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THE NATIONAL INCOME COMMITTEE
APRIL 1951

Crarrer ONE
INTRODUCTION

1.1. The National Income Committee was appointed under the Govern-
ment of India Resolution No. 15(33)-P/49, dated the 4th August, 1949,
which reads as follows:—

“The Government of India have been giving consideration for some
time to the inadequacy of the factual data available for the formul-
ation of economic policies. One important gap is the absence of authori-
tative estimates of the national income and its various components.
The Government of India have accordingly decided to sct up a commit-
tee to advise how best this gap could be filled up. The terms of refer-
ence of the committee are to prepare a report on the National Income
and related estimates, to suggest measures for improving the quality
of the available data and for the collection of further essential statistios
and to recommend ways and means of promoting research in the field
of national income. The Committee will also guide the National Income
Unit of the Government of India to compile authoritative estimates of
the national income. .

2. “The Committee will be constituted as follows:—

. Chairman: Professor P. C. Mahalanobis, F.R.S., Indian Statistical Insti-
tute, Calcutta,

Members: Professor D. R. Gadgil, M.Litt., Gokhale Institute of Politics
& Economics, Poona.

Professor V. K. R. V. Rao, Ph.D., D.Litt., Delhi School of Economies,
University of Delhi.

Secretary: Shri R. C. Desai, Ph.D., National Income Unit, Ministry
of Finance, New Delhi. ,

The Committee will have power to co-opt as and when necessary aiy
other person fo attend its meetings.

8. “Arrangements are being made to secure the advisory help of Pro-
fessor Simon Kuznets, Ph.D., University of Pennsylvania and of the
National Bureau of Economic Research, New York:; Mr. J. R. N, Stone,
C.B.L., Department of Applicd Economics, University of Cambridge;
and Dr. J. B. D. Derksen, Ph.D., National Income Unit, United Nations
Statistical Office, Lake Success, New York.

4. “The headquarters of the Committee will be at New Delhi. The
report of the Committee will be submitted to the Government of India
in the Ministry of Finance.”

. L2, Dr. R. C. Desai resigned from the post of Secretary on the 25th
December, 1949.  Shri M. Mukherjee was appointed as the Secretary of the
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Cominittee from the 26th December, 1949, and has been working in this
capacity since then. '

1.38. The National Income Unit of the Ministry of Finance was formed
under the Government Order No. 29(G) in the Memorandum No. F.8(28)-
Est.1/49, dated the 80th July, 1949, as an attached office in the Ministry of
Finance. Dr. R. C. Desai was in charge of the office till his resignation
since when Shri M. Mukherjee has been in charge. Dr. A. K. Ghosh (from
August 1950), Dr. D. N. Saxena (from February 1951) and Shri T. N. Joseph
(from August 1949) are the other research workers who participated in the
work of the Unit. The National Income Unit has been working in full
strength only from July 1950, and even then had to undergo some disloca-
tion in September 1950, three junior members of the staff having to be
changed as a result of the U.P.S.C. decisions. On an average, roughly
6 technical man-months have been spent every month since the inception
of the National Income Unit, the total technical manpower used in the work
being roughly 115 man-months during a period of 20 months.

1.4. The National Income Committee held 30 meetings in all, details

being given below:-—

1st Meeting : 13th August, 1949 at New Delhi

2nd » : 11th November, 1949 ’e

3rd v : 13th December, 1949 "

4th » : 10th March, 1950 »

6th ' : 2¢th July, 1950 »e

6th o, : 28th November, 1950  ,,

Tth s : 29th November, 1950 . -
8th-11th Meetings : Between 26th-29th December, 1950 at Calcutta
12th-24th ’ : Between 15th-23rd January, 1950 at New Delhi
25th Meeting : 20th March, 1951 .

26th-30th Meetings : Between 8th-15th April, 1951 .

1.5. Seven meetings were held prior to the visit of the foreign advisers
in which the working papers prepared by the National Income Unit were
examined, new lines of work suggested, and recommendations made for
facilitating the collection of statistical information required by the Com-
mittee. Prof. Simon Kuznets, Mr. J. R. N. Stone and Dr, J. B. D. Derksen,
the foreign advisers to the National Income Committee, visited India
during the winter of 1950-51 and stayed here for more than a month,
They attended all the meetings of the National Income Committee from
the 8th to the 24th. They also had informal discussions with the
different Ministries, the Indian Statistical Institute in Calcutta, the
Gokhale Institute of Politics and Economics at Poona, and the Reserve
Bank of India in Bombay. Dr. Rao was present throughout these
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discussions; Prof. Mahalanobis was present in Calcutta and Delhi; and
Prof. Gadgil in Caleutta and Poona.

1.6. The tentative estimates prepared by the National Income Unit
were reviewed in the Delhi meetings, and the National Income Committee
along with the foreign advisers took decisions on the shape of the prelimi-
nary report and the nature and form of the tables in which all national
income data were to be presented. The form and contents of the final
report to be prepared in course of the year were discussed in these meetings
and certain broad decisions were arrived at. The advisers left by the end
of January 1951.

1.7. The draft of the preliminary report was considered at the 25th
meeting of the National Income Committee held on 20th March, 1951,
and was subsequently revised by the Chairman and Dr. Rao. The revised
report was again considered at five meetings of the National Income
Committee held between 8th and 15th April, 1951, and was finally
adopted with certain changes. Prof. Gadgil could not attend the last six
meetings due to his absence abroad, but he suggested that if the Chairman
and Dr. Rao so desired, the report could be published with the statement
that he participated in the preparation of the general framework and the
synopsis but was not able to be present at the time of the final discussion
of the report.

1.8. The preliminary report is being released mainly to furnish govern-
ment with &n estimate of the national income for 1948-49 without delay,
and does not cover all the terms of reference of the Committee. Their
final report, however, will cover all the terms of reference and is expected
to be presented early in 1952.

1.9. It would be useful to give here a brief indication of the form and
contents of the preliminary report. The report consists of 7 chapters and
an appendix. Chapter 1 is introductory. Chapter 2 deals with the concepts
used in national income analysis, and gives a brief Indication of the use of
national income estimates in the formulation of economic policy. Chapter
8 deals with the inherent difficulties in the estimation of national income
and allied data for India, and gives a broad account of the range and types
of statistical material nsed in the preparation of the estimates presented
in the report. Chapter 4 gives a general description of the methods of
estimation used in the report. Chapter 5 contains estimates of the national
income of India for 1948-49, in different economically useful forms, and
ineludes brief comments on the manner in which this material can be used
in the handling of various questions con{ronting our economy. Chapter 6
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contains a social accounting framework for the presentation of national
income data, symbols being used wherever actual figures are not available
due to inadequacy or unavailability of data such as depreciation provi-
sion, consumer expenditure, private saving, and private investment.
Chapter 7 gives a brief account of the new statistical material useful for
national income work that is likely to become available in the necar
future, and gives some indications of the form and contents of the second
and final report of the Committee. The appendix contains detailed notes
on the methods of estimation used in caleulating the various figures
which form the basis of the tables presented in chapters 4, 5 and 6.

1.10. Tt would be fitting to close this chapter with acknowledgement of
help received in the work of the Committee. First of all, the Committee’s
thanks are due to the three distinguished foreign advisers, whose parti-
cipation in their discussions constituted a most valuabie contribution and
has left an indelible impression on the form and contents of the report.

1.11. The Committee’s thanks are also due to the members of the
National Income Unit for the hard and untiring work they have put in.
Despite the frequent changes in stalf and the shortness of time at their
disposal, the Unit has carried out the arduous task entrusted to them by
the Committee. It is the NIU which is mainly responsible for the details
of the calculations, the results of which are presented in this report.
While all the members of the Unit deserve the thanks of the Committee,
they would like to make particular mention of the Secretary of the Com-
mittee and Chief of the Unit, Shri M. Mukherjee.

1.12. The Committee’s thanks arve also due to the various Ministvies of
the Central Government and their attached offices who gave their
ungrudging co-operation to the Committee and the Unit in their work.
Thanks are also due to the Governments of Bombay, Madras, U.P. and
West Bengal who were particularly prompt in supplying information asked
for by the Committee. The Reserve Bank of India gave their unstinted
cooperation and undertook some valuable studies at the instance of the
Committee. The Committee’s thanks are due to this national institution
not only for help received but also for the help which will no doubt be
forthcoming in the future as well. Finally, the Committee’s thanks must
be extended to the Indian Statistical Institute for placing a number of
its research workers at the disposal of the NIU as well as for the general
co-operation that they gave to the officers of the Unit. The Comunittee have
no doubt that the position occupied by the Chairman as Director of the
Indian Statistical Institute has proved to be of real assistance to them in

their work, ‘ -



‘ CuarTeER Two :
NATIONAL INCOME AND ECONOMIC POLICY

2.1. The cconomic policy of a nation is designed to assure the liveli-
hood of its people, to prevent or mitigate declines in the nation’s material
product and to encourage vigorous economic growth; securing at the same
time economic justice in the country, and peaceful relations with the rest
of the world. 1In the under-developed regions of the world, the problems
with which the state must particularly cope are starvation levels of output,
lue to natural or man-made calamities or to stagnant productive condi-
tions, and gross inequalities that may arise because adverse circumstances
and obstacles to greater productivity affect unequally various groups in
society.

2.2, These problems, which are the compélling drives of economic
solicy in under-developed regions, fall with particularly severe impact
apon some classes in the community. Popular pressures upon economic
solicy come, therefore, only from some specific groups, and the state ordi-
1arily finds itself subject to a series of demands, generated by such groups,
argently calling for assistance. In such a situation, there is a tendency to
leal with each specific problem as it arises; to overlook the interdependence
of groups in a nation and the continuity of effects of any policy over time,
When econeniie policy is pursued in such piecemeal and short term fashion,
iolution of the problems of one group may impinge adversely upon others;
L given solution to-day may give rise to a worse problem tomorrow; and
ong term problems may be allowed to accumulate, with the danger that
shey will not be capable of solution within the existing framework of
wociety whose preservation is sought.

2.8. Some problems are so urgent, and the cost of not meeting them
;o high, that economic policy must respend promptly and without close
saleulation of effects upon the rest of the community or upon the future.
When famine strikes, or when the country’s security is in danger, action
nust be taken without delay and without precise calculus. Yet even in
such cases, there could be choice; and if the crisis is prolonged, there will
se need for keeping the whole economy in view and to think of the future
1s well as of the present. In other problems, there is more room for weigh-
ng the costs to the rest of the society against the gain t(.) the sector whose
yroblem is being remedied, Above all, if the state is to act for the

5
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community at large, a community that lives not only to-day but through
its coming generations in the future, it must, in economic as well as in other
policy, view the country’s economy in all its ramifications and as a system
that must increasingly satisfy both present and future needs. The
relevance of what we have said above to this report is that national
income statistics provide a wide view of the country’s entire economy, as
well as of the various groups in the population who participate as
producers and income receivers; and that, if available over a substantial
period, they reveal clearly the basic changes in the country’s economy in
the past and suggest, if not fully reveal, trends for the future.

2.4. National income statistics, estimates and accounts are often
presented in a technical jargon, which, however uscful to technicians,
obscures the fundamental concepts whose understanding is important to
all men of intelligence concerned with economic problems of their country.
These concepts are as simple as they are basie.

2.5. A national income estimate measures the volume of commodities
and services turned out during a given peried, counted without duplica-
tion. The first important characteristic of such measures is their compre-
hensiveness; they include all economic activity, whether it be the produec-
tion of shoes or of airplanes, services in the way of medical care or
provision of justice. These measures, therefore, provide a total for the
country’s whole economy; and permit one to weigh the magnitude of any
given sector, the product, expenditure or income of any group, against

the corresponding national totals.
L

2.6. No national income estimate and account is, or can be, limited
“to a single figure covering the whole country’s product or expenditure.
Both because of requirements of proper bases of estimation and because
of analytical needs, national income estimates or accounts attempt to dis-

tinguish the important groups in the economy: producers of various cate-

gories, whether agricultural cultivators, persons and firms engaged in manu-
facturing production, or individuals who render professional or adminis-
trative services. For each of these producing groups the estimates gauge
the net product which their activities yield. Likewise, there is an attempt
to distinguish various groups of income recipients, whether by the type of
productive factor which their income represents (wage earners versus
Tecipients of property income) or by size of their income. The distinction
thus made among various groups of producers, income recipients, and if
data are available, spenders, savers and taxpayers is of wide importance
for both analysis and policy, since it permits one to yview the country’s
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¢conomy as a congeries of interrelated but distinet groups, differing with
respect to the technology and pattern of their productive operations;
level and structure of their income; and character of their expenditure
and saving. The crux of the matter lies in the fact that these various
groups will respond differently to various policy measures; and the effect
of one and the same measure will differ as it is applied to the several groups.

2.7. Just as a set of national income estimates or accounts will distin-
guish significantly different industries or groups of producers and between
type-of-payment or size-of-payment classes or different groups of income
recipients, so will it also try to cover fully the several economic functions
such as production, distribution and expenditure. In the circuit flow of
economic activity the same total income can be measured at the point of
production, as a sum of net outputs arising in the several industrial sectors
of the nation’s productive system; at the point of flow of incomes, as the
sum of all incomes in cash, in kind and retained by enterprises as net pro-
fit; at the point of final utilisation, as the sum of consumers’ expenditure,
government purchases of goods and services, and net outlay on capital
goods. .The total of net outputs, income flows, and final expenditures,
with allowance in each for flows across boundaries, will of course be identi-
cal; but the significance of each arises from the fact that they reflect the
total operations of the nation’s economy at the levels of the three basic
economic ‘l;'uncf.ions, viz. production, distribution, and expenditure or
consumption; and, at the several levels, the groups and components dig-
tinguished will be different, each illuminating the basic operations of the
country’s economy,

2\.8. Several lines of interconnection run among the several operating
sectors such as producers, distributors, consurters, ete., and the several
functions which they perform. In the wide division of labour that exists in
economic society, the productive activities of one group, e.g. of agricultural”
cultivators, affect the activities of another group of producers, e.g. of the
manufacturing, transporting and trading units which handle the products
of agriculture. Likewise, for any given producing unit, say a business
firm or an individual, the amount of net output during the year determines
the amount of income received, paid out or retained, as well as the amount
consumed and saved. Since for groups of producers, output affects and
determines their activities as distributors, consumers or savers, it shows
that the interconnection of groups of producers via the markets means also
their interdependence as income payers or receivers and as consumers and
savers. 'These lines of interconnection among the several operating sectors
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of a nation’s economy, including its relation to the rest of the world,
and among the several basic economic functions in which they are engaged,
can be described most effectively through a system of accounts; in these
the operating groups appear as transactors, and their several functions
as types of transactions among transactors or between accounts. It is
a great advantage of national income estimates and accounts that, in addi-
tion to giving a wide view of the whole economy and distinguishing the
significant operating sectors and functions, they also emphasize the various
lines of interconnection existing among the sectors and the functions.

2.9. National income estimates, therefore, constitute a quantitative
measure, rather than a verbal description of the country’s economic acti-
vity; as well as of the activity of the significant sectors of the country’s
economy. We have already stated that these estimates pertain to the
net total, where one must avoid the double counting involved in including
both the raw material and the commodity into which the raw material
enters. The reduction of the numerous economic activities of the millions
of people in a country to a common denominator that permits quantitative
measurement is clearly beset with intellectual difficulties; how does one
add together the services of a street sweeper with those of a prime minister,
the product of a village carpenter with that of a steel mill? Likewise,
getting at net product is far from an easy task; while it is clear that one
should not count the full value of both the coal and the, steel in whose
production the coal was burned up, difficulties arise when one asks which
part of the government’s general administration is service to business
firms, enters into the value of its product, and hence should not bé
counted, and which part is service to the people as individuals and éon-
sumers and should be counted.

2.10. Tt would be out of place to discuss these problems here; many
learned texts have been written on their solution. They are mentioned
here only to indicate that some basic judgments and social criteria are
involved in the task of measuring a country’s total net output. Yet
this does not mean that the results are arbitrary, in the sense that they
are subject to the caprice of the individual estimator. .If a country’s
economy is an integrated system, if its various parts and sectors are inter-
related, it must be operating on some common if only approximate yard-
stick—ordinarily provided by market prices. Hence reducing all activities
to prices as the common denominator reflects a basic aspect of a nation’s

- economy, and is not a mere whim of the estimator. Likewise, in consider-
ing what is consumption in the process of production and what is net
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produet, the estimator merely follows the judgment of society—which
views net product as what is available cither for consumption of indi-
viduals, personally or collectively, or for addition to capital stock.

2.11. National income estimates or accounts ave, therefore, measures
of the total net product of a country’s economy, with distinctions among
significant operating sectors and the several economic functions, all gauged
on a consistent basis permitting quantitative measurement. These mea-
sures tell us how much the various sectors have produced, distributed, and
consumed; and they tell it for the economy as a whole, without omission
and without duplication.

2.12. The great usefulness of such measures, even if relating to only
a single year, for any consideration of questions of economic policy is
obvious enough—particularly if one remembers that in the process of
arriving at such measures, a great deal of related information (e.g. on the
number of workers, on the geographical distribution within the country, on
gross income and expenses, etc.) is usually secured. Take a typical policy
problem that arises, say that of imposing a retail sales tax in which the
maguitude of possible collection has to be estimated and then a possible
limitation to non-necessities considered. If one has at hand a customary
component in national product estimates, measures of consumer expendi-
ture by various categories (food, clothing, etc.), it should presumably be
possible to approximate what different rates of taxes with different cover-
age would yield, since even a single year’s figure gives an order of magni-
tude of the level of retail sales in a country. It is not argued here that
information provided by national income estimates would be decisive in the
poliey question illustrated—only that it would permit a far more intelligent
decision than would be possible otherwise. And what is true of the example
cited would likewise be true, say, of questions of subsidy to certain
industries (e.g. small scale or cottage industries), of tariffs, or wage
rates, of facilities for investment, etc. In all these cases & well deve-
loped set of national income estimates and accounts, even for a single
year, would yield basic facts of inestimable value for narrowing the
range of conflicting conjectures and for permitting a more intelligent
decision.

2.18. If detailed and consistent national income estimates are avail-
able for more than one year, their value increases more than proportionate-
ly. Tor then it becomes possible to have not only a cross-seetion of the
nation’s economy at a single point of time, but to compare and analyse
changes in the output, income and expenditure of the various sectors;

2
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and to study the responses of the various economic groups to the different
conditions that may have characterised the several points of time covered.
In such case, the income estimates yield not only the basic magnitudes
but also knowledge of relations that arc of the most value in appraising
possible effects of changes introduced by economic policy. Thus to use the
carlier illustration, it becomes possible not only to approximate the magni-
tudes of yield in case of a contemplated sales tax but also to try to evaluate
the effects of such a tax on the disposition of consumers’ incomes on the
sales of taxed and untaxed categories, and perhaps even on saving
ded that the analysis of the past yield information as to how demand for
consumet goods has changed in response to a rise in price. The point to
be emphasized in this connection is that such use of national income esti-
mates and related data involves not only availability of such data over
periods comprising short term changes, but also economic analysis that
goes beyond the mere presentation of data in tables and accounts.

