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PREFACE 

This dissertation analyses the data on 

personal incomes in Imia relating to a recent period. 

The importance of studies relating to the composition 

and distribution of personal income needs no special 

emphasis. This is particularly so in the context of 

India's Plans tor economic development and the need to 

evaluate at intervals of time the impact of planning 

on the welfare of the population. In this connection, 

it may be relevant to study the changes takins place 

in the composition of aggregate personal income 

particularly, whether the share of wages (employee 

compensation) in total personal income has been 

increasing or decreasing or has remained the a~e. 

The present study indicates that the share of labour 

in aggregate personal income in Iniia is of the order 

of 37 per cent and there are some indications that 

this share hal been increasing 1n the recent years. 

Nearly 42 per cent of aggregate personal income in 

India 1n 1964-66 was derived trom self-employment in 

agriculture and allied pursuits, about 17 per cent 

through self-employment in non-agricultural pursuits 

(business, profession and services), about 20 per cent 

f rom salaries, about 17 per cent frbm agricultu.ral 

and non- agricultural wages and the rest trom rent, 
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interest and dividends, and transfers comprising 

pensions and regular and irregular contributions. 

A study of the distribution ot personal 

income by size and by important socio-economic snd 

demographic characteristics of the popUlation is 

important per sa. In addition, the distributional 

data are -usefUl tor examining the factors Which 

contribute to relatively large person~ income. This 

study provides such data. A multiple regrassion 

analysis or the data on incomes seems to indicate that 

the level of education attained (by the head of the 

household) is overwhelm1nl].y important in the determi

nation of incoae, followed by the popUlation size of 

the place a~ which a household is living, the activitT 

status or the head or the household and the number of 

earners in a household in that order. A study of rural 

urbaD differences in incomes earned seems to indicate 

that the averase income per household tor the urban 

sector ia about 100 per cent higher than the average 

inoo~~e per household tor the rural sector. This is, 

ot course, the situation when the averages tor each 

ot these two sectors taken aa a whole are considered. 

When the averace incomes tor different socio-economic 

groups of the popUlation within these sectors are 

consi4ne4, the rural urban income differentials ahow 
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marked variations. For example, the average income 

per household for the administrative and the executive 

oecupa~ional group in the urban sector is about 246 

per ceDt higher than the average income ot the corres

ponding occupational group 1n the rur~ sector; the 

average income or the professional and the technical 

occupational group in the urban sector is 139 per 

cent higher than the average income of the corresponding 

occupational group in the rural sector. On the other 

hand, the average income per household tor the house

holds headed by workers engaged in transport and 

communications in the urban sector is only 8 per cent 

higher than the average income ot the corresponding 

occupational group in the rural sector. 

In addition, a stud7 of the inequalities in 

the income distribution is of topical interest. The 

findings arrived at in this study indicate that the 

concentration coefficient of personaL income distribu

tion in lndia is of the order of 0.41 for the ye~ 

1964-65. A comparison of the income distribution in 

India, the U.K. and the u.s.A. seems to point out .that 

the share in aggregate income ot the bottom 20 per 

cent ot households {When arranged on income) in India 

is not less than the share in income ot the bottom 

20 per cent population in the U.K. or the u.s.A. 
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However, the share in income of the top 20 per cent 

ot households in India is significantly higher than 

the share 1n inoome of the corresponding popUlation 

group 1n the U.K. or the u.s.A. It would thus appear 

that the reason tor the relatively less favourable 

income distribution in lndia in relation to these 

economieally advanced countries is not the low share 

et income taken by the bottom 20 per cent of bouse

holds but it is the relatively high share ot income 

en~ored by the. top 20 per cent of the households at 

the expense of the middle income groups. Since no 

s1n&le measure of equality or inequality has gained 

exclusive acceptance for assessing the degree of 

concentration in the income distribution, an attempt 
' 

is made to compare the degree of concentration ot 

income in these countries by means of five statistical 

measures; ot these, three seem to indicate that the 

degree ot inequality in income distribution in India 

is relatively greater than in othe~ countries considered. 

