricul­

tural income will be correspondingly over-estimates, 

(e) Cost of upkeep of livestock required on fara; 9 0 ^ of straw 

15% of rice bran, 50^ of rice husk and entire value cf fodder 

crops, 2.5^ of the value of cereals and pulses and 1-,'5% of the 

value of oilseeds has been taken to represent cattle food, 

following the procedure adapted by the National Income CoLa."it tee. 

Expenditure on medicine, ghee, salt etc, taken at Ro.1 per cattle 

equivalent. Making use of equivalence scale given in the Zlrst 

Report of the National Income Committee the total cost of Live­

stock feed thus arrived at which amounted to Rs. 72.47 crores has 

been allocated to agriculture and animal husbandry on the basis 

of the number of plough cattle and working buffaloes. The worki; 

cattle represented 34.1^ of the total cattle equivalents and 

accordingly, the cost of maintenance of livestock on the farm 

worked out to Rs.24.71 crores. An alternative estimate on the 

basis of data collected during livestock census gave a highly 

inflated figure. In the method adopted by National Income 

Committee and followed in these estimates, 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-

csckes and expenditure' on medicine, salt 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 cf agricultural income consisted primarily of arriving 

at some v.iiUvj of gross agricultural output <jertain cost items 

jjostly baser on scattered data are deducted more or less as a 
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T i l 
1. gross vo.lue of agricultural produce 

deductions 

2. market charge (at 3% of 1) 12, 

3 . value added by rice mills'**- 1 , • ' • 5 5 

4. operational costs (at 2.^% of l) 8,';o."4 

5 . c o s t o f s e e d IT.'^-'SI 

6 , cost of manure and fertilises 2?,]:;5.61 

7, cost of repairs and depreciation 8,';0,h2 

8, cost of livestock feed 24,71,12 

9, land revenue 8,06.36 

10. total deduction 1 0 3 , 1 0 , 9 8 

11, net value of output 3 1 5»14.68 

* Figure for 1 9 5 4 adjusted for 1 9 5 5 - 5 6 on the 
hrsis of output of rice. 

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 etc,, 

to collect the basic data relating to costs b u u also to construct 

suitable indices to adjust them for variations jn value from time 

to time. 

18. The estimates of net output of agriculture in Andhra 

Pradesh for the year 1955-56 are presented in the followin/- bable. 

Table ( 3 ): net value of output of agriculture, 1 9̂ : Tj- t 
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CAPITAL FORMATION IN FARM BUSINESS 

lEhe extent of capital formation and its measurement 
be tradition* have been receiving the attention of econondcts continuously. The 

concepts developed and the methods used for its iTeasurement have been 
Bagureaan^ 

t i o r r 

'or p r e s e n t 

such as to meet the needs of the economies of industrially developed 
countries. Capital output ratio is of recent origin and it has been 
found useful in theoriesof economic growth. However, the concepts 
of capital ?nd its me-suremont are to be ».o modified as to suit the 
needs of neasurment of c-̂ pit-l in relation to output. Such a ro-
orientation is all the more nece; sary in an underMieveloped countiy 
lilte ours with programmes of planned development of the econom; Por 
the assessment of the inciQWP in tho capital necessary'' to generate 
a certain development in acgregate output as well as also to set up 
priorities as between different uses ox capital within various sectors, 
measurement of capital specifically in reletion to output becomea 
essential. 

The extent of capital formation among other things 
can be measured in the followinf- vreiysi-

i) . Makin: •> ostimates of annual incono and savings 
Within that income viiich ?re devoted to investment or addition to 
capital assets, apart from those devoted to repairs and maintenance of 
existing assets, adjustment being made for changes in prices, 

ii) Making estimates of the values of capital assets 
at the beginning and at the end of the year and obtaining diffei^nce 
between the two estinates after making allowance for depreciation, 
absolenoe and changes in pricos. 

iii) Taking the physical inventory of capital assets 
at the beginning and end of ? period, taking the difference and estima­
ting its value at base period prices. 

(i) As regards the firstmethod, i.e., the estimation 
of savings which are devotod to investment or addition to capital assets, 
it rjay be added that even in advanced countries whore the scope of 
available data is vide and people generally keep records of recoiits 
and expenditure, when savings are estimated from the difference between 
receipts and total expenditure, the results are not very reliable. But 
in the ODuntry where the cultivators arc illiterate and are not 
in the habit of keeping accounts, it is very difficult to find out the 
savings as accruin^^ from total income minus total expenditure. Further 
difficulties are exporeinced in this method to find out how far these 
savings are used for the acquisition of capital assets. This approach 
is therefore not quite suitable for measuring capital form tion in 
this country. 

(ii) The second method, i.e. evaluation of capital assets 
at two points of period is besot -vd-th mary difficultios of evaluation 
and estimation. F.rstly, all the valuable typos of assets are to listed, 
then these assets are to be eiraluatod andnocessary alloviances for 
depreciation and changes in prices, etc. are to be made. " In this 
ponnoction it needs to be pointed out that most of the assets of the 
cultivators''Such as land, Duildings, etc have a very limited market ixi 
the rural areas and these do not change > hands frequently. In most cf 
the cases, these are being handed over by generations'from father to 
son. As such, evaluation of these in most of those cases will be of 
subjective nature. Tho difference in the values of assets at two points 
of period may thus bo minly duo to individual judgenent of evaluation 
and may not thus bo real. 

(iii) Of tho three methods, the third is better than tho 
othor two. However, it is not possible to get the, pricos of each of tho 
items at even the base period, ospocially where there is no possibility 
of transactions. Also tho price paid t^ a particular asset vAion 
the other complementaiy parts are atready in existonco is much more than 
its proportionate share m the values of the entity as a vrtiolo. The 
method of obtaining aggregate value, ty soparatoly valuing each item 
capital asset by its market price though at tne basp period does not 
correctly measure the value of the capital asset. . A"lso the quality of 
capital asset night have changed tstveen two periods of time in its 
capaciiy to generate output without thew being a change in either 
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money expenditure on it or a change in its inon^ value, as for example, 
\jhen a resource like part of family labour whose opportunity cost is 
zero is expanded in improving land. Also the growth of one capital 
resource only while it con incrase the aggregate value need not necessarily 
inciBWw the output generating value of the capital asset as a whole. 
Therefore the nothod/findin;^ value of each com.ponent at baso year prices 
and adding them up to determine the value of the capital asset does 
not servo a useful purpose in trying to measure its capacity to genoretQ 
output. 