2.14. Finally, if detailed and consistent national income estimates and
accounts are available over a long period of the country’s economic his-
tory, it becomes possible to appraise the trends in the eountry’s economic
growth; and by dint of analysis, associate these trends with various factors.
Of particular importance is the possibility of appraising the long term
response of the various groups and sectors in the nation’s economy, res-
ponses that may be significantly different from those manifested by the
same groups to short term impacts. For éxa,mple, a long_terlh change

; provi-

in income level clearly produces an entirely different adjustment of con-
sumption expenditure and saving from a short term change. The bear-
ing on cconomic poliey is obvious. Even short term economic legislation
should be appraised from the standpoint of the long term effects it may
bring about. In fact many facets of a state’s economic policy are of direct
concern with and have impact upon the long term growth of a country’s
economy; more particularly, any systematic endeavours in the field of
economic planning have primarily long term implications. It is, there-
fore, exceedingly important that some background of empirical knowledge
and analysis exist relating to past growth of the economy, reflective of
its patterns of adjustmenit to changes oVer the long run. The avail-
ability of long period data on national income and .its components can
therefore be exceedingly helpful in revealing the trend in the productivity
of various industries, and the effects of capital investment upon theny
the tendencies in the distribution of income among various population
groups and the effects of such tendencies upon trends in the apportionment
of income between consumption and saving; and many other dynamic
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aspects of the economy—all indispensable for a proper thinking through of
the country’s feasible cconomic future and of the probable impacts of
various economic policies designed to encourage economic growth.

2.15. The utility to economic policy of national income estimates and
accounts, especially if enhaneed by analysis serving to reveal the factors
at play, needs no further stressing; it channels the mind of the policy maker
away from the immediate pressures of the specific problems to a considera-
tion of the whole economy, of the close interrelations among its parts,
and of the links between the present and the future. But to avoid mis-
understanding, it should be stressed that these statistical measures, no
matter how revealing, do not in and of themselves yicld determinate
answers to questions of economic policy; nor will they do it completely,
even when used in a framework of economic analysis. There would
still be room for value judgments, based on social ideals and apprai-
sals of political and administrative feasibility. Nevertheless, there can
be no doubt that national income estimates and economic analysis thereof
can form a useful base for intelligent decisions and can minimise, if not
altogether climinate the guesses and prejudices that so much underlie
current policy judgments on economic issues. Securing proper data for
national income estimates and the intellectual resources necessary for their
analysis constitute a long and relatively costly task. If, in spite of this,
we have laid so much stress on the utility of such data and the need for
undertaking both their collection and analysis, it is because of our belief
that policy makers in this country will make active use of this material,
once it becomes available to them in a form visibly relevant to the many
issues they handle.



CaarTER THREE
PROBLEMS OF NATIONAL INCOME ESTIMATION IN INDIA

3.1, If national income estimates and accounts and their economic

analysis are to be used in economic policy, they must be based not only on
a clear and unambiguous understanding of the concepts employed but also
on ecmpirical data of at least a minimum order of reliability. Tiven in the
case of the highly industrialised countries of the west with their longer
tradition of work in the national income field, concepts are by no means
always clear or uniform, while adequate empirical data are not always avail-
ahle on the significant sections of their economy. It is but patural therefore
that difficulties in the way of a satisfactory estimation and analvsis of
national income in India are somewhat greater. We proceed to discuss
some of these difficulties as a necessary prelude to the methods we have
actually used in the estimation of India’s income for 1948-49.

3.2. To begin with, when calculating the value of output, one normally
proceeds on the assumption that the bulk of the commodities and services
produced in the country are exchanged for money. TIn the case of India,
however, a considerable portion of outliut does not come into the market
at all, being either consumed by the producers themselves or bartered for
other commodities and services. The problem of imputation of value
thus arises and takes on significantly Jarge proportions in some sectors of
the economy. In view of the difficulties in measurability that this results
in, and in order fo avoid misunderstanding, it may perhaps become neces.
sary for estimates of India’s income to include a classification of ‘monetary’
and ‘non-monetary’ sectors which one would not find in national income
estimates of other countries.

,3.3. The problem of measurability is further complicated in India by the
fact that many producers have nothing but theremotest notion of either the
quantity or value of their output. In western countries, economic statistics
are largely collected directly from the individuals and enterprises who are
the active economic agents and have knowledge of the fact by virtue of thejr
participation in economic activity. It becomes difficult to foilow this
practice in India not only because of the expense involved and the relative
dearth of the technical personnel needed for the purpose but also because
of the illiteracy of the majority of the population, the semi-subsistence
character of their economic activity, and the general absence of the

12
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practice of keeping accounts either among producers or among consumers.
Even if he could and did maintain accounts, the producer in India will
find it hard put even to know the gross value of his output, let alone the
net output; in the absence of accounts, we cannot even know, much less
impart information on his income and expenditure. An element of guess-
work therefore inevitably enters into the assessment of cutput, especially
in the large sectors of the economy which are dominated by the small pro-
ducer or the household enterprise.

3.4. Then again, Indian economy is distinguished by the comparative
lack of differentiation in economic functioning. While it is true that we
have a sector in our economy that is as differentiated and subject to modern
income classification as in the west, it is also true that a major portion of
our economy consists of household enterprises, simultancously and without
differentiation performing functions which would normally fall under
different industrial categories. Thus sizable groups among agricultural
producers pursue other occupations in other industrics, often in urban
places or at any rate outside their domicile. Hence the customary classi-
fication of national income by industrial origin cannot be taken except
as a rough approximation to a classification of distinct groups in the popu-
lation, whose main income is derived from a single industry. And there
arises a genuine question as to whether a substantial revision of the indus-
trial classification and a much greater emphasis than is customary in the
west upon social groupings connected with the character of the enterprise
rather than with industry would not be more useful_for India.

8.5. Thus a great deal of analytical work remains to be done on ques-
tions of definition and classification in regard to the problem of measurabi-
lity in national income estimates in India. Such work caunot, however,
- be successfully undertaken except as part of a substantive analysis based
upon empirical data. Concepts and classification can be tested as to their
usefulness and effectively re-formulated only if they rest upon a cogent
the operation of the economy which is the subject of economic
analysis. A revised classification for national income work in Tndia can
be useful only if it brings out more clearly the groups in the economy which
are at significantly different levels of income, that respond differently to
changing economic conditions, and that would be affected differently by
economic policy. We hope to revert to this subject in our second and
final report, but, in the meanwhile, we would like to draw the attention of

our colleagues among Indian economic analysts to the vast territory that

awaits intellectual exploration,

view of
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3.6, Apart from the conceptual difficulties relating to national income
work that we have bricfly mentioned above, there is the much larger prob-
lem of the non-availability of statistical data for the estimation of income
and rclated accounts in India. We briefly mention below the major sources
of statistical data available as also the major gaps, leaving to the nc-i.\'t
chapter an account of the methods we have employed in Dbringing
together and processing this diverse and incomplete material for
estimating India’s income for 1948-49.

3.7. The main bodies of available data, used in fact by us as the pillars
of the statistical estimates for 1948-49, are five in number.  First, there are
the data on gross volume of agricultural production (crops, livestock,
forestry, ete.) together with some data on prices at which these products of
agriculture and related activities are marketed. Second are the data on the
activities of the factory establishments, including both gross volume of
output and a fair amount of information on payments to employees, etc.
Grouped with these could be data on other organised private sectors, such
as banks and insurance companies. Third, ample though somewhat un-
co-ordinated data are available on the income and expenditure of govern-
ment and government enterprises. Fourth, there is some information
on the working population, which permits derivation, in a few cases as
residuals, of numnbers engaged in such pursuits as small scale manufacturing
production, professional and related services, domestic service and the
like. Finally, there are the data on imports and exports and other items in
the international balance of payments.

3.8. Even the data just listed are subject to limitations. The prices
and expenses data for agricultural and related activities are quite
incomplete. Data on factory establishments are limited to only a partof the
industries in which lactory units are important. Information on govern-
mental activities, while detailed, is quite diverse and not easily reducible

“to economic categories. And data both on total and working population
are obsolete, since no census data are yet available after 1941; and even the
latter was incompletely tabulated. Finally, some of the items in the inter-
national balance of payments are still rough estimates and others subject
to potentially large errors. Yet these five bodies of data plus a variety
of subsidiary special studies must be used, ‘and have been used by us to
derive estimates for 1948-49. .
"8.9. Butthe list of major gaps in the supply of statistical data is far more
impressive. As already indicated, even the population data are quite
inadequate—a gap that one may hope will be remedied when the data for

the 1951 census become available, But the lacunae in purely economic -
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information are striking indeed. There are scarcely any current data on the
econemice structure of the basic industry of the country—agriculture and
related activities—no information on the structure of costs, on consumer
expenditure of the population attached to land, or on their savings if any.
Neither are there any recent or sufficiently comprehensive data on the con-
sumption expenditure or savings of the urban population. There are no
useful data on distribution of income by size, the current information
yielded by the income tax statistics being exceedingly limited in scope,
il not also in accuracy. There are no data that would permit an estimate
of capital formation, except for the hope extended by further analysis of
produetion statistics.

3.10. In connection with the specific task of preparing the estimates
for a country like India fora year like 1948-49, two other aspects of the
supply of statistics should be noted. Regional diversities in India, with
its size and varied history, are large; and inadequacy of data cannot easily
be overcome by extending data for one part of the country to the rest of
the country. Secondly, administrative and area changes are of recent
origin; and mruch of the available information has reference to the period
prior to partition on 15th August, 1947, and is not usable for estimates
relating to the present Union of India, without thorough-going, laborious
and, in the naturc of the case potentially imprecise adjustments.

8.11. In indicating the difficulties, both conceptual and statistical,
in the way of preparing national income estimates for India, it is not our
intention cither to criticise official agencies or to offer an advance apology
for the somewhat unsatisfactory character of the estimates we are present-
ing in chapters 5 and 6. The relative dearth of material, both statistical
and analytical, in the national income field in India is part of the vicious
cirele characteristic of an under-developed economy, poverty lcading to per-
petuation of poverty. We must emphasise however that accumulation of )
adefjuate data and analysis for national income estimation is part and
parcel of the accumulation of intellectual and technical capital which 1s
so necessary a condition for both the accumulation and utilisation of
material capital. Basic changes in economic functioning and in econo-
mic intelligence are closely interrelated; and if therc is to be economic
development, efforts to carry it through must be made simultaneously
both at the level of material production and of that of economic and
other intelligence. We have no doubt that this will be done and that we
shall soon have in the national income field both data and analysis that
would prove significant and useful in the handling of economic questions

in this country.



CHEAPTER FOUR
METHODS FOLLOWED FOR ESTIMATION OF INDIA’S INCOME

lties mentioned in the preceding chapter we

4.1, In spite of the difficu
have ventured to put forward an estimate of India’s income for 1948-49.
of expedients, assump-

The estimate undoubtedly makes use of a number

tions and guesses in order to overcome the many gaps in the statistical
field and to extend its coverage to the whole of the country and to all the
sectors of its economy. The estimate is obviously tentative and subject
to revision in the light of additional data. If nevertheless we have put
forward these provisional figures, it is because we feel that the only way to
make progress in this field is to make the best use of what is available and
in the process point to the directions in which there is necd for collection

of additional data or for additional analysis.

4.2. In determining the methods followed for estimating India’s income
for 1948-49, we have received valuable help from the work of previous
research workers in the field. In particular, the two pioneering studies
made by a member of the Committee in the ficld of national income
deserve mention*. Though the estimates now put forward do, in our
opinion, constitute better estimates than any published so far, we are also
conscious of the fact that this is due in large measure partly to the avail-
ability of new material such as the Census of Manufactures and Markeling
Reports and partly to the advance which has taken place in the whole
field of national income work in the last ten to twelve years. We must
also acknowledge that the broad pattern of the methods followed in our

© estimate have their basis in the methods 4 i
two studies mentioned above. ods adopted by our colleague in the

4.8. The methods followed in the estimation of India’s income hav
been necessarily governed by the availability of data. It has, theref re,
not been possible to use either the ‘inventory’ or the ‘illcome”metl (;)r: ,
cover the entire range of the economy. We have, therefore, estim tl(()l ho
total working force in 1948-49 and its distribution among ’diﬁ'er ate -
pations; this occupational classification is made on the basis of t‘jln (lJccu'-'
fication of the economy by industry, including under the term ‘ilfdi:tsrs;:

* VEK.R.V. Rao : An Bssay on India's National Income: 1925-9
and The National Income of British India : 1931-32 (Macm:lhm) 0
1 .

61

{Allen and Unwin) ‘
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also agriculture, services, and all other means of income generation. The
inventory method is applied to as many sectors of the economy as possible,
the value of net product heing obtained by complicated process of estima-
tion involving many ingenious devices and assumptions for inferring
the magnitudes of the unknown from those of the known; while for the
remaining sectors the income method is applied, the number of workers
in each category being obtained from the re-organized data on occu-
pational classification. The total gives the net domestic product at factor
cost, and after adjusting for earned income from abroad, the figure of
national income for 1948-49 is derived. The area and population covered
by this estimate pertains to the whole of the Union of India; and this in
. turn involves a good deal of processing of statistical material as also the
usc of a number of assumptions as much of the data available in the field
of Indian income relates to the territory and population of India before
partition. 7

4.4. Detailed notes on our methods of estimation are to he found in
the appendix. In this chapter, however, we have given a brief account of
the major features of the methods followed for estimating India’s income
in order that the reader may be able to form his own judgment on the
degree of validity of our figures.

4.5. 1In arriving at the total number and the oceupational classification
of the working force, we have been faced not only with the difficulty that
the year chosen for the estimates is an inter-censal year, but also by the
fact that the published census reports of 1941 do not contain figures of
occupational classification, tabulation of the occupation data haviflg been
abandoned on grounds of economy. A significant exception to this state-
ment is provided by the census reports of Class B and C States coveri-ng a
population of 53.8 millions. Fortunately a 2 pcr cent (every ﬁfnfath)
sample of census slips had been preserved; and after an expert enquiry*
made bv the Government of India in 1945, the Indian Statistical Institute
of Calm&ta was entrusted with the task of making estimates of occupational
distribution for class A States for 1941. These tables covering a popula-
tion of 235.1 millions together with the tables available in the 1941 census
for class B and C States cove.ring a population of 53.8 millions gave a
total of 288.9 millions out of a total population of 818.9 millions. For
the balance of 30 millions, the working force is estimated from ratios caleu-
Jated separately for Class A and for Class B and € Stat.es.- The total gi\tex
the working force for 1941. For arriving at the working force and its

* Report of the Population Date Comanittee (Government of India, 1945).
3
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classification for 1948, the assumption is made that the ratio of occupied
population in all industrial classes and subclasses in 1941 to the total
population remained the same in 1948; these ratios were calculated
separately for male and female principal earners and working dependents.
It will be possible to check this assumption when the results of the 1951
Census become available, and it is likely that these figures will require
some revision in future.

£.6. Another feature of the estimated working force and its industrial
classification is our inclusion of working dependents in the working force
and the exclusion of subsidiary workers. Dr. Rao had included both work-
ing dependents and subsidiary workers in his caleulation of the working
force in 1931 and gave them weights of } and § respectively as compared
to 1 for principal earners. We have not followed this procedure mainly
because the scale of equivalence adopted is somewhat arbitrary, and consi-
derable research has to be undertaken before scales of equivalence can be
established with real justification. Moreover, the inclusion of subsidiary
workers as above rests on the assumption that an earner with a subsidiary
occupation necessarily earns more than one without a subsidiary occupa-
tion whereas it may well be that subsidiary occupation is associated with
less than average income in the primary occupation.  Finally any error
arising from ouxr procedure is likely to be negligible in the estimates of
Indian income as the bulk of it is estimated on the inventory or net
output method. ’

4.7. We have made some adjustments in the category of occupational
classes with a view to making our classifications more logical in respect of
the persons included in each category. Estimates of working force and its
occupational distribution in 1948 are given in Table 1; these constitute
the controlling totals in our caleulation of India’s income.

TABLE 1: DISTRIBUTION OF WORKING FORCE BY CENSUS SUBCLASSES

principal oarnera plus  principal earners

¢ _epnsus suhclasses working dependents plus £ working
. dependents
no. in (000) p.c. no.in (000) p.c.
(1) (2) (3) (4 (5)
1. exploitation of animals and vegetation 90,637 68.2 81,550 67.9
I1. exploitation of minorals 33 0.5 589 0.5
- III.  industry 18,019 13.6 16,245 13.5
1V. transport . 2,448 1.8 2,269 1.9
V. trode 8,250 6.2 7,906 6.4
VI. public force 1,909 1.4 1.847 1 -6
VII. public administration : 1,697 1.3 1,638 1.4
VIII. professions and liberal arts 5,044 3.8 4,673 4.0
IX. domestic service 4,104 3.2 3,533 2.0
total 132,731 100.0 120,050 100.0
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4.8. The categories of incom= arising from the following sectors are
estimated on the basis of the ‘inventory’ or value of net product method:

(1) exploitation of animals and vegetation including animal husbandry

and fishing;

(2) exploitation of minerals; and

{8) industry,

The remaining items in Table 1 are dealt with on the ‘income’ method,
except in the case of house property where income from urban house pro-
perty is derived from municipal taxes on property and that from rural
house property from an average rate of return on the basis of the estimated
value of rural houses.

4.9. Estimating the value of agricultural output is subject to a number of
difficulties because of inadequacy of coverage and, where coverage exists,
inaccuracy of return in regard to the data dealing with acreage, outturn,
valuation, and derivation of net value. Thus statistics of land utilization
are available only for 557 million acres out of a total geographical area of
781 million acres in the Indian Union. OFf these 781 million acres, 224
million acres are ‘non reporting’.  For 180 million acres, returns of land
utilization are estimated and are not based on complete enumeration.*
Estimates of yield for the ‘forecast’ ecrops cover 2380 million acres or
roughly 76 per cent of the gross arca under cultivation; estimates of yield
are also available for tea, coffee and rubber. Even in the case of fore-
cast crops, with the exception of rice and wheat in class A States for
which out-turn statistics based on random sample surveys ave available,
estimates of out-turn are generally based on eye-estimation by the village
patwart and contain an unknown element of error. Estimates of out-turn
for certain other crops are made by the Ministry of Agriculture as also esti-
mates of outt-turn of foodgrains for part of the non-reporting area. For
the remaining crops including pulses, fruits, vegetables, ‘other’ foodgrains,”
‘other’ pulses, ‘other’ oilseeds, ‘other’ drugs and narcoties, ‘other’ dyes,
‘other’ fibres, ‘other’ condiments and spices, fodder crops, grass, straw,
rice husk and bran and miscellanecous food and non-food crops, esti-
mates have been made on the basis of miscellancous data obtained from
both official and non-official sources, especially the Ministry of Agriculture
and from. published and unpublished Marketing Reports prepared by the
Agricultural Marketing Adviser to the Government of India. A note-
worthy feature is our inclusion of the output of straw, stalks, rice husk,

* Ministry of Agriculture: Co-ordination of Agn;cul!-ural Statistics in India, 1949, p. 3.
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bran, grass and fodder even though these are used mostly for animal
consumption.