A brief study has also been made to examine 

whetb3r the conclusions or this stud:y regarding the 

degree ot concentration ot income would be altered, 

it another unit than a household were takea as the 

baaie unit ot analysis. such a study carried out, 

within the limitations imposed by the data available, 
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seems to imply that the degree of concentration of 

income tor the country as a whole remains about the 

same irrespective ot whether a household or a person 

of a consWBption un1 t is taken as the relevant basic 

unit for this type of analysis. . On the other hand, . 

it an earner is taken as the basic unit ot analysis, . 

incomes appear to be relatively more concentrated • . 

It is suggested in some quarters that the 

inequality 1n the income distribution is due to the 
. 

merging of the incomes ot non-homogeneous groups or 

popUlation thereby implyinc that the income distribu

tioa would be nearly normal it relatively more homoge

neous croups ot popUlation were considered. The results 

arrived at in t 11s study do not seem to support thia 

conclusion. The concentration coefficient of the 

income distribution shows considerable variation When 

it is evaluated for a number of relatively more 

homogeneous socio-economic groups ot popUlation. 

Changes in the inequality of income distribu

tion 8lld changes in the average incomes earned by 

different groups or popUlation are other aspects of 

considerable interest in connection with the studJ of 

income distribution. .As regards the chanaes in the 

inequalities, the present study suggests that there 

was some reduction in the concentration ot personal 
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income in both the urban and rural household sectors 

during 1960-65. The concentration ratio, which is 

a summary measure and which indicates how concentra

ted the incomes are or how widely they are dispersed, 

declined troa 0.49 in 1960 to 0.46 in 1964-65 tor 

the urban household sector1 the concentration ratio 

tor the rural income distribution dropped troa 0.41 

tor the year 1962 to 0.35 for the year 1964-66. 

Finally, a study of changes which took place 

in the average real incomes earned by different socio

economic groups of popUlation reveals some differences 

in the average rate of growth or real income per 

household per annum. Within the urban sector, over 

the period 1969-60 to 1964-66, the rate or growth 1n 

the real income or the self-emplo.yed household group, 

home-owning group and the group of households headed 

by Uliterate persona has been relatively highl on the 

other hand, the average real income per household for 

the sales and the related occupational group has grown 

at a much lower rate than tor the entire urban household 

sector. In the rural sector the growth in the real 

income of the renter group of households was very high 

over the period 1962 to 1964-661 households living in 

Place• having a population between 6000 and 10,000 also 

show some increase in their real income• but the rate of 
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growth 1n real income tor this group is only marginal. 

The rest or the socio-economic groups studied in the 

rural and urban sectors appear to have been worse ott 

in terms ot their real 1neom.es at the end of the 

period under study than at the ~ginning. 

The findings in this thesis have been arrived 

at on the basis ot household sample survey data which 

are known to be subJect to certain limitations ot 

saJBPle size and reporting accuracy. This aspect should, 

therefore, be kept in mind in appraising the results. 

It 1a hoped that the results ot th1a thesis 

ma¥ not only throw light on the recent past and the 

present characteristics of the personal income distribu

tion. Thia is the first time a study of this type 

bas been made in Imia and hence the findings here mq 

also serve as a bench-mark tor any comparison at a 

future date When fresh studies ot this type will be 

made. 

I am gratetul to Professor P.S. Lokanathan, 

the then Director-General ot the Rational Council of 

Applied Economic Research, who despite hia preoccupa

tion with a number of other activities, encouraged me 

to undertake this work and agreed to guide me. I am 

thankful to Dr.(Miss) Eva Mueller, Professor of 

Eoonom1ee, University ot Michigan, (formerly Prosramme 
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Direo,or, Survey Research Centre, University 

ot Miobigan), Ann Arbor, u.s.A., who worked aa 

a Conaultaat to the Rational Counoil ot Applied 

Bcoaomio Research, tor her valuable suggestions 

to improve the thesis. I .a obliged to Profesaor 

K.N.Ra3, Delhi School of Economics, University 

ot Delhi, Who encouraged 118 to take up this 

topic for research. My thanks are also due to 

Sri s. Bhoothalingam, . Director-General, National 
. 

Couneil of Applied Economic Research, for graciously 

· perllittiq • to utiliae the data collected bJ 

the National Oounoil for writing this thesis. 

I. Ram.a Krishna S araa 
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