In the planning and ovaluaMng dcvolopmental prograoning 
of an under^developed econoitry, p more direct method of moasuronont of 
capital in relation to tho output it can generate it' very much needed, 
especially sinco the traditional PiOthods do not satisfy the requironont. 
In order to doviso such a measure it is nGcossary to review the factors 
determining tho output of individual fiiTi and indus;try as a whole. 

2* Factors dotormining the output of a fhrmi 

Tho output of the individuai. Si.m doponds on the 
following factors 

1« Demand for product of the individual &.rn 
2, Its size 
3, Its organisation and nanagcnont 
4 , The technique of production ijsed 
5, Efficiency of factors of production 
6, Price and supply conditions of factors of production, 

fixod as well as variable, 
7, Extornal ocononies specific to the f i m 
8, Factors influencing the demand for the product of the 

Industiy as a wholes 
9, Factors influencing the supply and other organisational 

factors of the industr^r as a whole. 

Theso can be briefly illustrated by examples of changes in tho factors 
leading to changes in the output gonorating capacity of an individual 
farm, 

1, A change in tho demand forthe product of an individual 
farm can cone about by changes in the strucooro and crganisatlon ofothor 
, farms, changes in thoir cropping pattern, other factors ]flading to changes 
in the supply conditions of products of other farms and changes in demand 
for the products in general, 

2, There nay bo ? ohango in tho extent of operational 
holding and the corresponding compl.omontary resources can contribute to 
changes in output of the farn,, 

3, Tliere nay be an inprovemont in methods of planning, 
oi^?nisation and nanagemont leading to a hotter utilisation f the 
resources than at present. In that case also, tho output • '•eloping 
capacity of the farm consisting of land and other conplenont..j.'y resources wil 
increoso. 

4, If there is a new well dug or a woll 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 • 
takos place leading to a change in output. t 

5, By the use of excess fam.ily labour' or bullmck labour or ; 
ty e scheme of collrboration \d.th other cultivators!, it is possible to 
carry out certain inprovenonts in tho quality of each capital asset without 
there boing any expenditure of money specific for the purpose. These 
changes can contribute to a substantial inci©aa> in the output generating 
capacity_of the farm. • 

8» By tho dovolopnontal prograrmes inp.tiated by tho 
Govemmont like supply of credit on easy terns, supjply of better seeds 
and fortilizors, organisation of better methods of (marketing will bring 

file:///jhen
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about external economies thus leading to a larger output generating 
capacity of the fam. 

7. If prices of facotrs of production change, a now optinum 
allocation of fixed rosourcos between alternative entcrprisos nay bo 
brought about. 

8. If the industry in the countiy develops, tho intomal 
demand for agricultural products incrases. Similarly if there is a 
change in tho demand fron outside, tho output gonorating capacity of tho 
capital comprising tho individual fam incio»j»«. 

9. If various farms combine to f o m a co-opcrativo fana 
or a co-operative marketing society, or they initiate pto^ramos of 
ODmnunity dovelopnont by vDluntarj"- labour, tho supply conditions of tho 
individual farm are altered thus leading to change in its output gonorating 
capacity, , 

genoratinl^^oapaci^?^ ^^Pt^isa v^ue of a f a ^ to reflect output . 

It is scon from -bovo that in order that devolopnont 
of the economy nay be properly planned, capital fornation has to bo 
measured with particular reference to output generating capacity and tho 
various factors enumerated abovo havo to bo takon into considoration. 
This neasument c^n bo done in terns of the output of the ropresontativo 
fim in the industry of the type Marshall has discussed. It is not 
nocossaiy to merely doscribo a reprosontative f i m in qualitativo toms but 
any one such c?n bo chosen as ? yard-stick for neasurencnt and tho 
output of other firns in the industry compared in relation to output 
of the representative fim. The changes taking place in tho output 
of the various fims at different tinos can bo compared ty comparing tho 
values of tho output at base yoar poriods. This onablos noasuronent of tho 
capital valuo of tho industry in torns of tho capital value of tho 
representative firm at base year prices of output. Even if different 
people adopt different firms as yard-sticks, thqy can bo doducod to 
a common aaj>J». Again tho capital values of ropresonatativo fims in 
two different industires at baso yoar output prices, can bo ODnparod in 
torms of the values of their outputs at baso year prices. This method of 
measurenont provldos the basis for noasuremont of capitrl fornation in an 
industry in its capacity to generate output and also it provides a basis 
for conparision or the capital values between tv/o industrios. This 
does not, of rourse, at onco provido any criterion for shifting of capital 
from one industry to another industry. The priorities to bo set up 
in terms of capital output ratio havo to be viewed in tomsof the input 
output structure necessary for the working of tho OCD nomy as a vriiolo. 
Subject to this boundary condition, priorities in tho assessiaont of 
the accunulction of capital botwoon two periods of tir.ic and between 
various sectors at tho same tine can be sot up, . This ̂ CfifcctiarJly 
provides a way of assessment of tho directions in which a non-<ionotaiy 
capital fornation has takon place. Criteria for diversion of active 
rosourcos from other usos to collaborate with idlo resources for capital 
formation between the various sectors can bo set up thus loading to 
a fullor exploitation of idle resources and quicker pace of planned 
dovelopnent of the eoonony, 

Sone Results from F a m Managonont Datat 
Unfortunately'-, data are not at present available so as to 

be able to assess the capital fornation infara business in tho light 
of the considerations given above. 

In order to have an estinate of tho capital fornation 
through actual expenses as well as with the help of far.iily labour and other 
equipment and resources owned b-/ the .cultivators, the relevant data were 
collected through the trained and oxpereincod investigatdrs from 40 
cultivators (spread over 4 villages) studied under f a m nanagetiont 
invostigations fron 1954-55 to 1956-57 in each of the States, West 
Bengal, Punjab, and U.P. 