4.10. As regards valuation, we have in the main adopted harvest
for individual States as constituting the nearest approximation to prices
at the farm level or those relevant for the producer. It must be noted
however that harvest prices are usually—r wholesale prices ruling in important
rural markets during the harvest time, while in the case of Bombay, Madras
and for a few crops in Madhya Pradesh harvest prices are in fact retail
prices. Moreover, harvest prices are not available for all crops or for all
areas even for important crops, and recourse has had to be taken to other
available price data for such crops and for such areas. Sinece these prices,
including harvest prices, are in a sense market prices of crops after husking,
cleaning and similar processing for market, we have treated the value of
agricultural output as including these ancillary activities including market-
ing services performed by the cultivator. Incidentally this involves a
departure from a strictly industrial classification of national income but
this is due to the lack of a strictly functional distribution of economie
activity in our country. It may also be noted that our treatment fails
to take note of the possible differences between the imputed value attri-
butable to the non-marketed part of the agricultural output and the actual
value measured by the price obtained for the marketed output. The gross
value of agricultural output resulting from these calculations is thus based
on different types of estimates. The approximate coverage of these
different types of estimates is as follows. Forecast crops, including rice
husk and bran, stalks and straw, and including the estimate for non-
reporting areas roughly constitute 74 per cent of the total. Estimates of
output (for non-forecast crops) supplied by the Ministry of Agriculture
come to 6 per cent while those derived from the Marketing Reports also
cover 6 per cent; finally, 18 per cent of the gross value of agricultural
output is based on estimates of value per acre of the crops. for which
estimates of output are not available.

prices

4,11. The problem of netting the gross value of agricultural output
arrived at as above is complicated by the fact that there is no census of
agricultural production as such-nor are there authoritative and compre-
hensive studies of agricultural costs covering the entire country and all
the crops. Information on seed, wastage, market charges, manures, repairs
and depreciation of implements and feed of livestock used on the farm have
been obtained either from the Ministry of Agriculture or from standard
text books of agriculture or from Marketing Reports or other miscellaneous
published and unpublished material. No deduction has been made for



First Report : April 1951 21

interest on productive agricultural debt, as all income originating in each
category has been included by us in that category even though it may not
all accrue to the persons returning their occupation under that category.
Tt may be of interest to the reader to know that the total cost of produe-
tion deducted by us comes to 21 per cent of the gross value of agrieultural
output. To the net value thus arrived at, we have added an arbitrary figure
to cover non-reporting areas. .

4.12.  As regards the income originating in animal husbandry we have
used the livestock census data of 1945 as our controlling totals. Estim-
ates of the output of different livestock products such as milk and milk
products, meat, hides and skins, eggs and poultry,  wool, dung and minor
items have been obtained either from Marketing Reports or from the
Directorate of Marketing and Inspection. For valuation of output,
prices have been obtained either from published Marketing Reports or from
the Directorate of Marketing and Inspection or from other sources; where
the prices obtained do not cover all areas, averages have been used based
on available data. Direct estimates of value have heen taken, made on
a somewhat arbitrary basis for minor products such as  bones, horns,
ivory, tips, blood, etc. The net value of the product has been arrived
at by deducting the estimated value of goods consumed by non-service
livestock, no allowance being made for distributive margins in view
of the fact that almost the entire material consumed comes from within
the agriculture and livestock sector. It may be of interest to note that
the estimated ‘cost of production works out at 47 per cent of the gross
value of output in this sector.

4.18. As regards forestry, a considerable volume of data is available for
government forests but it is not in a form that can be directly used for
purposes of estimation. The situation is further complicated by the exis-
tence of private forests as also by the lack of complete coverage of the area
under forests in the country. An attempt has been made to estimate
directly the value of forest products in the area for which data are available
and the average value per acre thus obtained extended to the remaining
area. The method followed is not very satisfactory but cannot be helped
in the absence of more comprehensive data.

4.14. As regards the income originating in the fishery sector, the stat-

" istical material available is both scanty and unreliable, and reliance has
been placed mainly on the Marketing Report on fish. This figure will
undoubtedly have to be revised when additional data become available.

4.15. Kstimation of gross value of output in the minerals sector is com-
paratively easy, as adequate statistical material is available both in the
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Reports of the Chief Inspector of Mines and in the surveys made by the
Geological Survey of India. The latter gives break-downs of the 'ﬁgures
by States and endeavours to evaluate the output of all minerals at pit-head
prices. We have, therefore, preferred to use the figures obtained -from the
Geological Survey. Net value figures are obtained after making soms
arbitrary deductions for cost of materials and of electricity consumed,
deductions for depreciation being obtained from an analysis of the
balance sheets of mining companies carried out by the Reserve Bank of
India.

4.16, The sector on industry has some good statistical coverage on
the one hand and a great deal of scattered and somewhat uncertain data
on the other. We have classified the industrial sector under two broad
categories, namely factory industries, and small enterprises including
hand-trades (=handicrafts). Figures of the number of persons employed in
the former are obtained on the basis of factory statistics with some
minor adjustments for lack of coverage, while those of the persons employ-
cd in small enterprises are obtained by deduction from the overall total
of persons engaged in industry given in Table 1.

4.17. For factory industries, there have been available for some years
figures of output of a number of such industries. Recently, however,
more comprehensive data have become available in the Census of Manufac-
tures annually undertaken since 1946 by the Directorate of Industrial
Statistics. Thus, the Census of Manufactures for 1948 gives not only
figures of persons employed and quantum of cutput but also those of net
value added by manufacture in each group arrived at by gross value of
output less raw materials, fuel, etc., less depreciation. No allowance how-
ever is made for certain other operational costs such as current repairs,
insurance charges, costs of advertisements, ete. Moreover, the data given
in the Census of Manufactures pertain only to 29 groups of industries,
covering an employed population of 1.5 million workers, out of the total
employed population of 2.6 million workers in 68 groups of industries.
Thus 1.1 million workers have been re-classified into the Census of Manu-
factures categories, and rates of net outpflt per worker as given in similar
. industries in the census were used. For those workers who could not

be brought under any of these categories, a simple average of net output
per worker for all the 29 groups of industries was applied. Independent
estimates of net output were made for electricity generation, film industry,
etc. From the total value thus arrived at, which is alrcady net of raw
materials, fuel and depreciation, deductions have been made for insurance.
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premiums, imputed banking charges,* and other miscellaneous charges.

The resulting figure constitutes the net value of manufacture of the factory
sector of industry.

4.18. The position regarding the net value of manufacture of small
enterprises, which consists of small establishments of the factory type
and of cottage and hand industries, is much more difficult, as there is not
even a partial census of this sector nor comprehensive studies either of
output or earnings. The workers in this sector have been classified under
three broad categories, viz. factory type small enterprises, those of an
intermediate type, and cottage and hand industries, on the basis of an
examination of the detailed census heads into which the total ficure has
been classified. For arriving at the net output per worker, all available
material on daily, weekly, monthly and annual earrﬁings in these activities
have been tabulated and reduced to annual equivalents, and adjusted for
changes in earnings in the case of data which pertain to an earlier period.
The figures thus arrived at for different occupational categories are
applied to workers in the cottage industry group; in the case of workers
in the Intermediate group an addition of 12 per cent is made to account for
income payments other than wages and salaries, while in the case of workers
in the factory type, the corresponding addition is 24 per cent. It may be

noted that the addition made to the net earnings per worker in the interme-

diate and factory type small enterprises are on the basis of % and $ respec-
tively of the difference between net value of manufacture per worker and net
figure of wages and salaries per worker in the factory industries. These
additions have been made on the obvious assumption that in these types of
small enterprises, a given return is attributable to factors of produetion
other than labour. It must be added that as the earnings data, on the
basis of which fhe figures of net output per worker are caleulated, are
scattered and not derived from a random sample, the resulting figures
of the net value added by this sector are likely to contain a signi-
ficant measure of error. It goes without saying that these figures will

have to undergo substantial revision when additional data becomne
available.

4.19, As regards trade and transport, the workers in this category are
classified for purpeses of income estimation into the following broad groups,
viz. communications, railways, organized banking and insurance, and
other commerce and transport.  The last is a residual and not only accounts
for the largest number of workers in this category but also corresponds to

* See appendix, A.72.
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the small enterprise section in the industrial sector in respect of the domes-

tic or non-organized character of the economie activity.

4.20. The vale of the net output of communications is derived from
government budget accounts, while that of railways is obtained from the
accounts published by the Railway Board. As regards banks, use has been
made of the analysis of the balance sheets and profit and loss accounts of
611 scheduled and non-scheduled banks for 1948, undertaken by the Reserve
Bank of India. For co-operative societies, costs of management for 1948-49
less 10 per cent deduction for cost of stationery, ete., have been assumed to
represent wage and salary payments and banking surplus. The net value
added by the banking department of the Reserve Bank of India bas been
estimated on the basis of wage and salary payments derived from the Bank’s
profit and loss accounts for the year ended June 1949, The sum of the above
is taken to be the nct product of the banking sector. Imputed receipts of
the banking sector for services rendered to other sectors have been calcul-
ated in order that they may be deducted from the net value of those sec-
‘tors and double counting thus avoided.

4.21, ° As regards insurance companies, data available in the Indian
Insurance year book for 1949 have been made use of, and the net contri-
bution estimated on the basis of wages and salaries plus operating surplus
of the concerns constituting the sector. Here again, imputed values arc
estimated of business insurance premiums paid by different sectors of
productive activity and deducted from the net value contributed by the
relevant sectors. :

4.92. Net value attyibutable to other commerce and trausport is
extremély difficult to estimate in the absence of a census of distribution.
In fact, it is not possible to assess even the volume of trading transactions
in the absence'of such a census. The earnings of workers in this sector
have therefore to be estimated on a rough and ready basis of average earn-
ings in different trades. The workers under other commerce and transport
are divided into two broad categories, viz. those who pay income tax and
those who do not. The income of the former is obtained from income
tax statistics. The latter are, in turn, divided into employers and employees
on the basis of some evidence available for Bombay in pre-war years.
Obviously the application of this ratio to the whole of the country leads to
an error of unknown magnitude. The earnings of employees and of
employers are estimated on the basis of scattered and miscellaneous data
that are available on the subject. It may be noted that the average rate of
earnings applied to employers is Rs. 2400 per year, while that applied to
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A

the bulk of the employees is Rs. 720 per year. Nodeductions are made,
as the figures are assumed to represent net average earnings in this sector.

An alternative approach followed by the National Income Unit on the basis
of an analysis of distributive costs cnlled from sour

ces of widely differing
reliability and r

ange of comprehensiveness gives a figure of net valuc added
by this sector which is slightly higher than the first figure. We have
decided to use the first figure, which is based on the income method as it
involves a much smaller number of assumptions than the alternative
approach, the assumptions made being also more capable of verification in
a broad kind of way. Moreover, the difference between the. two alterna-
tive estimates is less than 4 per cent. In any case, there is no doubt
that the estimate of income from this sector forms the weakest link in our -
estimates of India’s income for 1948-49; and too wuch stress eannot be
laid on the imperative need for the collection and analysis of additional

material in the field of both incomes and distributive margins in respect
of unorganized trade and transport. s o

423, " The sector entitled professions and liberal arts presents even
greater difficulties for the national income estimator, for the data avaiiable
on numbers are not reliable while those available on earnings and expenses
are not representative. The division of workers in this sector between
urban and rural arcas is also a matter of conjecture. Nevertheless an
estimate has been made on the basis of estimated average earnings in each
category figuring under this sector; the figures thus arrived at have been
'co.mpared with the estimated value of the net output of this sector devived
from an analysis of the somewhat large but not particularly representative
‘data available on consumer expenditure. As the two figures do not show
a wide divergence, and as the latter is based on somewhat firmer data
"th;an the former, we have used the latter figure in our estimate of national
_income. It is not necessary to stress the importance of consumer expendi-
; ture situdiers undertaken on a country-wide and random sample basis inorder
to deri\;_e not ohly the figures of net value contributed by this sector but
'also‘ in order to obtain the more important figures of expenditure patterns,
_and of savings. Such studies could usefully be supplemented by income
I Stu(lieé for workers in this sector, especially of those like barbers, washer-
men, ete., whose services are of a more standardized character and whose
incomes are likely to show a smaller range of variation than those of, say,
~ lawyers and doctors. ' B

4.24. - The net value contributed by governiment services fall under two
sections, viz. general administration, and business enterprises. The latter

4
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fall under the industry sector and have been treated there on the saiié
basis as other industrics. As regards the former, the convention has
necessarily to be accepted of treating the wages and salaries paid by all
government administrative departments as the value (at cost) of govern-
ment services. Figures in respect of these have been culled from budget
accounts, both central and State, accounts of municipalities, and returns
received directly from port trusts. Where establishment expenses do
not clearly distinguish wages and salaries from purchase of materials or
other miscellaneous expenditure, rough allocations and estimates have
had to be made. In view, however, of the wealth of data available in
regard to government accounts and the importance of analysing
government share in the generation, utilization and disposal of national
income, including current consumption and capital formation, we have
devoted special attention to the public sector and have put forward in the
pext two chapters a number of tables which constitute the first of their
kind to be published in this country.

4.25, Estimation of the income of domestic workers is subject to the
same difficulties as those we have mentioned for estimating the income
accruing to professions and liberal arts. Though an estimate has been
made of the net value added by this sector, we cannot emphasize too
strongly its unsatisfactory character. Here again is a field of study that
requires immediate attention.

4.26. All house property in the country is divided into two classes,
viz. urban and rural. Xstimated annual rentals in urban areas derived
from the collection of municipal rates and house taxes are used for esti-
mating the income from urban house property. It is not possible to do
the same in the case of rural house property. Here, therefore, the
number of rural houses is estimated by .extrapolation from the 1941

. census tables, the average value of rural houses estimated on the basis of
some limited data that are available on the subject, and current rental
value imputed by applying 6 per cent rate of interest on the value of this
property. From this rental value, the net wvalue is obtained by deduct-
ing the estimated annual expenditure on maintenance and repairs of
rural houses.

4.27. The sum of the net output of all the sectors discussed above
gives the net domestic product at factor cost. In order to arrive at the
national inecome we have to adjust this figure by that of the estimated
net income from abroad., Fortunately, a wealth of statistical material
in regard to the country’s balance of payments is available in the publi-
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cations of the Reserve Bank of India which have been made use of in this
connection. Incidentally, we have taken the opportunity of using these
data for presenting a number of tables in the next two chapters showing
the relation of the economy to the rest of the world. Adjusting the
estimated net domestic product by the estimated net income from abroad
we arrive at an estimate of the national income of India for 1948-49."

4.28. In the next chapter, we proceed to give in tabular form the
results of the calculations described in this chapter. 'We have pointed
out the many limitations of the available material. We are, however,
presenting the estimates not because we think that the individual figures
are free from a large margin of uncertainty but because they have an over-
all value in showing the relative magnitudes of the different items, and
because they bring out the need of a continuing improvement of the
statistical information and its economic analysis.



CeAPTER FIVE
THE ESTIMATES FOR 1948-49

5.1. Although the aggregate national income and its changes from
year to yvear are of interest in many ways, the detailed structure of the
aggregate is more important for policy decisions. For example, it is use-
ful to know the contribution of different types of productive activity and
the net output per engaged person in different branches of such activities.
A breakdown by character of enterprise, namely, small (broadly household)
enterprises and larger establishments is of importance in a comparatively
under-developed economy. The relative share of rural and urban sectors,
or the relative proportion of the monetized (arising through monetary
transactions) and demonetized (through barter and payments in kind)
sectors of the economy are important in India. Consumer expenditure
and capital formation; the share of Government in domestic product and
expenditure; and the flow of commodities and services across the
boundary of the country, that is, the position of the national economy in
relation to the rest of the world are essential items of information for the
guidance of economic policy. In the present chapter we shall discuss these
problems in a general way, and give such estimates for the financial year
1948-49 (1st April - 31st March) as could be prepared on the basis of the
available material.* ' ’

5.2, National income by industrial origin: Table 2 shows the distri-
bution of national income by industrial origin, and indicates the relative
importance of different types of productive activity in the national
economy. If similar figures are available for a number of years, it is pos-
sible to compare the shifts in the distribution of national income among
the different scctors. The rate of industrialization, for example, can be

. properly assessed only on the basis of such figures.

5.8. For the present we have, however, estimates for only one year
which also provide useful indications of the general structure of Indian
economy. Agriculture, animal husbandry, and ancillary activities (namely,
processing, transport, and marketing services performed by the cultivator
on his own account in respect of his own produce) contribute roughly 47 per
cent or nearly half the national income (item 1). Commerce,‘ transport,

* ']:‘hf:a unit used is abja rupees =100 crores of rupees—one milliard rupees=one
T.S. billion rupees=10° rupees= £75 million pounds sterling= 8210 million U. 8. dollars
(eurrené rate). The word ‘ab_jnﬁ is a rtandard Sanskrit term for one hundred crores

28
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and communications (item 13) amount to 19.5 per cent or nearly a fifth of
the total national income. When it is remembered that a large part of the
commodity production does not enter into trade at all--being retained by
the producer for his own consumption—the relative importance of this
sector is clear. Thesc figures, taken in conjunction with income-tax
returns, may also be of some help in appraising the incidence of taxation on
various sectors. Looking at a different aspect, we find from Table 2, that
commodity production, taken roughly as the total value contributed by
agriculture, mining, manufacturing and hand-trades (sum of items 4 and 8),
amounts to Rs. 56.5 abja or nearly two-thirds of the total national income.

.

TABLE 2: NATIONAL INCOME OF THE INDIAN UNION
BY INDUSTRIAL ORIGIN: 1948-49

: net output per-
iterns {Rs. abja*) centage
a o (2} (3)
agriculture
1. agriculture, animal husbandry and
ancillary activities® 40.7 46.7
2. forestry 0.6 0.7
3. fishery 0.2 0.2
4. total of agriculture 41.5 47.6
mining, manufacturing and hand-trades
5. mining . 0.6 0.7
6. factory establishments 5.8 6.6
7. small enterprises 8.6 9.9
8. total of mining, manufacturing and hand-trades 15.0 17.2
commerce, transport and communication
9. communications {post, telegraph and telephone) 0.3 0.3
10. railways 2.0 2.3
11. organized banking and insurance 0.5 0.6
12. other commerce and transport® 14.2 16.3
13. total of commeree, transport and communications 17.0 19.5

other services

14. professions and liberal arts 3.2 3.7
15. government services (administration) 4.6 5.3
16. domestic service 1.5 1.7
17. house property ) 5.2
18. total of other services 13.8 15.9
19. net domestic product at factor cost . ' 87.3 100.2
90. net carned income from abroad {(—) 0.2 (—) 0.2
21. net national output at factor cost

=national income 87.1 100.0

*abja=100 crores=1 milliard = 1 U.S. billion =10¢. -
Rs. abja = £75 million pounds sterling== $210 million U.8. dollars {current rate}.

! these include processing, markoting and ancillary activities performed by the cult{-
vator in respect of his own produce.