1, WEST BENG/J,: 
(a) Operated area and purchases of land and liyestocki 
Tho extent of operational aroa of the farms is the chief factor 

detormining the changes in the level of invostnont at tho fams» It will, 
thoreforo, bo relevant to study the changes in tho operated area from 
year to year. 



'T.i1BLE I 

Particulars of operated area per' holding 
(Average of 40 holdings in West Bengal) 

, ' (Acres) 

SI. 
No. Itoms 1954-55 1955-56 1956..57 

Total Per holding Total ^oldin^T Total Por Hole 

1. Area oitood .and self 
cultivatod 5^,19 1«39 

'2. Area leased out 18.,o7 0,47 
3, Area leased in 32A3 Or,8% 
4. Total loperatod area 87.92 2,20 

55.11 1,38 
20.15 . 0.50 

'30.29 0.76 
85,40 2.14 

55.36 1,39 
20.15 0,50 
30.04 0.75 
85.40 2.14 

It nay bo seen that the average size of fams almost 
renainod the SCJ-IG in all tho years. There has been only a slight incrase 
in the owned area during 1955-56 and 1956-57. On the other hand, the 
area leased in has shovm sone docreoaein tho sane period. 
. ,̂ There has been sone sales and purchases of the draught cattHe at tnese holdings. But as the operated area remained almost tho sane, 

these transactions msy be taken as mostly of a replacopont nature. 
Both the purchases of land and draught cattle, are not 

considered as the item.s of capital formrtion from the point cf vie;-̂  pf tho 
community for vrhich they -.re only transactions from one individual to 
another. They are, however, considered as the itcas of capital formation 
when it is measured from the individual point of view, 

(b) Gross capital formation! 
The expenditure of c. oapital type on other items of 

capital formation in Fcrr;. B-osiness are given in table II 
TilLil II 

Gross Gapitcl Formation per F-rm 
(Avorage of 4-0 holdings in West Bengal) 

195.1-55 
I T E M S 

1955-156 
(Rs) 

1956-^7 

valuo Per cent value . pe r-cont Value Percent 

1. Reclamation of land -
2. Burding and other land improvements -
3. Di.eging and repairs of, woli and.deyelopmenta of other xrrigation^sources ^2 ̂  

4. Laying of oi^ards -
5. Purchase, construction and repairs pf.fam houses.^ ̂ „ - cattle shed, etc. 18.12 
6 . Purchase of implements, 

nachinory, and transport 
equipment 1.23 

7. Others - . 

40.6 12.90 49,9 

55.6 12.20 47,2 

3.8 0,77 2,9 

1.13 

6,70 

7.54 

0.60 

7 .1 

42 oO 

47.3 

3.6 

TOT/J." 32.56 100.D 25.87^ 100,0 15.97 100,0 

It nay be seen that the major portioj^of tho expenditure 
havo boen^on itens 3 and 5 which form as much as abd^ut 96 per cent of the 
total capital outlay. The remaining expenditure i«f on prudiase of inplnon-fe 
nachineiy and trcnsport equipnont. The exponditu^-e on items 2 to 5, which 
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nay be considered as having direct bearing on production is only about 
45 per cent of the total. 

. Tho rate of jarsital fomation apTTears to have docrased from lts.32.5 per noldxng xn 1954-65 to Rsol6 per holding in 1956-57, 
(c) Broak-up of tho capit.al o}cpondi.Purot 

Tc havt an ilea ho.v far tho capit-.l t'ornation has occurred 
on account of the c.ctual. GX:'••nditaio or through ov:iod oquipnont and 
family labour enpioycd on. th c r c: -.a 08 vrhicn :.va-' be co'nsidercd as 
3oading to capital fornat:.o;,̂  :h.c ]A.rccntc-o dist:ibution of the total 
expenditure of ca-i.tal trru;- uv •ir.fforor.t c-'tcgoricn if jri.ven in tho table 
III. 

•l.Ĵ Lh. ., — J, 
Porr,on':a, <-.' j:.3h?ah'-. •cion ol G apital. 
to p.rose 

n c.... 
-T'. tion t -,' diffo 

»c 
t,ri<5. 

Itor.:s •jc 5 5-̂.5 6 1955< 

Gash •v.;. •- 76.3 
Kind o <; o -.. I.' i.s 
Value of ownod 
material usee? 10 0 2 1I»5 10. G 
Value of F--̂r.iily 
labour spent 14. î. 15 

100.0 100 ,.o 

It may bo soon thr-t .;onsidorab].c pcitxon of capital fomatic 
has occurred through tho la-xl^' laoour -nd. owned r.aterials. Ls such, 
if this portion is not teJic; into account, tho capital formation in 
agriculture v̂ill bo under-cot: .̂ --nor: to th:; oxtont of about 24 por cent. 

Net GcLpxT.al r.);i:r:j.a-cif..a; 

Thu ."ore J ii,-r.;r. •• I'olato tc tlio jross capital formation 
in agriculture. Tc .ar.̂ ivo v: jric; ni-:. or.p.tai forriation a further allowance 
for depreciation^ obsolcs-roncc. ..'ai:.cnf;o, c o C o xn to to nado. If an 
allowance, of SCji L'j ivAc for li-.^-io. the n.-:rt. cap it .i3 farr.i?tion por f a m 
cones to Rs,25, 21 and 13 iv-.n^ ::'..'^'i^55, 1955-5*^ and 1956^57 respoctivoly. 

'•^J .̂Jg?£:th''"":.;j-yii/ " ^ purchagQ of land and livestock: 

The .̂ .verâ 'c .̂i./.;. cf the far:., dxcl nor experience much 
change during thc' ':erior! undo* rovieWc The area owned has incroa&dd .to 
some extent in J9i5-56 and i956"57„ 

TiJjLZ IV 
jpa'itic'ulars of operated area •por holding 

(ivcrafyo of 27 holdinf̂ -s in 3 v?.llaf?os in 
Uttar Praccsh; 

^Acres) 

s5̂. 1954.-55 1955-50 1956-57 
No. Items Tot^_PGr_hol^xCg„ ^T2t^siT Total. Eej; holx 

noldlng 
1, Area ownod & Self-

cultivated 367.89 13.63 372,97 13p6l 373.22 13.82 
2. Area lo asod out - - ^ -
3. Area leased in - - « - — -
4, Total oporatGd aroa 357t89 13,63 372.-97 13.81 373.22 13,82 

.,..^„__ \y/ tho Gxpanslon of tho F a m Business or 
Ganges in techn6lo{:;y •. ._y.. 
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(b) Gross Capital Fomationi 

The rate of capital forrnation por holding seens to bo quito 
high in 1954-55 i.e. Rs.668. It docroasod to Rs.l26 in 1955-56. But it 
agains experienced some rise in 1955-55. 