? includes services of indigenous money-lenders.
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5.4. National income by character of enterprise: The information given
in Table 2 has been re-grouped in Table 8. In this table items 15-17
(namely, other commerce and transport, government administration, and
house property) have not been classified. The remaining items have been
grouped under two heads: (a) small (or largely household} enterprises;
and (b) larger enterprises (which are generally corporate establishments).
Omitting the unclassified items, the contribution of small enterprises
(83.6 per cent) is practically five times as great as the contribution of larger
enterprises (16.4 per cent). Even if the unclassified items are included,
small enterprises account for more than 61 per cent of the net domestic
product. The relative importance of small (or largely household) enter-
prises is quite clear. A comparison of the share of household enterprises

TABLE 3: NET DOMESTIC PRODUCT OF THE INDIAN UNION
BY CHARACTER OF ENTERPRISE: 1948-49 '

percentage of

items net output -
(Bs. abja*) ‘classified ‘domestic
product’ product’
1 (2) 3) (4)
small enterprises (largely household)
1. agriculture (other than plantations, etc.) 40.0 62.6
2. fishery 0.2 0.3
3. small enterprises and hand-trades 8.6 13.4
4. professions and liberal arts 3.2 5.0
5. domestic service 1.5 2.3
6. total of small enterprises 53.5 83.6 61.3

larger enterprises

7. agriculture (plantations, etc.)
8. forestry

9. mining

10. factory establishments

11. railways

12, communications

13. organised banking and insurance

CDOWTIOO O
WO WSS,
COWD OO p
CO QLI il (D D et

|
|

14. total of larger enterprises 10.5 16.4 12.0
unclassified items

15. other commerce and transport 14.2

16. government services (administration) 4.6

17. house property 4.5

18. total of unclassified items 23.3 26.7
19. net domestic product " T87.3 100.0 100.0

* abja==100 crores=1 milliard=1 U.S. billion==10s.
Rs. abja=£ 75 million pounds sterling= $ 210 million U.8. dollars.

over a number of years would give an important indication of the changing
pattern of economic development in India. The relative share of small
and large enterprises is also a matter of interest from the point of view of
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priorities and allocation of resources.

course be still more useful to have similar breakdowns within important

groups of industries. This is not possible at present, but it would be
useful to collect relevant data for such purposes in future,
5.5.

For planning purposes, it would of

Net output per engaged person in different branches of productive
actiwity: It is useful to consider the contribution of each industrial sector

(in Table 2) in relation to the estimated total working force in the sector.

This would give a rough idea of the net value of output per engaged or

occupied person in each sector. Relevant figures are given in Table 4.

TABLE 4: NET OUTPUT PER ENGAGED PERSON
IN THE INDIAN UNION: 1948-49

number of net output
net output persons per engaged
items (Rs. abja*) engaged person (Rs.
(lakhs)* thousands)
)] 2 @ - (4}
1. agriculture 41.5 905 0.5
2. mining and factory establishments 6.4 38 1.7
3. small enterprises 8.6 149 0.6
4. total of mining, manufacturing
and hand-trades 15.0 187 0.8
§. railways and communications 2.3 12 1.9
6. banking, insurence, and other
commoerce and transport 14.7 95 1.5
7. total of commerece, transport
and communigcations 17.0 107 1.6
8. professions and liberal arts 3.2 50 0.6
9. government services (administration) 4.6 36 1.3
10. domestie service 1.5 42 0.4
11. house property 4.5 - —
12. total of other services 13.8 128 1.1
13. net domestic product at factor cost 87.3 1327 0.66

* abja=100 crores=1 milliard=1 U.S. billion=10° Also, lakh=100,000.
Ra. abja=£75 million pounds sterling== §210 million U.S. doMars.

The estimates are based on the occupational distribution of the
working force in the country. As we have already stated, each working
dependent is treated as equivalent to a principal earner, subsidiary
workers being completely omitted from the caleulations of the working
force. The complete omission of subsidiary occupations is unavoidable
because of the vagueness of the category; it is also probably justified by
the fact that part-time work in different sectors is likely to cancel out.

5.6. An alternative procedure would be to treat a working dependent

as equivalent to half of one principal earner. This may be justificd by
the fact that there is a great preponderance of women among. working
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dependents, and the fact that working dependents occeur Jargely in the
agricultural sector. It is possible that many of the working dependents
work only a part of their time. Secondly, a child below 14 years engaged
in economic activity would be described as a working dependent, and it
would be reasonable to assume that his productivity is lower than that of
an adult. In the absence of tables of occupational distribution by age.
it is not possible to examine the position more closely. However, the adop-
tion of the alternative procedure leads to Table 4.1. Although some of
the individual figures are somewhat different, it will be noticed that,
estimates of net output per engaged person are very nearly the same
in both the tables. . : : : '

“TABLE 4.1: ALTERNATIVE ESTIMATE OF NET OUTPUT PER ENGAGED
PERSON IN THE INDIAN UNION: 1948-49

number of net output
) net output persons per engaged
items (Bs. abja*) engaged person (Rs.
(lakhs)* . . thousands)
1) ' @ .. G : (%)
1. agriculture 41.5 816 0.5
2. mining and factory establishments- 6.4 34 . 1.9
3. small enterprises 8.6 134 - 0.6
4. total of mining, manufacturing . o
and hand-trades : : ~ 15.0 168 0.9
5. railways and communications 2.3 . o1l 2.1
6. banking, insurance, and other . o
commerce and transport ] 14.7 89 1.8
7. total of commerce, transport } ) :
and communications S17.0 100 1.7
8. professions and liberal arts 3.2 47 0.7
9. government services {ndministration) 4.6 35 1.8 -
10. domestic service 1.6 35 0.4
11. house property 4.5 — —
12. total of other services i3.8 117 - - 1.2
13. net domestic product at factor cost : 87.3 1201 0.73

* ghja=100 crores=1 milliard=1 U.8. billion=10°. Also, lakh==100,000.
Rs. abja=£75 million pounds sterling= $210 million U.S. dollars. ' o

5.7. It must be emphasized, howéver, that too. much should not be read
into these figures which represent neither the productivity per worker of each
sector (since,, for example, non-working proprietors have been included)
nor the average ‘earnings per engaged person (since income payments
Jike interest may conceivably go to persons outside the sector). In compar-
ing the figures, it must also be remembered that the capital investment in
the way of mechanical equipment per worker varies widely from sector
to sector. For example, the high net output per engaged person in rail-
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ways and communications is due to the heavy capitalization. There are
many difficulties in making comparisons. However, within these limi-
tations, the present figures give a comparative picture of the share per
person of net output generated in the different sectors.

5.8, In the, government sector, the output of government administra-
tive services is by definition equal to the cost of these services. It is
interesting to note that the cost of government administration in this sense
(that is, the net output per engaged person in this sector) is practically
double the average output in the country.

5.9. Per capita national income : The estimated national income for
1948-49 is Rs. 87.1 abja. The population in 1948 was taken as 841
millions on the basis of the estimates made by the Registrar General.
The per capita national income therefore, works out at Rs, 255.

5.10. Share of government in domestic product and ezpenditure: Turn-
ing to an entirely different aspect, we may now examine the share of govern-
ment in national income generation and its disposition; government draft
on private income; and capital formation in the government sector and
its finance. Such estimates would show the relative importance of govern-
ment control (administrative and financial) in the national economy, The
larger the gross capital formation on government account in relation to
the gross total or domestic capital formation the greater would be the effec-
tive government control over investment. Unfortunately, reliable infor-
mation on caiaital formation in the private sector is not available and a
compatison with the government sector is not possible at present.

5.11, However, by consolidating the accounts of the central and State
governments, various municipalities, district boards and port trusts, it
is possible to know the relative share of the revenue and expenditure of all
public authorities in the national economy. Accounts relating to the pub-
lic sector are fortunately available in considerable detail, and Table 5 gives
a summary of the position of the public sector. In the different sections
of Table & the consolidated totals of the public sector have been shown
against the corresponding national total, except in the fourth section
relating to capital formation where the government sector has been given
in isolation because the capital formation in the private sector cannot he
estimated with the currently available material. Efforts must be made to
obtain some idea of the total domestic capital formation; and once this can
be done, the analysis of the consolidated public sector is likely to be of
great help in making policy decisions.

&
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TABLE B: SHARE OF GOVERNMENT IN DOMESTIC PRODUCT
AND EXPENDITURE IN THE INDIAN TUNION: 1948-49

jtems Rs. abja*  percentage

(1) (2 (3)

government share in gencration of net domestic product

1. net output of government enterprises 3.0 3.4
2. net output of government administration 4.6 5.3
3. net output of private sector 79.7 91.3
4. net domestic product 87.3 100.0
government share in mational expendifure
. government current expenditure on commodities and
gervices (government administration) 6.3 6.9
6. governmenb administrative capital expenditure 0.8 0.9
7. government enterprises capital expenditure 1.3 1.4
8. net national expenditure at market price 91.7 100.0
government draft on private income
9. direct taxes 2.0 2.3
10. indirect taxes 4.2 4.8
11. miscellaneous fees, etc. 0.7 0.8
12. private income 87.3 100.0
government capital formation and finance
13. surplus on current account and maintenance provision 0.5
14. government borrowing at horhe 3.1
15. government borrowing abroad (—) 2.2
16. extra-budgetary receipts and adjustment
for cash balances 0.7
2.1

17. gross capital formation on government account

* gbja=100 crores=1 milliard=1 U.8. billion=10e.
Rs. abja=£75 million pounds atorling= $210 million U.S. dollars,

5.12. National economy in rvelation to the rest of the world: For purposes

of exchange, and export and import control it is useful to analyse the

“hational income totals in relation to the flow of goods and services across
the boundaries of the country. Such estimates are given in Table 6. Items

1-3 show India’s exports and imports of commodities and services in the

financial year 1948-49 in relation to the national product gross of imports

(that is, the total of the net national income and the gross import of com-

modities and services) which constituted the total fund out of which exports

might have been possible. Wkere export propensity is low, a fall in domes-

tic product may lead to a shrinking of exports but not of imports; and the
balance of payments position has to be viewed against the net national
product gross of jmports, the fund out of which exports would be possible,
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For a single year, the figures give only the absolute magnitude of exports
and imports in relation to this fund. If information is available over a
number of years, such a table can supply a basis for studying the pattern
of exports and imports in relation to the national product.

- TABLE 6: NATIONAL ECONOMY AND THE REST OF THE WORLD: 1948-49

items Rs. abja* percentage

8} 2)

exports and imports in relation to net national product gross of imports

1. exports of commodities and services 5.0 5.3
2. imports of commodities and services 7.1 7.5
3. net notional product gross of imports

of commodities and services 04.2 100.0

receipts from abroad in relation to net domestic product

4. net earned income from abroad (—) 0.2 (—) 0.2
5. net donations from abroad 0.1 0.1
6. net domestic product 87.3 100.0

Jinancing of import surplus

7. private long term borrowing (—) 0.2
8. other long term borrowing (official and
banking institutions) (--) 2.1
9. short term borrowing (balancing short term
capital movements, official and banking institutions}) 4.5
10. net borrowing 2.2
11. import surplus (commodities and services) o201
12. other items on current account (net) 0.1
13. net doficit on current account (=net borrowing) 2.2

* abja=100 crores=1 milliard=1 U.S. billion=10%.
Rs. abja=£75 million pounds sterling = $210 million U.S. dollars.

5.13. Items 4-6 of Table 6 show the relation between domestic product,
earned income from abroad, and donatitms,- ete., received from abroad.
The latter are important items in certain countries. In Indonesia, for
example, income from abroad is a significant component of national incomc;
in other countries, donations, etc., reccived from abroad aresometimes quite
important. In India both items are negligibly small. Items 7-13 of
Table 6 give a general analysis ¢f the financing of imports which shows that
India has a net deficit in the current trade account and, in respect of
investment income, is a debtor country from the point of view of current
liabilities.

5.14. Other breakdowns and social accounts: There are other breakdowns
of national income which are of great importance in economic analysis but
which we were unable to undertake for lack of statistical information of
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adequate coverage or of sufficient reliability. We have discussed below
some of these breakdowns as a guide to future action.

5.15. Degree of monetization in the economy: ~All estimates given in the
present report have been obtained by caleulating the value of each sector
at its equivalent market value in terms of money. In actual fact, a large
part of the commodities and services in India does not enter into the market
at all (and is therefore not subject to monetary transactions). Ina pre-
dominantly subsistence economy even when the quantity of production
remains more or less steady the imputed value in terms of money may vary
widely due to changes in prices (which, however, have real reference to only
that relatively small part of the total product which enters the monetized
market). It would be useful to know to what extent the estimates are
imputed or hypothetical (or conventional) in the above sense. For
example, consumption by the producer of his own product, wage earnings
in kind, or bartered goods do not generate any demand for currency.
Hence , in regulating the supply of money, the operative factor is not the
total supply of goods and services but that portion which enters into the
organized market. The division into monetized and non-monetized
sectors is not possible with available material. Some fragmentary infor-
mation is, however, available which indicates the importance of the prob-
lem. For example, from some unpublished material* it appears that out
of the total out-turn of rice, approximately 6 per cent is used for seed,
20 per cent for wage payments in kind, 46 per cent for household con-
sumption by the producer himself or for barter, so that a total 'of 72 per cent
is in the non-monetized sector leaving 28 per cent or only a little more than
a quarter of the total production to be marketed, Information is gener-
ally meagre, and no attempt is being made in the present report to give
separate estimates for the monetized and non-monetized sectors. The
prdblem is, however, of special importance in this country, and continuing
attention will have to be given to it in future.

" 5.16. Share of wrban and rural sectors of the national product: Again,
in India the distribution of national income between urban and rural
sectors is of importance for policy purposes as a suitable balance has
to be preserved between these two sectors .in any sound programme of

.national development. Certain conceptual difficulties arise in the present
context. Should income generated in an area, or the income earned by resi-
dents in an area be deemed to be the income of the area? Apart from diffi-
culties of definition, the separate measurement of urban and rural incomes
is not possible from available data, It may be simpler to segregate the

& unpublished Marketing Report on rice.
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expenditure incurred in the urban and rural areas; and it would probably be
less difficult to estimate such expenditure through sampling methods.
This also is a problem to be studied in future.

5.17. National income and consumer expenditure: An analysis of con-
sumer expenditure by different heads is useful for many purposes. It ean
show the relative share of private consumption and saving and the distri-
bution of consumption expenditure over different types of goods and ser-
viees. When available over a period of time, it reveals the shifts in con-
sumer expenditure in consequence of a given economic policy (or of a tax
measure) leading to a shift in the price structure. Estimates of consumer
expenditure can be made either directly through family budget enquiries,
or indirectly by making estimates of the value of different types of consu-
mer goods and services. Unfortunately, family budget studies irame-
diately available do not cover the whole country and cannot be used for
preparing reliable estimates. Inadequacy of detailed information relating
to consumer goods also prevents allocation of the national product into
meaningful breakdowns of consumption and investment. Fragmentary

_and dimensional indications are available in isolated cases. For example,
out of a total national product of Rs. 87 abja in 1948-49, the consumer
expenditure on food probably amounted to about Rs. 46 abjaor nearly
53 per cent of the national income. This particular figure is being given
for purposes of illustration, and should not be taken too seriously.
Nevertheless, the high proportion of consumer expenditure on food shows
in a general wz.Ly the undeveloped character of our economy. Attention
will have to be given to the collection of data relating to consumers’
current expenditure and private savings.

5.18. A framework for social accounts: Tt will be seen that therec were
many problems which the Committee would have liked to have studied
but which were not amenable to analysis for lack of statistical information.
We also consideredthe possibility of presenting the information in the form *
of social accounts. We found that a complete set of such accounts cannot
be prepared at present as reliable information is not available on certain
items like provision for depreciation, capital formation and saving in the
private sector, or consumers’ current expenditure. We have, however,
thought it worth while to give a very simple framework ol social accounts
in the next chapter although we have found it necessary to use certain
symbols to represent items for which reliable numerical values cannot
be assigned. We hope these gaps will be filled up at an early date,
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A FRAMEWORK FOR SOCIAL ACCOUNTS FOR 1948-49.

6.1. In chapter 5, the information at present available on the national
income and other elements of the national aceounts was presented in such
a way as to throw light on a number of questions of intere$t in the formu-
lation of policy. The purpose of this chapter is to supplement that infor-
mation, where this can be done with reliability, in such a way as to illus-
trate as far as possible the conceptual structure described in previous
chapters and at the same time to bring out clearly the structure of statis-
tical data on which this report has been based and the principal items on
which no Information is available at present.

6.2. The numerical results given in this report are all derived from
three basic kinds of information. The first is an estimate of the net domes-
tic product at factor cost built up from estimates of the net value added
in each branch of activity. These estimates were presented in Table 2 of
chapter 5. The second is a detailed classification on economie lines of the
transactions of public authoerities, that is, of the central government, govern-
ment enterprises, State governments and municipal and other local autho-
rities. Much of this information was used in chapter 5 but it was not pre-
sented systematically or in detajl. Since this information is for the most
part highly reliable being based on actual accounting data (there are
exceptions in the case of certain class B and C States but these are not
numerically important) and of very considerable interest in itself, it is set
out systematically in Tables 8, 10 and 11 of this chapter which show res-
pectively a current account of government administration in 1948-49, a
current account of government commercial enterprises in  1948-49,
and an account of the eapifal transactions of government enterprises and
general government administration in 1948-49. The third type of infor-

. mation relates to the transactions between the Indian Union and the rest
of the world, and here again a large volume of information is available from
the estimates of India’s balance of payments published regularly by the
Reserve Bank of India. Tables 13 and 14 which show the transactions
between the Indian Union and all other -countries on current aud capital
account. respectively are based on this information.

6.3. With these three types of information it is possible to go a consi-
derable way in filling in numerically the conceptual strncture deseribed
briefly in p;'evious chapters. This structurc involves distinetions between
(a) different types of cconomic activity, in particular the three bastc

38
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forms, production, consumption and adding to wealth; (b) different
classes of transactor, in particular between government and the private
sector of the economy, and within the latter between different forms of
organization such as enterprises and households; and {c) different classes
of transaction, in particular those which involve a transfer of commodities
or services and those which do not but instead take the form simply of
unilateral payments,

6.4. The first of these distinctions is important since it provides the
basic classification needed for economic analysis. Without it there could
be no distinction between costs and incomes nor between consumption and
capital expenditure. The second is important partly because transactors
are 50 often the source of statistical and accounting information and partly
because they are the centres of economic decisions. The third criterion is
important because it permits transactions directly involving an absorp-
tion of commodities and services to be distinguished from those which
involve only a redistribution of purchasing power between the different
sectors of the economy. .

6.5. It isusual and convenient to distinguish between three main sec-
tors of the economy: enterprises, households, and government; and in each
case to group the transactions together into one of three accounts, one for
each of the three basic forms of economic activity. This completes a
simple accounting presentation of the domestic economy. The rest of the
world may be represented indifferently in such a scheme either as an addi-
tional sector or-as an additional type of account. It will be represented in
the latter way in what follows. :

6.6. The system just described contains three sectors of the economy
each with four accounts, or twelve accounts in all. Some further simpli-
fication is needed if the structure of the Indian econory is to be represented
with existing information and this may conveniently be done by consoli-
dation as follows.

enterprises households  government
production (operating account) a d a
consumption (appropriation account) oO———0 a
adding to wealth (resting account) ' n O - ®]
external account a a ——0
In this diagram solid lines (——) indicate that the accounts over

- which they stretch are consolidated. Thus the original system of twelve
accounts is reduced in the manner shown to one of five.
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6.7. 'The first account, the Domestic Product Account in Table 7 below

is purely functional, that is to say it brings together in summary form al 7

TABLE 7: THE NATIONAL ACCOUNTS OF THE INDIAN UNION: 1948-49*%

>

1

(1) ) (3) (4)
&
DOMESTIC PRODUCT ACCOUNT
expenditure revenue
1. indirect taxes” 5. current expenditure on commo-
1.1 taxes (25.1) 4.2 dities and services
1.2 miscellaneous fees {25.2) 0.7 5.1 consumers (10) E
2, provision for depre- 5.2 government sector (200 6.3
ciation (33) D 6. gross domestic capital formation
3. domestic product aceruing to . 6.1 private sector (30.1) I
3.1 private sector (14) 86.6 6.2 government sector (39.2) 2.1
3.2 government sector (27) 0.7 7. net exports of commodities
and services (39) (—)2.1
8. subsidies (21) 0.3
4. total D+-92.2 9. total E4-I+6.6
PRIVATE APPROPRIATION ACCOUNT
expenditure revenue
10. consumer expenditure (5.1} E 14. income from domestic
11. direct taxes {26) 2.0 product (3.1) 86.6
12. private saving (34.1) 5 15. national debt interest {28) 0.5
18. net earned income from
abroad (40) {(—)0.2
17. transfer payments (22) 0.3
18. net donations from
abroad (36) 0.1
13. total EB+S+2.0 19. total 87.3
GOVERNMENT APPROPRIATION ACCOUNT
expenditure revenue
20. government expenditure 25. indirect taxes .
on commodities and 25.1 taxes (1.1) 4.2
sorvices (5.2) 6.3 25.2 miscellaneous fees (1.2} 0.7
21. subsidies (8) 0.3 26. direct taxes (11) 2.0
22. transfer payments (17) 0.3 27. incoms from domestic
23. government saving (34.2) 0.2 product (3.2) 0.7
28. less national debt interest(15) (—)0.5
24. total 7.1 29. total 7.1
CONSOLIDATED RESTING ACCOUNT
expendilure revenue
- 80. gross domestic capital formation 33. provision for depreciation (2) D
30.1 private sector (6.1) I 34. saving
30.2 government sector(6.2) 2.1 34.1 private sector (12) S
31. netb Iendingﬂg/l?roud {37) (—)2.2 34.2 government sector (23) 0.2
32. total I+(—)0-1 35. total D+840.2
REST OF THE WORLD'ACCOUNT
expenditure revenue
36. net donations to India (18) 0.1 39. net exports of commodities
and services to India (7 .
37, net lending to India (31} 2.2 40. net earned income frogn) 21
India (16) 0.2
38. total 2.3 41. total 2.3

* in Rs. abja=£75 milli.cn_l pounds sterling= $210 million U.8. dollars,
abja=100 crores=1 milliard=1 TU.8. billion=1¢°.
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the transactions relating to the domestic production of the Indian Union
without any subdivision by sector. If more information were available it
would be possible to subdivide the entries in this account by type of orga-
nization (private, government, etc.) and/or by branch of activity (agricul-
ture, manufacturing, commerce, ete,). In fact the sum of entries 3.1 and
3.2 of this table are so subdivided in Table 2 of chapter 5 above.

6.8. The next two accounts, respectively the Private and the Govern-
ment  Appropriation Accounts in Table 7 represent a subdivision
by sector of the second form of economic activity which above has been
called consumption. The first shows on the revenue side the various ele-
ments of private income and on the expenditure side the appropriation
of this income to consumers’ current expenditure, current transfers (in
this case direct taxes) and private saving. The second shows the same ele-
ments for public authorities. In their case the bulk of revenue comes from
taxation and this revenue is laid out either on common services for the
community (education, health, administration, defence, etc.) or transferred

to another sector or saved. The items in this account are further subdivi-
ded in Table 9.

6.9. The fourth account, the consolidated Resting Account in Table 7
brings together the capital transactions of the Indian Union and shows
how domestic capital expenditure is financed by means of borrowing
from abroad and from the saving and depreciation provisions of public
authorities and private individuals and institutions.

6.10. The fifth and last account, the Rest of the World Account in
Table 7 above, brings together the transactions of the Indian Union
with other countries. The items in this account are further subdivided
in Tables 13 and 14 below.

6.11. In all these accounts, we have used symbols wherever numerical
data are not available against the respective activities. Thus, the {ollowing
types of activities are represented by the symbols given against them:

Provision for depreciation = D
Consumers’ current expenditure = E
Private capital formation = I
Private saving = 8

It may be added that the presentation is articulated, each entry appearing-
in one other place in the system. Each entry is numbered and the number.
alter cach item indicates the entry reciprocal to that item.

6
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6.12. Four items, D, E, T and 3, are connected by two independent
relationships which may be written in the form

E+4+I—D = 85.6
E+S = 85.3

6.18. Thus if certain pairs of items could be estimated, it would be
possible to obtain a residual estimate of each of the remaining two. In fact
if value could be obtained for 1,S; E.I; D,S; D.I; D,E; then it would be
possible to derive respectively D,E; D,S; EI; ES; 1,5 A knowledge
of B,S however would not permit D.I to be derived but only the differ-
ence I—D. If all four missing items could be directly and independently
estimated then two constraints would be available with which to adjust all
the entries in the table. 'The magnitude of such adjustments in any case
would depend on the reliability of the estimates and the relationships, if
any, between their errors..

6.14. In‘this way Table 7 brings out clearly the gaps in the present sys-
tem of estimation. These gaps oceur either in the elements of private final
expenditure, E and I; orin the private sources of finance for capital expendi-
ture, D and S. The existence of these gaps sets o new task in the field of
data collection which must be completed before the economic structure of
the Indian Union can be fully drawn up even in the simplified way indicated
in Table 7. :

6.15. There are a limited number of incorne and product totals which
are found to be of recurring use in national income analysis. Many of
these have in fact been already discussed. The following Table 8 shows
how these other aggregates are related to the basic concept of the national
income. The numbers in brackets after the cntries in Table 8 refer to
the entries in Table 7. It will be seen that various income and product
totals commonly in use are readily obtained from the entries in the first
“two accounts of Table 7. It may be mentioned here that personal income
before and after tax are other important aggregates. As no reliable
information is available on undistributed profits of corporate enterprises,
we may represent this by another symbol U. Personal income before tax
can be then obtained by subtracting corporation tax and undistributed
corporate profits from private income or (87.3040.65——{3) = (86.65—1U).
Deducting 1.33 for other income taxes, personal income after tax is
(86.65—1.33——U)=(85.32,——U).
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TABLE 8: RELATIONSHIP BETWEEN THE NATIONAL INCOME AND THE
OTHER MAIN AGGREGATES OF INCOME AND PRODUCT
FOR THE INDIAN UNION: 1948-49

. Bt : (2)
) Rs. abja*
1. net national product at factor cost =national income (3.1+3.2+ 16) 87.1
2. indirect taxes including miscellaneous fees (1.14-1.2) : " 4.9
3. less subsidios (—8) - (—) 0.3
4. not national produet at market prices (4—2—8-+16) 91.7
§. provision for depreciation (2) ) D
6. gross national product af market prices (4— 84 16) D+ 91.7
7. net national product at factor cost=national income (3.143.24-16) 87.1
8. less not earned income from abroad (—16) . 0.2
9. net domestic product at factor cost (3.1-+43.2) . - 87.3
10. lessincome from domestic product aceruing to government (—3.2) (—) 0.7
11. income from domestic product accruing to private sector (3.1) 86.6
12. national debt interest (15) . 0.5
13. net earnod income from abroad (16) (—) 0.2
14. transfer payments (17} 0.3
16. net donations from abroad (18} 0.1
16. private income 87.3

* Rs. abja=E£76 Mmillion pounds sterling= $210 million U.8S. dollars.
abja=100 crores=1 milliard=1 U.8. billion=10°.

6.16. Accounts of public authorities summarising the activities of the
central and State governments, municipalities, district boards and port
trusts have been presented below in Tables 9, 10 and 11. These have been
culled from budget accounts, and presented here after reclassification of
government revenue and expenditure between current and the capital
transactions on the one hand and administrative and commercial activities
on the other. These adjustments are purported to bring out the current
.costs of administration and its finance by different channels of revenue,
the distribution of the expenditures on administration, and on commercial
activities, and finally the capital transactions of public authorities as dis-
tinet from current transactions. Expenditure on defence is, by hypothesis,
taken as an item of current expenditure, as capital outlay on defence is not
_supposed to increasc or to maintain the Produ_cti_ve resources of the

gormmunity.
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TABLE 9: CURRENT ACCOUNT OF PUBLIC AUTHORITIES:
ADMINISTRATION: 1948-49%

1} (2) (3) (4} (5) (6
expenditurs revenue
current expenditure on commodities direct tazxes on income
and services
10. corporation taxes 0.65
L. civil administration 3.26 11. other income taxes 1.33
2 2.
2. defonco 7? 12, total direct taxes 1.98
3. miscellaneous 0.25
4. total 6.30 indirect taxes
5. subsidies 0.34 13. customs 1.39
6. transfer payments to 14. oxcise 1.07
individuals 0.26 15, stamps 0.20
7. total current expenditure 6.90 16. land revenue 0.42
: 17. other taxes and duties 1.08
saving 18, total indirect taxes 4.16
8. surplus on current account 0.20
fees and miscelluncous receipls
19. civil administration 0.38
20. miscellaneous 0.32
21. total 0.70
22, total tax revenue 6.84
transfer of operating surplus from curreni
accounts of comnercial enlerprises
23. railways 0.25
24, others 0.25
23, total T 0.50
N income from property
28. interest receipts 0.10
27. other receipts 0.12
28. total incomse from property 0.23
29.<less national debt interest  (—)0.40
9. total 7.10 30, total 7.10

* in Rs. abja = £75 million pounds sterling = $ 210 million U. . dollars.

pbja=100 crores=1 milliard=1 U.S. billion=10».

N.B.—Figures in Tables 8-14 aro given corroct to one cyore (ten million) rupees, as
these are hased on relinble material.
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TABLE 10: CURRENT ACCOUNT OF PUBLIC AUTHORITIES:
ENTERPRISES: 1948.49*
() (2) (3) 4) (6) (6)
expenditure revenue
purchase of conmodities and services sale of commodities and services
from other enterprises .
1. rajlways 0.42 17. railways 2.32
2. others 0.10 18. others 0.84
3. total 0.52 19. total T 3.1
wages and salaries
4. railways 1.19
5. others 0.38
6. total 1.57
interest payments to private sector through
government (debt services)
7. railways 0.23
§. others . 0.05
9. total ’ 0.28
provision for maintenance and depreciation
10. railways 0.23
11. others 0.06
12. total 0.29
operating surplus
13. railways 0.25
14. others 0.25
15. total 0.50
—IF(;. total 3.16 20. total 3.16
TABLE 11: CAPITAL ACCOUNT OF PUBLIC AUTHORITIES:
ADMINISTRATION AND ENTERPRISES COMBINED: 1948.49%
0 SIS —— (1) )
erxpenditure revenue
commersial enlerprises
1. maintenance 0.23 8. surplus on current account 0.20
) . 0 97 9. maintenance provision:
2. capital outlay - commercial enterprises 0.29
3. total 1.20 - 10. not borrowing 1.59
administrative departments
4. maintenance 0.81
5. capital outlay .
6. not purchaso of assets 0.07 L
7. total .08 11. total 2.08

*jn Rs. abja=£75 million pounds storling = $210 million U.8. dollars.
abja=100 crores=1 miiliard=1 U.S. billion= 10°.

6.17. Table 12 given below brings together the different types of out-
flows of money (factor payments and other payments) of all government

activities.
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All the totals given in this table have already appeared in Tables
9 10 and 11. The purpose of this table is the delineation of the
components of the totals given earlier. Also, this table shows the details
of government expenditure on capital account into wages and salaries and
other payments. These do not occur anywhere else in the report. The
net contributiont of government administration to national income may
thus be derived from this table as the sum of wages and salaries in
government administration’s current and capital expenditures. For
capital account of government administration, 75 per cent of total

expenditure is taken to be made up of wages and salaries, on the basns
of percentages for civil works expenditure.

6.18. Details of expenditure of government commercial enterprises
are also shown in Table12. Mining and trading concerns have been
lumped up under item 12 as they are not important enough individually.
Breakdowns of capital expenditure between wages and salaries and
other payments are not always available in the budget accounts of
government, and hence arbitrary allocations are necessary on the basis of
available ratios for railways, post and telegraph, ete., derived from ana-
lysis of railway and postal accounts. On this basis, wages and salaries
have been taken at 50 per cent of total expenditure for railways,"post and
telegraph, road transport, electricity schemes, and iron and steel and

industrial works. For forest, irrigation, industrial development and

multi-purpose river valley schemes, wages and salaries have been taken at
60 per cant of total expenditure arbitrarily. Since detailed information is
available in respect of current expenditure under all these heads, the
order of magnitude of arbitrary allocations is not significant in relation
to the total, as will be clear from Table 12,

6.19. The last set of tables outlines India’s balance of payments posi-
tion with the rest of the world. ~ Current transactions have been shown in
Table 13 which gives the broad constituents of India’s visible and invisible
foreign trade. Table 14 gives a summary of the capital movements during
the year, and outlines the finance of India’s current deficit on trading
account with the rest of the world. Errors and omissions have been shown
under balancing short term caiaita,l movements.
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TABLE 13: INDIA'S BALANCE OF INTERNATIONAL TRANSACTIONS
ON CURRENT ACCOUNT: 1948-49*

{1 2 (3)
expenditure Tevenue
1. merchandise imports (e.i.f.) 5.66 7. merchandise exports (f.0.b.) 3.96
2. government (not included 8. government {not included _)
elsswhere) - 1.01 elsewhere) 0.26
3. investment income 0.32 9. investment income 0.13
4. donations 0.06 10. donations 0.16
5. other current payments for 11. other current receipts _foz'
commodities and services 0.41 commodities and services .0.73
' 12. adverse balance met by
capital incomings 2.23
6. total 7.46 13. total 7.46
TABLE 14: INDIA’S BALANCE OF INTERNATIONAL TRANSACTIONS
ON CAPITAL ACCOUNT: 1948-49*
(1) {2) (3) {4)
expenditure revenue
1. private long term capital 6. private long term capital
(excl. banking institutions) 0.35 {excl. banking insbitutions) 0.16
2. other long term capital : 7. other long term capital
(official and banking institu- (official and banking instity-
tions) 2.11 tions) . —
3. balancing short term capital 8. balancing short. term capital
movements (incl. errors movements (incl, errors
and omissions) 0.08 and omissions) 4.60
4. financo of current advorse
balance by net capital !
incomings 2.22
5. total 4.76 9. total 176

* in Rs. abja=£75 million pounds sterling= $210 million U.S. dollars,
8hja=100 crores=1 milliard=1 U.S. bjllion= L(v.

6.20. There are some gaps in the above tables, There are other gaps
which made it impossible for us to study many important breakdowns
of the national income to which we have referred in chapter 5. The statis-
tical position is not satisfactory, and vet it is not too bad. The future
outlook is promising and is considered in the next chapter.



CHAPTER SEVEN
THE FUTURE OUTLOOK

7.1. The national income estimates and related tables for 1948-49
given in chapters 5 and 6 are provisional for two reasons. First, the figures
are in many cases based on material the reliability of which is not known
or in other cases on calculations involving assumptions the validity of
which is uncertain. Secondly, as already noted in the two previous
chapters it was not possible to make many of the desired breakdowns
of the natjonal income for lack of relevant material. It is necessary to
improve the estimates in both respects. Continuing efforts must, there-
fore, be made to obtain statistical data which would be more accurate
and more comprehensive in scope. Success depends entirely on the gradual
improvement of statistical information in all sectors; and progress must be
necessarily slow,

7.2. It is, however, encouraging to find that in the near future a good’
deal of new statistical data is likely to be available for the improvement’
of national income estimates. First, the field work for the decennial Popu-
lation Census was completed during February-March 1951. The Registrar
General {who is ex-officio Census Commissioner) has agreed to expedite the
preparation of certain tables (in some cases by sample tabulation), which
would be useful for national income estimation. The Census figures for
the total population with breakdowns by sex, by urban and rural areas,
and by important groups of means of livelihood are likely to be available
by the end of 1951. These figures would relate to the Indian Union as
it is now constituted and would provide up to date controlling totals for
breakdowns by urban and rural areas, and for calculations based on occu-
pational distribution.

7.3. In the Agricultural Labour Enquiry, which is being conducted
by the Ministry of Labour, pilot studies were completed in 1948-49; the
family budget data collected at this stage should give some useful indica-
tions. The main enquiry relates to 770 villages (selected at random after
stratification and) covering the whole of India. The field work was started
in 1949-50, and the collection of primary data covering 12 months in each
village would be completed within 2 month or two. The general village
questionnaire contains information on employment, wage rates, and
retail prices of important commodities in  the sample villages. The
general family questionnaire covers all families in the selected villages

49
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and contains information on housing, size of holding, employment of
outside labour, livestock and implements. This material should supply
useful information for the work of the Committec.

7.4. A plan for a continuing National Sample Survey was approved by
Government in January 1950. A little later, in March 1950, the National
Income Committee recommended the use of sampling methods to fill up
gaps in the data required by the Committee. It was accordingly decid'ed
that high priority would - be given to these - requirements. Financial
sanction was given in May 1950, and field operations started in difTerent
villages in October and November 1950. The first round of field survey in
about 1833 sample villages (selected at random after stratification) covering
the whole of the rural area of the Union of India is expected to be com-
pleted by the end of April 1951. The first set of schedules covered both
producing and consuming activities, Preliminary enquiries were also made
on capital formation in rural areas. The tabulation of the primary
material has already started and preliminary results are expected to be
available at an early date. ’

7.5. Thesecond round of the field survey would begin on 23rd April, 1951,
in which attention would be focussed on consumer expenditure. A pro-
posal has also been submitted to Government to extend the enquiry to
urban areas with effect from July or September 1951. The intention is to
organize the tabulation work in such a way that a continuing flow of in-
formation would be available regarding different sectors of the national
economy. The NSS is thus expected to supply a good deal of new material
for the work of the Committee during the current year.

7.6. The annual Census of Manufactures covering large establishments
(with a labour force of 20 or more and with power) is restricted at present
to 29 groups of industry out of a total of 63 groups. At the request of the
Chairman, an ad hoc sample survey covering all groups of industries (with
the exception of railways and defence establishments) is being conducted by
the Directorate of Industrial Statistics. Information relating to a first
sample of 795 establishments has been already collected and tabulated.
A second sub-sample of about 1200 estahlishments is also expected to
be available at an early date. Considerable improvements in the esti-
mates for this sector should be possible with the help of the above
material.

7.7. However, even when the results of the surveys described above
become available the material would still remain imadequate in many res-
peets., Capital formation may require a more direct approach on the basis
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of goods and services used mainly for the formation of physical assets.
Information is lacking on the distribution of incomes by size of income for
the country as a whole. The income fax statistics give brcakdowns by
income classes for persons with earnings above the tax exemption limit
“which, hOWCVCI;, cover only a small [raction of the total population. An
extension of the NSS to urban areas would provide a more comprehensive
picture, but it will take some considerable time tosecure reliable estimates
of the distribution of incomes. Distributive trade, both in urban and rural
areas, is likely to remain a difficult sector for a long time and would require
patient study. Current information on the gainfully occupied is an essen-
tial requirement, and arrangements will have to be made to secure this.
In India the household is a highly integrated economic unit; and it will
be desirable to separate the monetized transactions from the non-mone-
tized. This involves both conceptual and practical problems, but explora-
tory studies in this field would be most desirable. These are some of the
problems to which attention will have to be given in future.