TABLE V 
Cross Cai;ital Forr-iation por Farra 

(Average of 27 holdings in throe villages in Uttar Pradosh) 

M 

SI. No. I T E M S 1954-55 1955-56 1956-57 
VaJae Per cont Value Porcont Value Peroont 

1, Roclanation of land 15.4 
2, Bunding & Other land 

inprovenonts 0.5 
3, Digging & repairs of wolls 

and development of othor 
irrigation sources 9.7 

4, Laying of orchards 7,2 
5, Purchase, construction and 

repairs of ;.- . - ';; 
' " farm houses, cattlo 
shods, otc. 

2.3 8o0 6.3 5.5 1.9 

0.1 - - 4.7 1.7 

1.5 1.3 1.0 5.6 2.0 
1.1 2,6 '2,1 21,5 7,5 

451,6 67„5 92.4 73.5 191,3 67.3 

6, Purchase of implements ma­
chinery & Transport 
oquipncnt 18< 

If Others -
27,5 21.5 17,1 55,7 19.6 

8, TOTAL 658,8 100.0 125.8 100.0 284.3 100,0 

It ney bo soon from tho percentage distribution of the 
capital outlay that the purchase, construction and repairs of f a m houses, 
cattle sheds, etc, alone accounts for as m c h as 67,5^ in 1954-55. 73,556 ih 
1955-56 and 67,3^ in 195S .57, Noxt to this, purchase of inplemonts, 
nachinery and transpo-^t oc'.Lipmen"v. cor.prisos 2 7,5, 17.1 and 19,6^ in 1954-56 
1955-56 and 1956-57 respectively„ Tho purchase of bullock carts is tho 
major item which rccouiiî s for as much as -bout 50% of the total expenditure 
on this item. The expendituro on reclamation of land also was considcrablQ 
during 1954-55 and 1955-56. 

(c) Broak-Up of Capital Fomationi 
,» 

The breclc up of capital outlay into different categories 
as given in Tr.blc VI shows that a najor portion of the capital expenditure 
is comprised by cash expenses. The percentage of non-4aonotary oxpenditure 
varies bctweon 4.9 in 1954-55 to 15.9 in 1955-56 

t ; j : i e v i 

Porcontage distribution of capital oxpendituro leading 
to gross capital fornation - by different categories of 
oxpendituro. 

X ^ i i ^ - ^ ' ^ ^ H l 
S I . No, Items I954I55 ~1955-56 1956-57 

1. • Cash 95.1 
2. Kind 1,3 
3. Value of owned naterials 1,0 
4tl iTalue of family'labour 2.6 

84,1 
4.1 
3.4 
8.U 

TOTAL 100.0 100.0 

91.5 
2.0 
2.1 
4 , 4 

100,0 
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SI. 1954-55 1955-56 1956-57 
•̂'̂ ^̂ '̂  Total Per Total Per Total Per holding 

Holding^ 

1» Area owned end self culti­
vated 402.59 12»06 483.34 12.08 485.09 12.13 

2. Area leased out 0,41- 0.21 8,44 0.21 8.44 0.21 
3. Area leased in 215,04 5.38 226o99 5o67 205.25 5.13 
4. Total oporatai area 597-53 17,44 710,33 17,75 690.34 17.26 

C^) Orcp.s Oapit.ai. Fcr..-ui-bio_n; 

The rate cf capital formation has showr subistantial increaeo 
during the period under roviov. It increosid from Rrall.-3 per holding in 
195-1-55 to Rs,112c8 in 195o-'57.. The percentage disoribution of tho 
capital expcciiLure amen-; drfforGnt iiens as i^von in Tablo VIII for each 
yoar v-iles ccnsidorably. 

Vi]j 
5ggi:^ r-'i::.̂  r-̂  -'^'-r-^Lx-m per Fain 

.'.i-v-oraroof 40 holdings in Punjab) 
„ 

SI. No. Items l^^k^ 1955^56 1956-57 
yij.o Por cone Value percent ValuoS Percent 

1, Reclair^ation of land ?..C 26.7 3.0 5,0 16.7 14,9 
2, BuiiJir.̂ - and cchoi- land 

imiprovenonts - — 
3, Digging and ropnirc ci ./oils m a 

developmen-c cf c: ih'-'̂  irrifjo-jiion „ ^ n r^ cyio r, sourcoi 0.3 2,5 3,5 7,0 54,2 48,0 
4, Laying of or chords „ „ - _ — ^ 
5,, Ptirchase, -construction end -"cpairs 

of fam, hous-is, Cc-rGtlc sheds, otCc 
4,5 40.1 23,8 47..7 39.1 34,6 

6. Purchase of ii.-iclenents, machinery 
and tranoport equipnont 3.5 30.7 19c6 39.3 2,8 2,5 

7. Others - - „ „ « , -
TOTAL 11,3 100,0 49.9 100.0 112,8 100.0 

Proportionately, the orocnditurc is more on reclanation of 
land in 1954-55,/purchnso of inplononts, machinery and transport equipciont 
in 1955-56 and on di'^ging and rer-nlrs nf •\,rolls and dovolopnont of 
irrigational resources in 1956-57„ Tho pcrcontago expenditure on purchase 
constau ction and repairs of far.r houses, cattlesheds, otc. varies botwoon 

(d) Net capital formationt 

Making an allowance of 20^ for depreciation, accident, otc. tho 
net capital fornation por holding cones to Rsc535, 101 and 227 in 1954-55 
1955-56 and 1956-57 respcctivGly. 