7.8. It is the intention of the National Income Committee to submit its
final report by the end of 1951 or early in 1952. This report will contain
estimates for 1949-50 to be prepared generally on the -same lines as the
estimates for 1948-49. A broad indication has been given above of the
new statistical material expected to be collected by the end of 1951, Itis
unlikely that all or even most of this material will become available in time
for use in the ﬁpal report. Nevertheless, attempts will be made to improve
the estimates for 1948-49 and 1949-50 to the extent possible with the help
of such new information as may become available. It is, however, recog-
nised that whatever refinements might be introduced in the final report,
the estimates for 1948-49 and 1949-50 would still remain subject to large
revisions on the basis of fresh material which is likely to become available
in future,

7.9. During the recent meetings of the National Income Committee
in December 1950 and January 1951 preliminary consideration was given,
as desired in the terms of reference, to “measures for improving the quality
of the available data and for the collection of further essential statistics”
as well as to “ways and means of promoting research in the field of national
income.” It was decided to discuss these problems in greater detail before
making definite recommendations. The members of the Committee and
the foreign Advisers were, however, agreed about the importance of encour-
aging research in the field of national income in universitics and research
institutions which are speecially fitted to take up this work. Analysis,
historical studics, and current utilization of national income data in the.
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manifold fields of economic policy all are absolutely essential and can best be
undertaken by non-official research workers and institutions. They were
also agreed about the need of co-ordination in the field of statistics, and
the fmportance of giving continuing attention to the improvement of the
quality of the material which is being collected at present.,, They also de-
cided that fullest information relating to sources and actual methods of
calculation should be made available to all serious students of national
income. With this object in view, detailed technical information relating to
the estimates for 1948-49 is being given in the Appendis.

7.10. The National Income Committee hopes that by the time its final
report is submitted a sound foundation will have been laid for the develop-
ment of national income estimation in India. Improving the basic data
in respect of both aceuracy and coverage, and developing refined tools for
economic analysis will necessarily take a good deal of time. It is not pos-
sible for the Committee to provide all the information urgently required
for planning purposes or policy decisions. It would be foolish to encourage
false hopes. The wise policy would be to proceed steadily with the work
in hand with a firm convietion that difficulties, however great, will be
overcome by hard work, seriousness of purpose, and intellectual honesty.

P. C. MaHALANOBIS

Chairman
CV.K.R.V.Rao
Member
NEW DELHT ' - M. MUKHERJEE

15th April, 1957 Secretary

N.B.—Professor D. R. Gadgil, the other member of the N ational Income Committee,
agreed to the preliminary report being submitted to the Government of India with
the statement.that he participated in the proparation of the framework and the
synopsis but was not able to bo present at the time cf the final discussion of the repory
pwing to his absence from Indig; o S e



APPENDIX
NOTES AND SOURCES*

A.l. The general method of estimation adopted in this report has been
explained in chapter 4. This appendix gives supplementary technical notes
and sources of statistical data. References to paragraphs in chapter 4
and tables in chapters 4, 5 and 6 are given within brackets.

A.2.  Occupational distribution (para 4.7; Table 1). Working force esti-
mated? separately for twelve census subelasses?: I exploitation of animals
and vegetation, 1I exploitation of minerals, IIT industry, IV transport, V
trade, VI public force, VII public administration, VIIT professions and
liberal arts, IX persons living on their incomes, X domestie service, XI in-
sufficiently described occupations and XII unproductive.

A.3, Subclasses IX and XII dropped altogether as persons involved do
not belong to working force. For subclasses IL and VI more recent (and
reliable) estimates available from other sources.® Xstimates adopted in
these subeclasses larger than estimates based on 1941 data; increase suppo-
sed to come from outside the working lorce estimated on 1941 basis.

A.4. Subelass XTI consists of (i) manufacturers, businessmen and contrac-
tors otherwise unspecified, (ii) cashiers, accountants, book-keepers, clerks
and other employees in shops, (iii) mechanies otherwise unspecified, (1v)
lahourers and workmen otherwise unspecified and (v) means of livelihood
exists but is completely unspecified. Working force in (i) and (ii} distri-

* For abbreviations used in this Appendix, see A.117.

i Raw occupation data unsatisfoctory. Pioneering work on analysis of gainfully
occupied persons by V.K.R.V. Rao (National Income in British India: 1931-32 and An
Essay on India’s National Income: 1 925-29)and B.G. Ghato (Changes tn the Occupational
Distribution of the Population). In present context, in analysing occupation data by
provinces, wide difference noticed in percentage of occupied population between pro-
vinees for same year, and in same province for different yoars. For oxample, percontago
varies from 20 {Bengal) to 55 (Madras) in 1931. Figures for Bongal, Bombay, Madras
and U.P. for last three censuses cited below:

1921 1031 1941

Bengal 35 29 3¢
Bombay 45 30 47
Madras 48 85 36
U.P. 53 49 34

While overall totals give improssion of consistency, analysis indicates ojl:lu_)r wide intor-
provincial and temporal diversity in peonomie life or lack of uniformity in, intorprotution
of census oceupation questionnaire botweon provinces and over time. This lack of inner
consistency pertially invalidates any projection.

1 Qccupational distribution in Indian census reports given by four broad classes:
production of raw materials, proparation and supply of material substances, public admi-
njstration and liberal arts, and miscellaneous, nn_d by t,_\\'elve subelasses. Tach subelass
consists of a number of orders and each order split up into a number of suborders.

? Tor -subclnss IT date culled from Sta.‘,vist‘icnl Abstract (_SA) and adjusted for pr}dm‘-
coverage. IFor public force figures mlimbmg to  provineos taken from_ Ministry
of Coﬁj—lmerco cstimatos for 1948-49. For the romaining areas, on basis of 1_941,
occupational distribution. - : ' - STy
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buted between subclasses IIT and V in proportion to number of workers
in these groups; (iii) and (iv) all delegated to subclass III, and (v) distri-
buted over subelasses I, IT, 1L, IVand V in proportion to the mm_lber of
workers in these groups. Subelass I further includes one third of rice hus-
kers and pounders, flour millers, ete.; and ail butchers, butter, cheese qnd
ghee makers and gur makers taken out of subelass II1. This last allocation
necessary because agriculture and animal husbandry defined to_include
ancillary activities (like grain husking, rice pounding, ete. ); yet all people
in this subclass not in above occupation but in industries also (e.g. flour
milling, etc.) ' _ :

A.5. Washermen, barbers, and hairdressers and scavengers taken out of
subelass T1I to form a separate group ‘other services’ within subelass VILI;
workers in ordnance factories, mints, government printing presses,
telegraphs and government railway workshops all estimated from
data given in Indian Labour Year Book (ILYD) adjusted for absen-
teeism and salaried workers.! Ordnance factories go to subclass VI,
mints and presses to subclass VII and telegraphs and railway workshops
to subclass 1V. Subclass III, however, includes film actors taken out of
subclass VIII, and bee keepers, silk growers and lac cultivators taken out
of subclass I.  Subelass VII includes 1 p.c. of lawyers, 5 p.c. of doctors, etc.,
367,000 teachers, and 10 p.c. of scavengers, first four being taken out of
subclass VITI and last from subclass III. Number of teachers in govern-
ment employment obtained from official sources. Allpcation in other
cases arbitrary to allow for counting of some government employed
professional people in ‘Professions’.

A.6. Working force in subclass IIT split up between factories and small
enterprises as follows. Employment in 2j and 5 (1) factories® taken from
ILYDb adjusted as described above (see footnote 4) and taken out of
estimated total in subclass III to give working force in small enterprises.
As individual census suborder {92 in number) used for purpose of estima-
tion, work involved meshing of census classification .with classification
adopted in ILYh.

A.7. Working force in small enterprises next split up into seven indus-
trial groups: textiles; hides, skins and leather; building, stone and
ceramics; metals and minerals; chemicals and dyeing; food, drink and
tobacco; and miscellaneous. Each category then divided into purely
cottage type, intermediate type and almost certainly of factory type
industries by examining the 92 census suborders. This division necessary
for purpose of estimation and should be regarded as approximate.
Census subclass V also analysed by census orders for estimation purposes.

A.8, Agriculture (para 4.9; Table 2). The following table® gives an indi-
cation of the approximate coverage of different types of estimates for

4 Employment figure given in Census of Manufactures {CM) or TLYb not comparable
with number of gainfully occupied obtained from census. Figures of absenteeism
culled from ILYb, and factory employment inflated for absenteeism in each industry.
Similarly for salaried worlkers, ratio ealeulated from CM and applied to ILYb adjusted
employment figure to get a figure comparable with number of gainfully occupied.

b See footnotes 78 and 80.

. 6 Similar i_malysis f(‘)r 1948-49 not possible as district-wiso statistics of land utiliza-
tion (unpublished Agit) aro not available for lator than 1947-48,
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major (forecast) crops, for 1946-47. Columns 2
final forecasts; column 4 indicates convention
plies definite information in negative sense
reporting area in respect of the crop.

and 3 ave covered by revised
al estimates; column 5 im-
, and column 6 indicates the non-

TABLE 15: PERCENTAGE COVERAGE OF OFFICTAL ACREAGE STATISTICS,
¢ INDIAN UNION: 1946-47

(Total ares 1,220,011 sq. miles. Figures in tho tabie are Percontages of total area)

area covered by
s

» ~  ne no

crop forecasts later earlier erop report total

reports year

(1) @) (3) ) (5) () @
rice 68.0 4.4 8.9 —_ 18.7 100
wheatb - 64.5 0.2 14.4 5.0 15.9 100
barley 54.4 0.1 16.1 7.1 22.3 100
jowar 72.6 — 2.5 4.3 20.6 100
bajra 72.9 0.2 2.2 4.3 20.4 100
maize . 73.1 0.7 4.2 4.3 17.7 100
ragi 61.5 — 3.8 9.8 24.9 100
aram 67.7 0.1 12.3 —_ 19.9 100
ts’ugm‘cs!,ne 65.9 2.1 13.8 0.1 18.1 100
groundnut 53.0 3.4 8.5 12.3 22.8 100
sesamum 59.2 5.1 . 16.3 0.1 10.3 100
rape & mustard 52.9 4.2 21.6 1.4 123.9 100
castor 55.7 —- 13.5 5.8 29.0 100
linseed 49.0 4.7 23.4 0.9 22,0 100
cotton 7.6 0.6 4.4 G.1 17.3 . 100
jute 15.2 — 8.1 51.4 24.9 100

A9, (paras’4.9 and 4.10). Value of agricultural output is 1_)ui1t up for
each crop for each State {class A, B and C). Gross crop outturn is estimated
as follows. Estimates of area under all ‘for_ecast’ crops 1_-ece1\-‘egl from Minis-
try of Agriculture, Directorate of Economics & Statisties (DESAg).? OQut-
turn estimates for rice and wheat for class A Statgs taken from random
crop-cutting surveys conducted by ICAR® and ISL? A§ gcogruph@ﬂ
coverage of ICAR experiments not complete for a few States, .ILAR esti-
mates of average (provincial) yield per acre is applied to balance of ti@se
areas. Similar procedure for States newly merged with ﬂass A ’btalcs.
For rice and wheat in class B and C States and for all other forecast’ crops
except cotton (for the entire Indian Umonv)‘,\avallnble official estimates of
outturn utilized.1® Estimates :.nade by D]LbAg _for clﬂluttum of foodgrains
only, for part of the non reporting area, also utilized.

7 DESAg: Agricultural Situation in Indie (ASI). o
8 Indian Council of Agricultural Research (ICAR) Sample Surveys Jor the Bstimation
of Yield of Foed Crops, May 1950. ' i ,
f9 Indi&{; Statistical Institute, Caleubta (IST) (Estimates for W c»_)st Boengal only}. For
West Bengal, acroage statistics also based on IST random surveys.
gal,

10 AST, Vols. IV and V. Revised final forecast figures.

11 Latest estimatos recoived from DESAg. Some conventional estimates available
in tho Indian Food Statistics, 1049.
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A.10. For cotton, since official figures are known to be incorrect, trade
estimates of cotton outturn based on post-mortem examination of cotton
consumption, made use of. As trade estimates by the two accepted
formulae!? divergent, a simple mean of the two estimates adopted.
Estimates of cotton outturn are allocated to different States (for pur-

oses of valuation) on basis of ratio of cotton outturn in States as given
by offictal forecast figures. For arhar, masur, urd, moong,*moth, chillies,
eardamom, banana, citrus fruits, grapes and cashew nuts, estimates of
area and outturn are taken from published and unpublished Marketing
Reports (MRs) prepared by the Directorate of Marketing and Inspection
(DMI).2®  Estimates of area and outturn of small millets, coconut, potato,
pepper, ginger, tea, coffee, rubber, indigo and sann hemp received from
DESAg? Estimate of outturn of other sugars derived [rom MR on sugar
after adjusting for Indian Union area. Production figures for opium
estimated from information furnished by Narcotics Adviser.! Outturn
of cotton seed estimated on basis of outturn of raw cotton, assigning a ratio
of 2:1 between seed and Fcotton (information supplied by DESAg).
Outturn of rice husk and bran is estimated as 25.8 and 7.5 p.c. of paddy
outturn respectively.’® Of rice husk, 25 p.c. is assumed to be wasted or not
collected at all; for bran, wastage is assumed at 5 p.c. Outturn of straw
estimated for different food crops on basis of information on ratio of straw
to grain for different crops, supplied by Director, Indian Agricultural
Research Institute (TARI), and Principal, Government Agricultural College
Kanpur (GAC). 25 p.c. of straw assumed to be wasted or not collee-
ted at all. Of the balance, 90 p.c. used as livestock feed and 10 p.c. for
thatehing of rural houses. ¥or grass, Burns’ estimates of dry grass out-
turn for British Indial? adjusted for green grass outturn in Indian
Union. Only 5 p.c. of grass outturn is assumed to have any matket
value, the balance being supposed to be a free gift of nature.

A.11. Valuation of above crops is made on the {following lines. Gutturn
of each crop for each State cvaluated at median provineial/State harvest

12 Formula 1: not exports of all cotton by all routes4-mill consumption of cotton+esti-
mated village consumption+inerease in stocks.

Formula 2: cobton pressed +-looso (unpressed) cotton received at spinning mills-+-net
exports of loose cotton by all routes estimated village consumption of loose cotton
mclqdmg‘ kapas.  Village consumption has been estimated at 450,000 bales annually.
(Indian Central Cotfon Committee: Repori on Nine Enguiries into Villugs or Eatra
Jactory Consumption of Cotion in Indig, 1938, p.37). Estimate conventional.

13 Agricultural Marketing Adviser to tho Government of India, Ministry of Agri-
culture, Directorate of Marketing and Inspection (DMI). ) IS &

14 DESAg, unpublished brochure: Estimates of Area and Yield of some Non-forecast
crops.

15 Returns secured from provincial and district authorities by courtesy of the Nar-
coties Adviser to the Government of India, Simld. .

16 Official conversion ratio (DESAg) 66,7 p.c. Unpublished MR on rice gives esti-
matfed (probable) conversion ratio as follows: rice 71 p.c., bran 6.5 p.c., husk 22.5 p.c.
(werghted uv‘er‘a-ge of h!lnc_l-poun(led and machine millel varieties). On advice of Rice
Adviser to Ministry of Agriculture (post recently abolished) and DESAg, 66.7p.c. accepted
as Pro;xmate. conversion ratio. Hence, balance of 33.3 p.c. must be husk and bran.
Adjusting rabios given by MR, husk and bran estimated at 25.8 p.c. and 7.5 p.c. of
paddy out-turn.

17 Ministry of Agriculture: Burns’ Report on the Technological Possibilities of Agri-
cultural Development in India, 1944, p.117. g ies of 4o
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price.  Where number of available quotations small, mean harvest
price utilised. Experimental work for a few States has shown median
to be better suited than simple mean. R. C. Desail® finds that the use
of median in place of weighted mean leads on an average to a 3 p.c. over-

estimation of the value of product. Experimental work on this point
gives the following results:—
£ d

TABLE 16: PERCENTAGE OVER OR UNDER-VALUATION BY USE OF
DIFFERENT (PRICE) AVERAGES

value of product, by use of

weighted mean median
mean

Utar Pradesh (1948-49)

rice 100.0 102.3 101.7
wheat 100.0 102.1 100.4
jowar 100.0 101.0 104.3
bajra 100.0 100.3 100.7
gram - 100.0 103.4 99.3
barley 100.0 96.1 7.9
maize 100.0 103.6 103.6
Hyderabad (1948.49)
gram 100.0 100.0 99.6
other foodgrains 100.9 98.3 97.8
groundnut : 100.0 97.7 98.9
Madras (1946-47)
. paddy 100.0 103.8 100.6
ragi 100.0 102.5 98.4
. M.P, & Berar (1946-47)
gram 1006.0 103.3 101.2

The above figures indicate percentage over or under-estimation involved in
the use of mean or median value, for a few crops in a few States, where
available number of quotations (district-wise) is sufficiently large. Al-
though no idea can be Tormed about percentage over or under-estimation
without an idea of total quantities involved, a straight average of values
obtained by use of mean and median gives a percentage over-estimation of
1.1 and 0.8 respectively. . No correction factor has been applied to allow
for this because (i) above results are not sufficiently geireralized, and (ii)
the price data available are so inadequate that any corrections of above
type can only be of theoretical interest.

A.12. Use of weighted average is not possible except [or a few States
since price quotations are not available for all crops by districts for all
States, only choice being use of provineial or State average, or division of
‘province into regions on basis of available price quotations. Latter pro-
cedure eschewed here as being largely subjeetive in vespect of border dis-
triets.

18 R. C. Desai, ‘Consumer Expendituro in India, 1931-32—1940-41°, Journal of the
Royal Statistical Society, 1948.

8
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A.13.° Where harvest prices are not available, average of two months
wholesale prices (during harvest time) as given in provincial gazettes,
ete., utilized. In a few limited cases, average annual wholesale prices
utilized.’ Experimental work on price differentials has shown that error
arising out of use of two months averages of wholesale prices (during harvest
time) is negligible. In U.P., for wheat, harvest prices in 1 948-49 and two
months wholesale prices for 47 districts show a mean difference of
(—)0.611 rupees per maund, with a standard error of 2.194. Likely error
due to use of annual wholesale prices not significant.?® In such. cases,
annual prices preferred to prices applying for other areas. Where no
price data available, prices in contiguous areas made use of.#

A.14. Approximately 6 p.c. of foodgrains outturn procured?? by govern-
ment at lower prices, and these (procured quantities) ought to be valued at
procurement prices. In order to simplify estimation and to allow for pro-
curement value, overall deduction made in final estimate. (Difference
between State average value per maund and State procurement price per
maund multiplied by quantities procured in State, deducted from gross
value of product®}. For straw, price estimated at Rs. 2 per maund,
and for grass 12 annas per maund, on basis of information received from
IARI and other sources.®® For rice bran, Caleutta wholesale price,
deflated by 20 p.c. for lower prices in rural areas, has been utilized. For
rice husk, price taken at 8 annas per maund arbitrarily.?

A.15. Since prices in all cases—even harvest prices—are market
prices of crops after husking, ecleaning and similar processing for mar-
ket, value of agricultural output has been defined to include these

19 Sources of price date : Indian Agriculivral Price Statistics, ASI, Statemeni of
Agricultural Prices, Wholesale Prices of Foodgrains (all prepared by DESAg), Tad
Gud Khabar, Calcuta Prices Current and Money Market Report, provincial gazet-
tes, various trade journals, and unpublished price data collected by the Ministry of
Commerce for revision of all-India wholesale price index. Relative importance of
different types of prices and methods of valuation used iz as follows: procurement
prices 2 p.e., harvest or producers’ prices 47 p.c., two months wholesals price 5.6 p.c.,
annual average wholesale price 8 p.c., prices (harvest) in contiguous areas 8.5 p.c.,
other sources 15.6 p.c., value per acre estimates 13.3 p.c.

20 Sinco extent of valuation by annual wholesale prices only 8 p.c. of total gross value
of output {seo above, foctnote 19), even a {maximum) error of 1 p.c. due to use of such
prices would lead to an overall error of 0.1 p.c. in the estimate.

- 21 This was consicdered preferable to the use of all India average.

~ 22 Quantities procured: rice 9.8 p.e. of gross outturn (1947-48 kharif erop procurement,

later figures not being available), wheat 1.4 p.c. of gross outturn (1948-49 rabi crop);
all food grains and gram taker together 5.7 p.c. of gross cutturn (1947-48 for Fkharif
and 1948.49 for rabi crops). . . '

23 Total deduction on account of procured quantities Rs.23 erores.

24 GAC, various research dissertations, ete. On hasis of quantity and value
of straw per acre, supplied by IARI and GAC, price of straw may he estima-
ted. Green grass prices at Kanpur Re.l/- per maund. Deflating by 20 p.c. to allow
for lower average prices for enfire country, prico is roughly 12.75 annas. Taken at
round Sgure of 12 annas per maund. (One rupee=16 arnas).

25 Rice husk is not generally fed to animals (except donkeys and other inferior ani-
mals). Hence, a lower price has arbitrarily been taken for rice husk.
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ancillary activities?s including marketing services performed by cultivator.
Not possible to separately evaluate value of crops or services utilized in

erop production, and value of these ancillary activities which prepare
crop for market.

A.16. Where statistics of crop outturn not available. value of output
derived from acreage returns, on basis of estimated value of output per
acre. Area estimates taken from unpublished Agricullural Statistics
(AgSt) for 1947-48 prepared by DESAg,?" no statistics being available for
later years. For crops for which value per acre estimates are nccessary,
these acreage figures taken as the controlling data. Value of output
per acre of different crops estimated as follows:

Other foodgrains and pulses—where foodgrains only. simple average valus
per acre of all foodgrains except rice and wheat. Where foodgrains aud
pulses, average value per acre of all foodgrains and pulses except rice,
wheat and gram. Latter excluded because their average value per acre

in general is much higher than other foodgrains, and because coverage
of these erops is more or less complete.

Other pulses—Mean value per acre of all pulses for which direct estimates
of outturn and value possible.?

Other oilseeds—Value per acre of castorseed (which has the lowest value
per acre, among all known oilseeds). Average of all oilseeds not used here
because ‘other oilseeds’ consist of safflower, niger seed, ete., which are
inferior to highly priced.oilseeds like rape and mustard and groundnut.

Other drugs and narcotics—Value per acre of opium.
Other dyes—Value per acre of indigo.
Other fibres—Value per acre of sann hemp.

Other condiments and spices—Average value per acre of condiments and
spices for which direct estimates of value available, and for which per acre
value estimated from ICAR cost of cultivation reports.? Works out at
Rs. 533 per acre. )

Other fruits and vegetables—Estimated at Rs. 800 per acre, on basis of
value per acre of fruits and vegetables for which direct estimates of
‘value available.®

26 The most important of these operations is hand pounding of rice. As the prices
used aro harvest prices of cleaned rice, all cottage industry workers in this and similar
occupations have been treated as occupied in agriculture.

27 Estimates conventional, (i.e. relating to carlier veoars), for following arteas: aroa
merged with Bombay—Aundh, Mundhal, Sachin and Kolhapur (1946-47), ‘Dhm‘nmpur
and Ramdurg, (1945-46), Miraj-Sonior {1944-45); for Jummu and K_ushmu' (1942-43);
for Rajasthon (1946-47) estimates available for Marwar, Bikaner, Bundi, Alwar, Bharat-

ur, Dholpur, Jaipur, Thalawar, Kotah, Kisangarh and Topk: for vam\_core-Cm*hm
(1946-47); for Madhya Bharat estimates available for Gwalior, Indors, Ru‘]gnrh‘__ Nar.
simgarh and Barwani only; for Saurashtra, estimato for Bhavanagar only; for Vindhya
Pradesh, estimates for Orehha and Nagod only.

28 Mean value per acre of arhar, mung, masur, urd and moth.

9) Fstimates of value per ncre for pepper (Rs.883), ginger (Rs.515); cardamom
{Rs.213), chillies (Rs.539)., For turmeric (Rs.515) value per acre ostimated _b_\"‘d(‘l‘l-
ving average por acre output as given in ICAR cost of eultivation reports (1925-36) and
ovaluating at current prices. Simplo averagoe Rs.533 per acre.

30 Tstimates of valuo per acre for bananas (Rs.1971), citrus fruits {Rs.889), grapes
{Ra.3043), potatoes (Rs.1003), cashew-nuts (Rs.157); simple average Rs.1553, scaled
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Fodder crops—Estimated at Rs.53 per acre, on basis of value per acre
of small millets (grain and straw).

Miscellaneous food crops Estimated at Rs.40 per acre,.oll hasis
Miscellaneous non-food cropsj of findings of various enquiries.®!

A.17. (para 4.11). Net value of agriculture is derived by making the
following overall deductions {rom gross value of output as.obtained above.

A8, Seed and wastage: Taken from different MRs and G. Watt: Dic-
tionary of Economic Products in India. For crops for which no informa-
tion is available in above sources, average of seed requirement and waslage
for similar crops. Thus seed requirement for ‘other foodgrains’ is taken
at average seed requirement for rice, wheat, jowar, bajra, maize, barley, ragi
and small millets; for ‘other pulses’ on basis of seed requirement for gram,
arhar, mung, masur, urd and moth; for ‘other oilseeds’, on hasis ol seed
requirement for linseed, rape and mustard, groundnut, sesamum, and castor
seed.  Seed for fodder crops: Rs. 4.96 per acre on basis of findings of re-
search dissertations; for opium Rs.3 per acre on similar basis. For
coconut, other sugars, tobacco, indigo, other dyes, bananas, citrus fruits,
grapes, cashew nuts, other fruits and vegetables, and miscellaneous food
and non-food crops, seed requirement is negligible or not separetely avail-
able and estimated together with wastage. For fruits and vegetables,
wastage assumed at 10 p.c. of gross output; for condiments and spices and
cotton seed, at 5 p.c.; for miscellaneous crops, wastage has been taken at
2 p.c. For tea, coffec and rubber, all deductions as below, under market
charges. Total deduction for seed and wastage, Rs.318 crores.

A.19. Market charges: Since prices adopted for valuation purposes are
in a sense market prices, certain ‘market charges’ —not marketing expen-
ses— have to be deducted. Figures of octroi receipts of municipalities taken
from Statistical Abstract (SA), 1949. = As coverage of SA is-not complete,
total octroi estimated on basis of ratio of urban population covered., As
o breakdowns of octroi receipts available, it is assumed that 50 p.c. of
octroi receipts are on agricultural products.  On this basis total deduction
works out at Rs. 2.6 crores, For tea, coffee and rubber, marketing expenses
have to be deducted as these services are not performed by producer;

down and fixed arbitrarily at Rs.800 per acre. Without grapes (which has a very high
value), average ?vorks out at Rs.1005 per acre. Value of bananas, citrus fraits, potatoes
(being commereial crops) likely to be higher than average.

31 Some important sources in this and other connections may be mentioned here.
W. Roberts: .Text Book of Punjab Agriculiure, 1947, Board of Economic Inquiry
Punjab: Family Budgets, 1948-49, of RKighteen Cultivators in the Punjab, 1950; Board
of Economic Inguiry, Bast Punjab: Farm dccounts in the Hast Punjab 1945-4G to 1947-
48, 1949; various other farm accounts and publications of the Punjab Board of Teo-
nomic | Inquiry; D.R.Gadpil: 4 Survey of Wai Taluka, 1938; a number of research dis-
sertations and field enquiries, of which the following may be mentioned: G. D, Agarwal:
Agricultural Credit Problem in Indic (Agra University, 1949); C.P. Shastri: An
Enguiry inio the Costs and Returns of Government Farms, Privale Farms ond Cultiva-
tors® Holdings in the district of Meerut (Agra Univ., 1950); D. 8. Chovhan: Rural
Economy of India (Agra Univ., 1947); results from various other research dissertations
tabulated for the NIU by D.S. Chauhan, and most important of all, data tabulated
jn NIU from ICATR: cost of cultivation reports for cotton and sugarcane growing tracts

in India, 1033-30;



First Report : April 1951 61

deduction of 15 p.c., 7 p.c. and 5 p.c. respectively made on basis of company
balance sheet analysis.® Estimated expenses work out at Rs. 11.7
crores for tea, coffee and rubber. These may be taken to include all de-
ductions relevant for these crops. For opium, etc., no market charges,
as valuation is made net of royalty paid by cultivator to government, and
the produce is collected from farm at price fixed by statute. Fodder crops
assumed not tQ be marketed at all. ~ Similarly, for rice husk and bran,
straw and grass, no deductions on account of market charges.

A.20. Land revenue and irrigation dues paid to government, taken
over from estimate of land revenue collections and irrigation receipts of
all governments.? Works out at Rs. 42.2 and 10.9 crores respectively.

A.21. Manure : Cowdung manure taken over from estimates in animal
husbandry sector, For fertilizers, ete., estimates of production and
imports of all fertilizers during 1948-49, supplied by Agriculture Division
of National Planning Commission. Valued at wholesale prices at Calcutta,
and marked up by 15 p.c. to allow for trade margin. Works out at Rs.8.4
crores. For other manure, 25 p.c. of sann hemp crop, after deduction of
seed and wastage, assumed to be ploughed in for manure. Other green
manure has been ignored for lack of information. For bone manure,
estimate of production net of exports taken from animal husbandry
sector. Total deduction for manure checked up and found to be in
reasonable agreement with estimated expenditure on manure derived
from various rescarch dissertations and field surveys. Works out at
Rs. 52.8 crores. ,

A.22. Other costs on materials and miscellaneous expenses: Estimate
of materials for fenecing, etc., kerosene oil for crop watching at night, rope
and miscellaneous aceessories, implements, ete., taken from various farm
costing accounts and field surveys for different years.®  After adjusting for
price change, per acre costs applied to total cultivated avea. Works out
at Rs.42.9 crores.

A.23. Repairs and depreciation.-of farm implements, ete.: Fstimate
derived from research dissertations, results of feld studies, and numerous
other sources. Average value of farm implements for more than a hundred
holdings in U.P. tabulated on basis of size of holdings. Average value of
implements per acre of cultivated land derived on basis of weights
(distribution of holdings by size) given by Zamindari Abolition. Com-
mittee Report,® Average value of all implements thus estimated at
Rs. 21.96 per acre, or roughly Rs. 22 per acre. Total value of all
implements in entire country for 245 million acres of nct cultivated

32 Joint Stock Companies’ balance sheots and profit and loss accounts as analysed by
the Dept. of Research and Statistics, Reserve Bank of Indin (RBI). Results for 1947,
made available by RBI.

33 Dorived from government budget accounts. These deductions necessary becauso
land revenue and irrigation dues are considerod here as indiroct taxes. If former be
considored a direct tax on capital, Rs. 42.2 crores may be added to the net value of
agriculture.

34 In particular, D. R. Gadgil: A Survcy of Wai Taluka, W. Roberts: Text_Book of
Punjab Agriculture, and various farm accounts published by the Punjab Board of
Fconomic Inquiry.

35 U.P. Zamindari Abelition Conunitice Report, 1948, Vol. 1T,
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area® is thus estimated at Rs. 539 crores. On above basis, westimated
annual repair and depreciation (at 20 p.c.) works out at Rs. 107.8 crores.

A.24. Above result may be an over-estimate in view of comparatively
greater rural prosperity in Uttar Pradesh. D.R. Gadgil (4 Swvey of Wai
Taluka) gives Rs. 10.6 as average depreciation of all- farm implements and
Rs.7 as repairs of all kinds for farm buildings, irrigation tanks. and wells,
etc., and all implements used in agriculture, in Poona, pes cultivated arca
of 12.5 acres in 1937-38. 50 p.c. of ahove overall repair expenditure
assumed here (arhitrarily) to apply for implements only. Adjusting
Gadgil’s estimate for price changes (All India Wholesale Index), and
estimating for total cultivated area, total repair expenditure and
depreciation of implements works out at roughly Rs. 105.4 crores,
Closeness of above two estimates purely coincidental and does .not
necessarily imply accuracy of estimate adopted. Straight average of
above two estimates taken as repair expenditure and depreciation of all
farm implements in Indian Union in 1948-49.

A.25. Above results checked up on basis of total number of wooden
and iron ploughs in India,3 their average price, expected life and annual
repatr costs, and estimated life and value of all other implements.® Re-
pairs and depreciation of only ploughs work out at roughly Rs. 21 crores.
Value of all other implements roughly three times the value of ploughs
{Punjab Board of Economic Inquiry: various farm studies and farm
accounts; W. Roberts: Texl-Book of Punjab Agriculture, ete.). Total ve-
pairs and depreciation thus work out at roughly Rs. 84 crores, All above
caleulations extremely rough, and estimate of depreciation necessarily
subject to unknown error, since availabie data valid only for localised
areas. Former of above estimates, namely Rs. 106.6 crores, accepted since
(i) the U.P. survey relates to 1948-49, and (i) the Poona survey, adjusted
for price changes, gives fairly consistent results. Present estimate subject
to error, not only in respect of error in estimate but also, in divergence
between actual and theoretical depreciation.

A.26. Repairs and depreciation of carts and sugarcane crushers, esti-
mated on basis of number of carts as given in I ivestock Census (LC) for
1945, adjusted for Indian Union area. Sugarcane crushers assumed to
have been included among farm implements. Average life and price of
rural carts taken from results of field studies. Average price of a (farm)
cart estimated at Rs. 200 with an annual repair expenditure and deprecia-
tion of 10 p.c. Total deduction on this count Rs. 23.0 crores. Depreciation
of equipment in tea, coffee and rubber plantations taken over from RRI
company balance sheet analysis for 1947. Ratios of depreciation to sale
value of product, applied to gross value in these sectors. Depreciation
of tea, coflec and rubber factories thus estimated at Rs. 4 crores.

4.27.  Maintenance of private irrigation works: Eistimate of arca irrigated
by government canals, private canals, tanks, wells and other sources avail-

38 Agricultural Statistics, Indian Union, 1947.48. Unpublished data recsived from
DESAg.

87 Livestock Census (LC), 1945. Tstimate adjusted for presont Indian Union area,
but no projection made and 1945 estimates takon over for 1048-49, :

38 W. Roberts: Text-book of Punjub Agriculture; Buljit Singh: Whither Agriculiure in
India, etc. See also, footnote 31. )
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ame.  Expenditure on maintenance of government eanal irrigation works
culled from badget sceounts for 194849, Assumed that maintenance
costs of private irrigation works is proportionately half of government
irrigation maintenance costs, In latfer, certain current cost items, e.g.
for supply of water, are also mcluded. On above basis, maintenance”
costs for area iryigated by private irrigation, Rs. 4.6 croves. ‘
A.28. Deduction for rice milling: Sinee rice is valued at cleaned rice
prices, net valuc added by rice mills (as estimated in factory establish-
mients sector) deducted from value of rice in agriculture sector. Hand-
pounding of rice, ete., defined as an ancillary aetivity to agriculture, and
hence included in this sector.  Deduction for rice milling, Rs. 2.3 crores,

A.29. Feed of livestock required on farm taken from estimates in the
animal husbandry sector, Works out at Rs. 279 crores.

A.80.  Net value of agriculture derived by making ahove deductions from
gross value of agrieultural output. Net product of government productive
irrigation—wuges and salaries paid by government in respect of current
and capital expenditure on and surplus of productive irrigation works—
added to net value of agriculture.. This procedure is necessitated by
separation of all government enterprises from government administration
and re-allocation of net product of each government enterprise among
relevant (industrial) sectors. Net value of productive irrigation thus.
added to agriculture, Rs. 28 crores.

A.81. Istimate as derived above relates to approximately 75 p.c. of
Tndian Union area (Source: DESAp). Area not reporting for AgSt is
roughly 29 p.c. of total area. OF this, a part is covered by forecasts (crop
forecasts as given in Esthmates of drew and Yield are not identieally
related to arca reported for land utilisation in AgSt) and a part by con-
ventional estimates of outturn of foodgrains only, in respeet of part of
non-reporting areas, OF balance of AgSt area not covered by farceasts
part 18 aceounted for by use of conventional estimates; roughly 25 p.e.
of Indian Union aves remains completely non-reporting from poiut of
view of national income estimation.

A.32. ¥or the non-reporting area relevant for our purpose following
estimate made. DESAg estimates for non-reporting areas based oun esti-
mates prepaved in 1946 by V.K.R.V. Rao.® Additional area covered by
special survey 49.8 p.c.of area then covered by AgSt; additional outturn es-
tunated at 8.3 p.e. (for six foodgrains) of the then officially estimated out-
turn, On above basis, for increase in coverage of area by 23 p.e. additional
outturn ought to be roughly 4 p.c. of existing estimntes. Bat as coverage
of statistics progressively increases newly covered avcas likely to be inereas-
ingly more intractable and barren. Hence, likely increase in oubturn hy
increased coverage estimated at % p.c. No reasou why above inerease should
be restricted to Ioodgrains only; in fact, inadequacy of covevage more im-
portant for non-food crops. Hence, net value of agriculture arbitrarily

mereased by 2 p.e. to cover non-reporting aress. As above procedure
" arbitrary, estimates made in respect of net rather than gross wvalue.
Ne ndjtistmcnt, therefore, necessary except in estimate of net output of
ngriculture. : : :

0 Food Statistics of India, 1946, p.06. Estimate for 1042.43,
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A.33. (para 4.12). Latest data in respect of animal husbandry?® relate
to 194541 Coverage of the census complete for class A States, and areas
missed in class B and C States are negligible in importance. No informa-
tion, however, is available in respect of rcliability of census for States
covered. Coverage of ouput statistics for morc important products is
supposed to be complete, 1.c., adjusted for lack of coverage, but no statis-
tically sound data on yield rates are available for estiflating popula-
tion values. Price data are meagre and not available for all centres
for which outturn figures arc available. Prices mostly relate to urban
centres and cannot be applied to rural areas without adjustment.
Available statistical material is incomplete for estimation of net value of
livestock sector and estimate presented is partly conjectural. Need for
revision when NSS and 1951 LC material become available.?

A.34. Population trends for various animals have been examined on
basis of quinquennial livestock censuses and curve fitting tried for esti-
mation of 1048-49 population. Coverage of different censuses is not
strictly comparable and adjustment made for comparable area. Trends
have been observed over 1920-45. For example, y=111.97145.177x
—1.860x2 (y==population, x=time) gave good fit to cow population.
On above basis estimated cow population for 1948-49 is only 3 p.c.
below 1945 population.#® For other important animals changes are even
smaller. Population projection is valid only when error due to projec-
tion may be assumed to be smaller than error arising out of accepting 1945
population for 1948-49, This assumption is considered not tenable and
1945 population is used for 1948-49 as controlling total for estimation of
value of livestock products.