(a) Operated area and jurchases of land and livestock 

Tho average oporatjcl arc <. of tho fariis alr'ost remained unchanged 
during the period midor rofo:-?..',OG , llio area owicd has exporionced sono 
increfino dnrir- 1955-56 ••..:id iK['.>:• 5?.. The 1 cased in area showed an 
incBQSO of about 11 acres in 1955-56 , bTlit there W8.s - considerable 
uocreacr ^.r -it -in -!956"'^7, 

: ill; VII 
Fartieulars of px.^vs.ZQa. area por holdin/? 

{Lvora,jQ of 'iO h'-̂ ldings in Punjab) 
. . . L^2^2^1 -
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34.6 in 1956-57 to 47.7 in 1955*56. 

(c) Broak~up of capital cyponditurox. 

The broalc-up of capital Gxponditurc into different categories 
of oxponditurG such as cash, Idnd, etc. is given in Table IX. 

TABLE IX 
Percentage distribution of Cc itO. expenditure loading 
to gross capital fomation by difforont categories of 
exponditiu'Oc 

(P^jabi 

SI. No, Itens 1954-55 1955-55 1956-57 

1. Cash 64.4 85.2 04.1 
2 . Kind - - . -
3. Value of ownod 

Kiaterials - — 1.4 
4. Value of fanily 

iab^v^pent 3^^^ ^̂ ^̂ g ^̂ ^̂ ^ 

TOTAL 100,0 100.0 100.0 

It has been found that non-nonetar;r expenditure account 
for about 15^ of the total expenditure on the capital outlay during 
1955-56 and 1956-57 and about 36^ in 1954-55. 

(d) Not canital fomation» 

Making an allov/ance of 20 per cent for depreciation, accidont, 
etc, the net capital fomation per holding is reduced to Rs.9.1, 50.0 
and 20o3 in 195.::-55, 1955-56 and 1956-57 ' rcspctiTOly. 



o f l a t e s o f i e ' v i e u ' s h a v e b s ^ n e x p r e s s e d a b o u t d e e i s f t o n s 

i n r e s p e c t o f ' © e ^ s o f l i v e l i h o o d ' , ^ e c o n o m i c s t a t u s ' a n d 

• e H p l o y a e n t s t a t u s » s o f a r a s t h e 1 9 b l p o p u l a t i o n c e n s u s i s 

c o n c e r n e d . A t t k e l a s t f l 9 5 1 ) c e n s u s , t h e r e w e r e e i g h t 

l i v e l i h o o d c l a s s e s , f o u r c c t e g o r i e s f o r e a p l c y a e n t s t a t u s 
a n d t h r e e f o r ' e c o a o a i c s t a t u s ' . T h e l i v e l i h o o d c l a s s e s 

w e r e ! s r . i n t a i R e d a c r e o r l e s s f o r e n a b l i n g c o n p n r f i b i l i t y 

v . ' i t . - d a t e c o l l a e c t e d a t t h e p a s t c e n s u s e s , H i a p l o j w e n t s t a t u s 
w a s L i t r c d u c e d f o r t h e f i r s t t i n e i n K e e p i n g w i t h i a A t o p a a t e t p a a i 

i n t e r n a t i o n a l s t a n d a r d s . T h e t i t l e ' s e l f - s u p p o r t e r ' v / a s 

u s e d i n p l a c e o f » e a r n e r ' i n o r d e r t o i n c l u d e a a e a r a e d 

i n c o m e r e c e i v e r s . 

T k e l i v e l i i i k o d c l a s s i f i c a t i o n wss r e a l l y a c l a s s i f i c a ­

t i o n f o r i n d u s t r i a l s t a t u s , w i t h t h e d i f f e r e n c e t h a t t k e 

i n d u s t r y ' a g r i c u l t u r e * h a d b e e n d i v i d e d i n t o f o u r s u b - g r o u u S 
t o t h r o v / l i g h t o n n o n - o p e r a t i a h f e o v a i e r s o f l a n d , o ^ m e r -

o p e r a t e r s , n o n o w a e r o p e r a t o i j s o f l a n d a n d a g r i c u l t u r a l 

1 b o u r e r s . m a g r i c u l t u r i s t w a s t o b e c l a s s i f i e d ( s a y > u n d e r 

• c u l t i v a t e r o f l a n d w h o l l y o r m a i n l y u n o w n e d ' i f c u l t i v a t i o n 

o f s u c h l a n d was h i s p r i n c i p a l m e a n s o f l i v e l i h o o d a n d n o t 

e v e n i f s u c h c u l t i v s t i o n i e a ' c l t c a a m o r p a r T T o T T i i s i n c o a e . 

J i x i k i x x r s g a i a i J t h a s b e e n f - ^ u n d l a t e r t h a t e v e n a n a g r i -
c u l t u r a l l a b o u r r w i t h a s a a l l p i e c e o f l a n d h a s b e s n " 

c l a s s i f i e d a s c u l t i v a t o r o f l a n d w h o l l y o r a a i k l y u n o ^ v n e d . 

I f s o , t h e b l a a e s h o u l d p e r h a p s b e p l a c e d o n t k e s h o u l d e r s 

o f t h e e n u a e r a t o r s . 

b e c a u s e z a a i n d e r i a n d o t h e r i n t e r a e d i a r y i n t e r e s t s w e r e 

b e i n g a b o l i s h e d , i t i s f o u n d t h a t m a n y c o r n e r n o i i - o , . e r a t o r s 

r e t u r n e d t f t o - ' ^ se l v es a s o w n e r o j e r a t o r s a n d v i e r e c l a s s i f i e d 

u n d e r ' c u l t i v a t o r s o f l a n d w h o l l y o r m a i n l y o w n e d ' , jt w a s 

u n f o r t u n a t e t h a t t h i s c o u l d n o t b e f o r e s e e n a n d e n u a a r a t o r s 

a l .=>rt e d . i j r x t x a f f z 

D o e s t h a t a e a n t h a t t k e a e a n c o f l i v e l i h o o d c l a s s i f iT -^^"* 
c a t i o h b e g i v e n u p a o w v C o a p a r a b i l i t ^ / s M T I " d e * f . u i d s t h a t ^ i ^ ' " 

i t b e a a i n t a i n e d . ^ t a t i a e whan i t i s a q u e s t i o n o f 

H c v i a p m a n p o w e r f r o a a g r i c u l t u r e i t i s n e c e s s a r v t h a t w e a u s t f e 

h o w t h c a g r i c u l t u r i s t s a r e d i s t r i b u t e d . T h e c l a s s i f i c a t i o n 

d e e s n o t i n a n y way a f f e c t t h e d e t a i l e d c l a s s i f i c a t i o n 

i n d u s t r y - w i s e . 

N o d o u b t iskst t h e r e i s r e a s o n t o a s k f o r a s u o c l a s s i f i -

c a t i o n o f c r o p s h a r e r s u n d e r * c u l t i v a t o r s o f l a n d r k o i l y o r 

a a i n l y u n o w n e d * . 

s i m i l a r l y , i t w o u l d b e s e n s i b l e t o asic t n a t ' a g r i c u l t u r a l 

p l a n t a t i o n s , f o r e s t r y and f i s h i n g ' s k o u l c t b e s h i f t e d f r o ^ -

l i v e l i i i o o d c l a s s V f ^ r o a u c t i o n o t h e r t h a n c u l b i v a t i o n ) . g i t h a r 

t n e s e b e g i v e n a s e p a r a t e s u b c l s s s u n d e r l i v e l i i & c c c ^ t p o r v 

T o r a l l o w e d t o b o d i s t r i b u t e a i n t n e f i r s t f o u r l i v e l i h o o d 

c l a s s e s , to W e w o u l d p r e f e r a s e p a r a t e c l a s s . 

mv.^ i « f l t f.pn<5us u s e d t k e c a t e g o r i e s ' e a p l o y e r ' , ^ e a p i o y e e s ' , 

, i . d e I ^ d » f - o ? k l r ^ . o t h e r s . ^ ^ ^ ' ^ 

^ ^ H ^ f c ^ d L t s ?^rniSfc d e p e n d e n t s n a t u r a l l y i u c l u a e d b o t n 

ri^^?^ ^^^^^^ ̂ p^^^^ 
c l a s t i f i c S i c n , g i . i u t ; u s s i x ^ a o t i B i ^ s t a t u s ^ - ^ s e a S T l . 

l a o ^ i i t i s i s a i t s s y b e s a i d t j a t t h e s e six l e . i v a o u t 



d o » o t e a a b l e U8 to t h r o w l i g h t o n t h e f c l . o w i n g t y p e s 
c f w o r k e r s t -

1 , u n p a i d f a m i l y uXirliars 
2, s a l a r i e d w i ^ r - c e r s 
3 , c a s u a l worKero 
4 , leitxEBsiiKMrsx u n e ' i p l o y e d s e ek ing j o b 

f o r t h e f i r s t t i ^ e 
5 , i t t i e a p l o y e d s e e k i n g : JQb n o t f o i t n e f i r s t t i a e 

6, g t u d e a t s 
7 , Y^OMse w o r k e r s 

8 , I i i f i r a 

9 , B e g k a r s 
1 0 . I n s t i t u t i o n a l p o p u l a t i o n 

I t May a l s o b e r emarked t h a t i t w a s re*?lly d i f f i c u l t 
f o r the heads ic d e c i d e a n d K d e c l a r e c o r r e c t l y \ 'act* ier 

a n e s r a i n p m e i ^ b e r o f the h o u s - h o l d Q e ^ T s n UPipyid JJH 

f a a i l y \vor?cer'was t o be c l a s s i f i e d a s ' s e l f - s u p . ^ c r i a g ' i n 

th3 ,?eR5e •sfr.j:xr:^'k:f.p^7JiLT^"iTk his " o r h vroulr- e n t i t l e " h i « t o 

s r e a u n e r a t i o n s u f f i c i e n t f o r t he a a i n t e a a n c e o f h i i B e l f . 
I t k&F been er^:ued by e t h e r s thnt he^id'^ insy c - ' j l e re 

t h e m s e l v e s a s s e l f - s u j j j j o r t e r s anc a e e i a r o th" s e a s a'? 
e - r r n i a p d e p e n d e n t s a e r e l y o n ' p r e s t i e e ' g r o u n d s , ta ••hidi 

c a s e ^ - m m -if^ the-ra i7 .b^r^-^—jtw^tfi^--ei"-liv-X;.a . :-wd- b-r^ -v&a r̂d^d 
aa-Jii^-T:44fe4^£^-^»e*Tfi<^ tnc hev:^U> j r i n e i 1 
i g e m s 01 l i v e ! i l l od w i l l p , e t f ^ddit ion.-? ! x'Etiab.ssfax Wv?i( \ \ % ^ 
w h i c h v i i i d i s t o r t t he p i c t u r e . B u t t h e d j i i u e r :n 1 1 r a a a i n 
e v e n if we do av/ay w i t h t h e t e r s i "e? .rain,^ cepeadPut"."tnu 

" d ' rpenaant^* a s a l s o •y3e l f - sU j^ . x " r t e r " a n u i n s t e a d i i t r o d u c e 
the l a b e l s 'oxto a c c o u n t v . ' o r k e r ' , ' e m p l o y e r ' , »ei;iiJ.oy.. » 
anu 'u i i j j e i a f a a i l y v / o r k a r ' . C u t l o f p r e s t i g e c o n s i u e r a t i o a t ^ 

ine h e s d m a y : - t - l l d e c l a r e h i t t i i e l f as t h - o n l y ov;; ac .oui»,V 
wor iC6r ( o r e s p i o y e r ) a n a r e t u r n o t h e r s ; i s unpa i o f a a i l y ' 
H-o r a c e r s . 

B e s i d e s , i t i s h o p e d t h e r e i s c e n o r r ^ l n g r o e ^ e n t th.'^t 

the i n d u s t r i a l C A G oc-:-:. p o t i o n r-i d i s t r i b u t i o n be r e c o r d e d on 

^ t n - b^aeio c f t i i - houGe.iolr i - less c g v -1^;., e c e c u , t r i 

l i ^ e 7noT ; : ;" l Q o * ^ - ^ ^ - » f « » i l y wh-e-r* tn--- frrt'*erf's h e a d ) 
is^.A. p o s i a i - cl-e?vv g e t - i ^ a g fe. 15^^ p . n . v h i l f i t h e p o n a s 

a-g^V6ra4i^ea-tr e x e^^irt iv* © f - . i e e r i s d r ^ ^ - i n r 3 t 0 p-T-
i4«^t- i£. t n e s e x i n s of^-l iv^iiBorrd f e r the housuftGlrr^ ^^k-t i i i t 
be- wi4J9: r e f e r t r f t e ^ - w t^-fifth^sr',?: v,-.^r/c &t t f t - e^fi-^e w & r ^ 

I n o r d e r t o a v o i d i n t r o d u c i n f : i n v e s t i f a t d T b i c s , i t s aeas 
d e s i r ^ ' b l e to l e a v e i t t o th^ h o a c i i d e e l y r o t he s e l f -

p\i . p o r t e r s , " i t h s v i e w t o f i . d c u t t.-ic ocoUi^eti . n - u 

d i s t r i b u t i o n o f 1 1 w o r k e r s , i t \.ould h - u i i ' i u i ^ b t to 
!H:c to£ ;ether the J/r int?i^al jsesns o i i i v l i i o .d d a t a f o r 
t.ic; s c i f - s p , ^ o r t e r s _ e n - . tke s e c o n u a r y c liviliac . a 
d i s t r i b u t i o n d a t a i a ike e a s e o f e o ' r n i n , i l t=, . -n 'c / . t . ^ - . 

' t t h e p r e s e n t t i a e the p ^ n r i e r f - nus t f ine ' oui w h o a r e 
s e l f s u p ^ r t e r s a n . t f l i i r o c cU j ^a t i ona l c i f ? t r i o u l i o n , 
a s a l s o t h e d i s t r i b u t i o a ^ c r e a m i n £ . e p u n d e n t o v i t 
s e c o n d a r y Heuns o f l i v i i l i h o c d . if w e r e c o r d o n l y t h e 
a c t i v i t y s t a t u s , we w i l l b e l o s i n p t h e a n a l y s i s by ti-e 
h c u s e k o l d» ^q^^f ipc^«g^FAixixkass*k§t i«xi?imrKa 
m3oeinicjx^aLiatms:TSXSx:^x9.t^ w h i c h i s 
p o s s i b l e a t p r e s e s t thrcu^.h a n a n a l y s i s o f t)ic p r i n c i ^ j s l 
a e a n s o f l i v e l i h o o d o f t h e s e l f - s u p " p j r t e r s . J f we v/ant 
t o s t u d y the d i s t r i b u t i o n o f p r i n c i p a l cioans o f l i v f i i i a . od 
a g a i n s t the s u b s i d i a r y a e a n s c f l i v c d i i i . , ; i, t h i s ecu b e 
h a d b y t c t o t a f X i E g a t k i hav ing a tv;D-v;ay t p . b u l c t i o n f o r 
t h e p r i n c i p a l a n a amk Sucoada ry a e a n s ' o f l i v c i i a O ' ; u o f th** 
e a m i n ^ depencent^ j , V«J-

I j n ' o u r o p i n i o n i t v/ill b e b e s t to adoj^t a ae t?^ i l ed 
a c t i v i t y s t a t u s c l a s s i f i c a t i o n b u t n o t e c f c i n o t e-.-ch ( s l i p 
t h o a e a n s o f l i v - I i l o o u a x - ' t f o r i n d u s t r y ) ' c f tnr. o e r s o n 



I n s o a e o f t k e s u r v e y s a c l a s a i f i c a t i o n ws« 
a d o p t e d v/as — 

A- e s m e r froii g a i n f u l e c o n o a i c a c t i v i t y 
t- ea rner i r o n n o n - g a i n f u l aGti^ity 
». e a r n i n g ; d e p e n d e n t fro^i g ^ ' i n i u a c t i v i t ' ^ 
A. e a m m , d e p e n d e n t fro:ii n o ; i - g a a f u 2 activitir 
c - . u n e n p l o y e d ^''^^7 

' f e f e e l that the d i s t i n c t i o n b y g a i n f u l a c i v i t y in th 
c a s e o f e a r n i n g d e p e n d e n t C s i s n o t U S E S i5^)rt i t a i d 
h e n c e , n o t n e c e s s a r y . T f we a r c go i n g — t o -^ o p ^ l . ^ ^ . ^ ^ ^ 

d e - t a i i « d - - . Q e t i v i i y - s J ; a - t u s - - a l a s s i - f i c a t i o n , ' ^ - t ^ ^ e s i i o n - -i-rp 

I t Hus t b e a d u e d t n a t t n e a c t i v i t y bT^atu^i.^ • 
f i c a t i o n in o u r -^ind i s t h e l o l l o w i n g t - c i , b t , i -

1. s e l f - e m p l o y e r 
2 . -riployer 
3 . ^ p l o y e e 
4 . m p a i d h o u s e h o l d vror-ver 

5. iffirasswariksTS Tncone r e c e i p i e n t s 
6 . xaassMnckaxx S e e k e i o f job f o r tiv , 
7. L E E K E R o f j o b not f o r t n e f i r s t \r^^^ s i » w 
b . iiouse'vorker 
S. >;tudent 

1 0 . InfirJi 
1 1 . =*e{ t a r s 
1';;. I n s t i t u t i o n a l p o p u l a t i o n 
L O . O t h e r s 

Y e t i t s u s t BE r e c o r d e d tiirt t E i d e a o f r e c o r d i n 
Tre3?«_separately is n o t v e r y j u s t i f i e d , •^ducotional'^^^^ 
s t a t i s t i c s a l r e a d y a r e a v a i l a b l e on an anr.ual b a s i 
B e s i d e s , v d t h t h e c p e n i . i g o r tlie C U S I ^ C O X I C G E S , it 
c r e a t e a iiroble;.! \vlittneri c J^erson v/orx : ing i j i a cone'-^ 
d u r i n g t n e D A ^ ana s t u a y p m A C A A I . - C C X N T £ ; E a t 

N I N L I T S N C U I G B E R E C O R D E D asxoirQtszxtiiisxfrKattxlxrsKxia. 

A S ' E M P L O Y E E ' O R ' S T U D E N T ' , ^ j p ^ & i t ^ s ^ - C L E A R AN^ 

C A N B E F I V E N - . H E I S A N EijictyaE E N ^ ^ I O Y E E . 

T H E R E W I L L N O D O U B T B E ^ S R S O N S V M O a r e ^ T B O T I I I I I C O N E - ^ 

r e c e i - ^ ^ I E N T S E N A E . : P L C Y E R COR ON_t;LOY£r.O ,or ' ^E I IJJLOYEEJ . ' 

A N D UF I I - 'A ID H O U S E I I O L D ' ; O R K E R I . \ P E R S O N N E Y N A V E a 
G C O Q B A N K BAJR. NCC: (OR H O U S E ^ ^ R O ^ E R X Y ) A N A Y E T -LAY N A V E a 
D A Y T I . I E J O B . NNERE M A Y B E A G O V E R N - L E I I T S E R V A N T WHO 

A T T E N C I S O I I I C ; : G U R I N E TJIE D A Y A N A UAN. -JGES A SAO^o 
N O R N I X I G A N D E V E N I N G L E A V I N £ A CJON TC A I A N A G E T I L I N G S 

D U R I N G T I E D A Y V/NEN B U S I N E S S I S S L A C I ^ . ' ] H E D E C I S I O N 

H A S B E S T TO BE L E F T T O ' * ^ E I , P O ; . U E N T T O C I E O L A R E V N I E T N E R 

LIE I S A N E I I J J L C Y E E C R ancxxacdCGraatxmKffKi I N C O A E -

R E C E P I E N T O R laiRirsaKEHKHt S E L F - R E I I I J L O Y E R . 

I N o p i n i i i e T H A T o n E A C H S L I P T H E R E B E R E C O R D E D T H E 

E e a n s O F L I V E L I H E . D O F T H E ^JERSON O N - ' N O R T I I E N & I B E R 

I S DEJT^ENDENT, V;E H.'ivG, O Y I N P L I C A T I O N , A S K E D f o r T H E 

C O N T I N U A T I O N C F T H E P R S C T I C E O F R S C O R D I N G T H E N E A N S 

0 F P L I V E L I H O C D . ^ I N S T E A N O F E I G N T N E A N S O F L I V E L I N C O D 

T N E : e N A Y BE T E N neauis OJ. I I V E I I N O O G , O N E E I A S . . . . A Y 

B E C R E A T E D TO a c c o . - I O O U A T E ' A G R I C U L T U R A L jt^L^N T A T I O N S , 

F O R E S T R Y A N D F I S I N J I G ' A N D - N O T N O R FOR ' V I L L A G E A R T I S B S - , 

H A N D I C R A F T V R O R K E R S ' . ^ * '^<^J^ ^^b.^ sJi.O I h * * - R>vt. jo>t"'̂ >v»! 

I T I S V E R Y C L E A R TO N A N Y B Y N O W T H A T U N E ; ^ ^ O : - ; I E N X 

I S N O T A S I M P O R T A N T A S U N G E R E I I J J L O Y N E N T I N T H I S 

C O U N T - - Y A N D I T V/OULC B E U S E F U L ±f SC^^IE I D E A O F 

U N Q _ 6 R E N I I > L O Y ! - E N T C O U I O B E i.ad O N A N A T I O N V / I D E B A S I S . 

I T H A S B E E N S U G ^ E S T E C T N A I : T I I R E E O R F O U R I N T E N S I T Y -

C A T E G O R I E S I I A Y BE U S E D TO C L A S S I F Y T H E WORITERA ' . 
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In our opixiion, underoaplojnfient (/xo ne f-.,,-̂ -
thc ruiol areas vrkere tbe dK'^n-ir.-tioa ? ^^^^ ^ 
into categoriosfeay^ full, kalf, uuarter ^r^^f,-
very difficult. Instead we ^ o j d ^ u f e B t t t f ^ i . ^ ^ ^ - i>e 
be put 3S to X'Mteafx person j ^allinp in fer f <i^sstioii 

^ activity,categories whether they a r . sP.Pkir fnf'"* ^^^^ 

otber hana categories ^oy be ?iire leasib'ti f ^ t^ie 
non-agricultural econondc activiie:.- butvp of 
in the present staosphere corrct '^la-if^ x?-^- afraid 
materialise, /ui industrial.worsr Ir^^i^ f,''<^7 "'^.'^^"U not 
would not revoal tae fuct cnnt \Q XQX tactics 
every day.could be I E ^ T O V C Q upon i h ^ ^ -'^^Q-^^iihos 
e'^2ployed m the flccruntant reierlr o o^T i - ^^'^^"^^x 
clea.-iy that the w.H: ir. ire oifjp^i ' 5;^-^ a a y 
three hours every ajy. it sust > - x o d s 4 + ''̂  
o f A.a.'s office sflculd not be t^orl^to t a Jr^' ̂ '^^tioi 
o f the state :-f '.nia.rs there. 2 r^^eilection 
secret that office e ^ o y e e s are )lo to - X < '̂ -'"i 
a greater proiX)rtionTf the - i f i c l n r s d o a f ^ ^ ^ ^ i ^ 
work . r'^^ oesic-

m s u m a r y , cur ^grestions >^ oi,., 
1. Retain tkeveeus cf liaihod 

and i^ponrs upon it b y n o i n g t'-o r- r--o ^^-^^^atiai 
'agricultural plantation for.^st,nd Fin^nl' '^^^ 
for •iaaadicraf1tS,and^co^,,^5 Indusi.-.<;; Z^X'Ts ^ o t % -

2 . AtioP^ a ^'^"-^JS'^ aotivr"^rla-sift?C"'"^ '-̂  ^ 
but it nust be noted aga\st each I S E I d o P O A O O ^ ^ ' ^ 
Means of livelihooa oi til person o.v/hoi he f i . d.*̂ '̂-

3. Vik He cord l^kncso fa4ng ia tlie fl^^ 
five activity categories TyV^t îBr tĥ - er-^ se king an^ 

-J^b^on account of vcri: b a h ia"ario©rless. 