40 Animal husbandry sector defined as composed of following :—

(i) milk and milk products—fluid milk, ghee, lassi, dahi, butter, other products (ice

cream, cream, chhana, casein, khoa and khurchan);

(ii) meuat—heef, buffalo meat, goat meat, mutton, pork, poultry; *

(ii1) other edible—eggs;

{iv) hides and skins— eattle hides, buffalo hides, goat skins and sheep skins;

(v) miscellancous— bone, horn, ivory, tip, blood, wool and dung (as fuel and manure
and other uses).

Note that game not included in group (ii) and bristle, feather, fur and hair left
out in (v). Following services also considered for netting: cultivation, rural and urban
carting, as pack animals, for oil crushing, and fertilising services of sheep and
goat. For comparable lists, sce Shah and Khambata: Wealth and Taxable Capacity
of India (1924) and Rao: National Income of British India: 1931-32 (1940).

41 Statistical material on livestock population used: Livesiock Census (1.C) 1919-20
(non-simultaneous, coverage of states 29 p.c.); 1924.25 (non-simultaneous, coverage of
states 38 p.c.); 1930 (simultaneous, coverage of states 50 p.c.); 1935 (simultaneous,
Bengal, Bihar and Orissa did not prticipate. Coverage of states 66 p.c.); 1940 (simul-
taneous, U.P. and Orissu did not participate, coverage of states 79 p.c.); 1945 (cove-
rage of states 92 p.c. but increase mainly due to inclusion of Baluchistan states which
go to Pakistan). Census data relate to pre-partition India.

Livestock Statistics (LS) prepared by DESAg, giving estimates for Indian Union area for
1940 and 1945.

Report of the Caitle Preservation and Development Commiltiee, 1948. P 4
lation by Lall. ’ aper on cattle popu- .
42 Neoxt LC to be held in May 1951,

43 Evidence of fell available not only from fitted trends but alio f . .
received from different authorities (e.z. Secretary, Provincial Fedéméggl Olfngarlr;ifgloan
of Kutch; Bihar Provincial Goshala Pinjrapole Federation; etc.) in reply to p 8
paire sent out by NJU. ply question-
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A.35. . Close examination ol data for different provinces and states
eveals wide fluctuation over different censal years. This is presumably
lue to varying coverage even within individual States. No information
s available on degree of coverage and hence no adjustment is possible for

nadequacy of returns.  Physical quantity of production of different types
of product estimated as follows.

A.36. Total ,outturn of milk taken from MR on milk# (based on 1945
LC). Krror resulting from fall in cow population likely to be partly offset
by inerease in efficicney of cows as a result of elimination of animals at
margin. Quantity of milk production consumed fluid (36.15 p.c.) taken
from MR on milk. Urban production of milk estimated at 70 p.c. of urban
milk consumption (MR on milk); latter is derived from per capita urban
milk consumption (MR) and estimated urban population in 1948-49 (346
lakhs). _Production of ghee, dahi, and butter is estimated by applying
appropriate conversion factors to total quantity of milk utilised for prepa- -

ration of these products.”® Outturn of lassi and other milk products not
directly esthmated.

A.87. For meat, estimate of outturn based on.information on slaughter
and yield of meat per animal supplied by DMI from unpublished MR on
meat. KEstimates made separately for beef, buffalo meat, goat meat,
mutton and pork. Data for poultry {fowl and duck) population?® for 1945
available in Livestock Statistics (LS). Data given in LS preferred to data
in MR on eggs. Annual availability of ducks, hens, chicken and duck-
lings, for consumption as meat, and annual net supply of eggs is estima-
ted™ on basis of information on laying of eggs for hens and ducks (MR
on eggs, and Burns, op. cit.), percentage of eggs lost and hatched, and
percentage of survivals (MR on eggs).® For geese, turkeys and guinea
fowl similar procedure is applied for estimating number of adult and
young birds consumed.

A.38. Forother livestock products, following procedure adopted. For
hides and skins, MR on hides (1943) and MR on skins (1943), and unpub-

44 Independent application of overall milk yield rato gives slightly different figure.
Probably overall rate an average of unveleased State rates.

45 Source: Marketing Report (MR) on milk, eorroborated partially by replies to
NIU questionnaire. Existonce of approximate identity between value of milk consumed
fuid and value of product prepared out of tho same quantity of milk leads to very little
alteration in total net value even when convorsion factors are considerably wide off
mark.

46 L.C data adopted in preference to MR on eggs data on advice of experts in DMI.,
MR data based on sample encuiries but not on strietly random basis, henco unreliable.
Adopted results approximately tally with preliminary findings of National Samplo Survey
(NS8).

47 Estimate conventional not only for totel poultry population, but also for rate of
laying, and this for annual supply. :

48 Applying Burns estimato of rate of egg laying to LCestimate of duck and han popu-
lation, annual egg production estimated at 11898 lakhs. Adjusting for eggs lost before
collection (MR), eggs available 11595 lakhs. 2080 Inkhs retained for hatching (MR
ratios); 66 p.c. of eggs hatched produce chickon; 50 p.c. of chicken survive. Thus, roughly
7 crores of chicken survive annually. Total adult hen and duck pOpuh\t!On 205 lal;h.a:.
50 p.c. of latter assumed to be slaughtered annually, and poultry poputation to be just
roplaced every year. Honco mumber consumed for meat annually, 148 lakhs of adult
fowl and 338 lakhs of chicken.
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lished data on hides supplied by DMI utilised for estimating outturh.
Data on outturn of skins relate to 1935, and adjusted for 1948-49 by ratio
of number of animals in 1945 to number in 1935. Unpublished data on
outturn of hides relate to current period. Production of wool in 1940
is taken from data supplied by DMI and unadjusted figure used for 1948-49
in view of absence of any trend in sheep population. Estimate of dung
production is obtained by taking 20 Ibs, 80 Ibs and 10 Ibs 45 evacuation per
day per adult cattle, adult buflalo, and young stock respectively.t” Out
of total production, 20 p.c. is assumed to be wasted or not collected at
all. Of balance, 50 p.c. is taken as fuel, 45 p.c. as manure and 5 p.c.
for other uses.’® Loss of weight in the process of conversion of dung
into economically useful products is assumed to be 60 p.c.5t For certain
other livestock products like bone, horn, etc., no estimate of outturn is
possible, and direct estimate of value made.

A.89. Valuation of livestock products asfollows: for evaluation of milk
produced in rural areas, mixed milk prices in different Statespaid by halwais
for their purchases from rural areas are taken from MR on milk. Prices
for 1947-48 are adjusted for 1948-49 by wholesale index for ‘other food
items’. For States for which mixed milk price is not available, weighted
average of cow and buffalo milk price taken, weights being cow and buflalo
milk production. Percentage of cow and buffalo milk used for fluid con-
sumption not available separately; percentage known only for mixed milk;
hence necessity of cvaluation at mixed milk prices. Separate evaluation
would have entailed erroneous assurhption that 86.15. p.c. of buffalo milk
(which is more suitable for conversion into products) also consumed fluid;
this likely to lead to over-estimation of gross value of milk sinee buffalo
milk slightly dearer. For areas where price data not available average
prices in contiguous areas utilised. Prices used for rural areas compare
favourably with producers’ prices obtained from first round results of the
NSS. Urban production evaluated on basis of various price quotations
given in MR on milk and other sources. ‘

A.40. For ghee, prices used for cvaluation are taken from LS and other
official sources.’> As total value of ghee works out at 78.9 p.c. of value
of its milk equivalent estimated on basis of rural prices alone, balance of

49 Adopted figures arbitrary. Comparable figures: MR on cattle—daily evacuation
of an adult over 3 years, 25 Ibs for oxen and 60 1bs for buffalos; corresponding figares for
young animals below 3 years 18 Ibs and 40 Ibs. Burns’ (Tech. Possthilities of Ag. Dev.
tn India) figures are 40 1bs per adult cattle, 50 1bs per adult buffalo and 201hs per young
stock. A research dissertation (M.G. Joshi: Problems of Livestock in Poona District
with Special Reference to Marketing) puts figure at about 20 1bs per adult animal per day,
as givon by village surveys. In view of poor condition of cattle stock, and inadequate
feed of cattle generally, Burns’ and MR figures appear to relate to high quality cattle
only. .

60 According to MR on eattle, 40 p.c. of dung used as manure, 40 p.c. as fuel and 20
p-c. wasted. Figures based on Memorandum on Development of Agriculture and Animal
husbandry n India. According to Burns, (op. cit.) 66.6 p.c. used as fuel—but no autho-
ritative source quoted. Hence earlier figures accepted with slight modification to in-
corporate ‘other uses’.

51 Source : Burns (op. cit.).

5{2 Source: Indian Agricultural Price Statistics, LS, Monthly Statement of Wholesale
Prices and unpublished prices available from Economic Adviser’s office, Ministry of
Commereo. Prices used compare favourably with prices collected through NIU
questionnaire and obtained from NSS.
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21.1 p.c. of valuc imputed to lassi or other by-product {depending on
method of ghee production) obtained in process of ghee making. As milk
evaluated at lowest possible price, a loss in value by conversion of milk
to ghee to the extent of 21.1 p.c. seems improbable.. As lassi (or other
by-product) mostly consumed by producer of ghee himself, this value has
to be imputed to lassi. The price of dahi is estimated at 20 p.c. above
milk prices on’ basis of local enquiries and scattered information; co-
verage of available dahi prices is meagre. Estimated prices used compare
favourably with prices obtained from first round of NSS, received too late
for incorporation. Butter prices taken from MR on milk and LS and adjust-
ed for 1948-49 by index number for ‘other food items’.>*  Value of butter
thus estimated works out at 16 p.c. above value of its milk equivalent
(estimated on basis of rural milk prices) and appears high in comparison
with ghee. Plausible because butter consumed largely in urban areas;
butter milk, however, not separately estimated and assumed to have been
included in value of butter.®

A.41, As coverage of prices of other milk products meagre, quantity of
milk converted into khoa, ice cream, cream, chhana, casein and khurchan
evaluated at milk prices raised by 15 p.c. arbitrarily. This is likely
to lead to slight under-estimation because of presence of highly valued
products like ice cream.’®

A.42. Price data for meat obtained for urban centres in different
States from DMI. Prices reduced by 20 p.c. on advice of experts in
DMI to allow for lower prices in rural areas. For States for which price
returns are not available, prices in contiguous arcas or overall averages
used. Goat meat evaluated at mutton prices and buffalo meat at beef
prices. Prices of all varieties examined and above identities empirically
established. For poultry, etc., prices adopted on basis of available infor-
mation are Rs. 2 per adult bird and Rs. 0-12-0 per chicken, duckling, ete.
No separate evaluation of high priced birds like turkeys has been made as
the order of magnitude involved is insignificant. Egg prices are available
for Calcutta, Bombay, Madras and Delhi. To allow for lower prices in
rural areas, prices deflated for first threc centres by 20 p.c. following
a procedure similar to meat. For Delhi since egg prices are available for
best (selected) quality eggs, a deflation of 10 p.c. applied first and then
the overall deduction of 20 p.c. to allow for lower prices in rural arecas.
Average of all prices applied to other arcas.

A.43. For hides, value of cow hides worked out on basis of local price
data for four States: Bombay, Bengal, U.P. and Madras. Declared value of
exports, deflated by 15 p.c. to allow for distribution costs, have becn
used. Average of above for other areas. Since prices are available by

.

53 Pricos used comparo favourably with first round NSS results and data colloeted
through NIU questionnaire.

54 Separnto ostimate of value of skimmed milk not possible dus to lack of data.
Variability of yiold of skimmed milk por seer of milk, additional difficulty.

55 MR on ghee and other milk products, 1948, puts value of other milk products as
foliows: khoa Rs.19 crores, ico eream Rs. 93 croros, croam Rs. 2 croves, chhana Rs. 10
orores and others Rs.1 crore.  Figures rolato to 19490 and obviously ovor-estimated parti-
cularly in caso of ice cream. )
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seight, average weight estimated from weight and number of exported
ides separately for cow and buffalo hides. Evaluation of raw buflalo
ides similarly by prices in above four States and by declared value of ex-
jorts reduced by 15 p.c.? Prices of sheep and goat skin are available for
ix States: Bengal, Bombay, Madras, U.P., Hydecrabad and Mysore. Aver-
.ge of all applied to other States. For wool, average of prices at Bombay,
“aleutta and Kanpur (received from DMI) applied to all States after de-
lating by 25 per cent to allow for rural areas.

A.44. Dung cakes have been evaluated at 6 annas per maund and dung
'or manure and other uses at 3 annas per maund.’” Tertilising services
»f goats and sheep evaluated on basis of results of enquiries by private in-
vestigators.® Total value of bone and bone manure assumed to be four
-imes the value of export of these.’ No information is available for direct-
y estimating net value of horns, ivory, tips, blood, ete. Value of these
‘aken arbitrarily to be equal to value of bone and bone manure:

A.45. Net value of product: Several approaches are possible: (i) to
sstimate net value of all goods consumed by livestock population as a whole,
allowing for distributive margins, (ii) to evaluate cost of upkeep per head
»f animal from sample studies and estimate for total livestock popula-
tion, and (iii) estimate cost of production per unit of quantity of
each individual livestock product from sample studies and thus
estimate for total quantity of product. Method (i) finally adopted
but no allowance made for distributive margins as abmost entire
material consumed comes out of agriculture and livestock sector.
Procedure is not strictly valid and under-estimation likely. Method
(ii) eannot be adopted even as a check as sample studies invariably
relate to urban conditions where cost is disproportionately high.®

56 Figures of value of hides adopted compare favourably with valua given in un b-
ished MR on bides. P y g pu

57 NIU estimates of value considerably lower than value of dung manure estimated
oy Ware (Rs. 180 crores) and Oliver and Vaidyanathan (Rs. 270 crores). (See R.D.
Ciwari: Indian Agriculture).

58 M. G. Joshi {see footnote 49 above). Estimated value of fertilizing services of
sheep and goats: Rs. 5 per year per flock of 100 sheep or goats.

59 Value of exports taken from Sea-borne Trade of India. Multiplier teken on basis

»f Rao’s procedure for 1931.32; Shah and Khambata in Wealth & T'a: i
"ndia, 1924, followed a similar method. ' anable Gapactly of

60 Some examples of data on money cost of upkeep per ani i :
‘ndian Journal of Agricultural Economics, March 1.95(1))—cc?stp of 111112:;} i(jletfr;ézcrlm bt?ilr?:c;
or urbap .and suburban aress in different parts of the country, minimum Madras Rs.3§
».m., minimum Bombay Rs. 45 p.m; local enquiries &t Delhi Rs. 70-120 p.m. for buffalo
8. 50-80 p.m. for cow; MR on ecattle (for rural areas) Rs. 110-412 for rearing cattle up tc;
' yoars (pre-war); N. N. Agrawala: cost of rearing cow and buffalo ealves under village
onditions, average 1944-47, first year Rs.20.06, second year Rs. 46.50, third year Rs
7.87 (first year cost exludes milk); ICAR cost of ecultivation reports, Rs.37.1 (prevwa.l‘).
ior bullock (data analysed from ICAR. cost of cultivation reports for cotton and sugar-
ane growing tracts of India, 1933-34-—1936-87); Singh & Singh: Farin Accounts in the
3a_sgh113yuni70ab];119tt5-4g-€1947-4§, Rl,s.3312 rier year-per bullock. Zvon lowoest costs cited
ou double the cost per animal caleu o i ive.
bchk e table, 2 alculated on basis of method of total value of live-
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Method (iii) not possible except for milk due to lack of data and used
as a check.b!

A.46. Mcthod adopted detailed as follows: Cost of upkeep split up into
cost of the following items: (i} roughages: green and dry fodder, straw and
grass, (i) concentrates: rice husk and bran, oil cakes and grains, and (iii}
others: salt, gu, sugarcane and medicine. Entire net value of fodder erops,
50 per cent of the value of rice husk and 75 p.c. of bran and 90 p.c. of the
value of stalks and straws® and the entire value of grass assumed to go
towards feed of all livestock taken together. Value of grain and oilcakes
fed to cattle {(in small quantities) derived from seattered information in

- MRs,% total value of grains and oilcakes thus fed being Rs. 30 crores and
Rs. 19 croves respectively.

A.47. TFxpenditure on salt, sugarcane and gur is estimated at Rs.1-8-0
per vear per head of cattle. Medicine 8 annas per animal per year. Non-
food costs of other animals at comparable rates, e.g. Rs.1-8-0 per head of
sheep and goat for miscellancous items such as ghee, herb-spices, medicine,
ete. Total cost of upkeep Rs. 710.5 crores.’* Total working population
of cows and huffalos and the entire population of horses, ponies, donkeys,
mules and camels is assumed as being kept for service, and the remainder
for milk and milk products. Total cost split up as follows.$® Service
Rs.800.09 crores and non-service Rs.410.46 crores. Cost of fuel and ma-
terial for ancillary (secondary) activities (e.g. ghee making) is estimated at
Rs. 14.64 croves and depreciation of implements (e.g. churners, ete.) put
at Rs. 0.99 crores.% '

61 Average cost of production of milk works out at 0,18 annas por secr on hasis of ma-
torial relating to M.P. and Chwelior given in Indian Journal of Agricultural Economics,
March 1950 (see papers by Natarajan, Khurody, Sharma, Doshi and Sayana for this
and other information). This gives & total cost of upkeep of milch animals at
Ras. 34716 lakhs. Our caleulaticns on other hand give Rs. 38787 lakhs as cost of
upkeep of cows, buffalos and goats kept for milk purposes.

62 Only 50 p.c. of rico husk estimated as used for cattle feed boeause rice husk not
generally fed to mileh cattle, ete., and used largely as fuel for burning (in South India).
For bran, 75 p.c. estimated as cattle feed as in poorer parts of country. rico bran is usecd
for huroan feed, mixed up with rice. 10 p.c. of stalks and straws estimated to go towards
thatching of rural houses, estimated roughly on basis of information on maintenance
expenditure for rural houses as given by first round NSS results (soo A.112).

63 For example, MR on grem states that 12 p.c. of crop usoed as feed of livestock.

64 Total weight of roughagos fed works out at roughly 16 1bs per animal per day.
Corresponding figure for concontrates is ro‘ughly 0.14 lbs. Roughages ﬁggro includes parb
of grass 7ot evaluated, and the magnitude is probable. Concentrates figure also is of

_reasonable magnitude.

65 For allocation of costs to difforent animals, following equivalenco senle adopted:
cow and ox 100.0, bull and buffale 133.3, goat and sheop 10.0, camol 133.3, horse and
pony 133.3, mule and donkey 100.0; pig 10.0 and poultry 0‘3 Young stock for bo-
vine population and horses only taken at half ratos. Secale avbitrary but roughly corres
ponds to one cited by D. R. Gadgil in Economic Effects of Irrigation. Frror in sealo
would have no effect on total net national income, and would involve insignificant changos
in sectoral net incomes. - ) . 1

it rociation and eost of materials arbitrary. Available materia
m::giﬁl%g?il&nuofg\:}? 1fjuel cost of boiling milk m-'uilublp ix_1 MR on milk: depl‘oc_iutic‘m of
churners in MR on ghee and other mille products: dopreciation of fodder cutters in Farm
Accounts in tho B. Panjub (Punjab Board of Beonomic Inquiry), ete. Covorage of
materisl not adequate for estimabing national agyrogates, hence cortain porcentages
on value of product adopted on basis of seattered informabion,
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A.48, Hunting: Net value of hunting is included in agriculture, animal
husbandry and ancillary activities. For deriving working force (_angaged
in hunting, 1941 occupational distribution adjusted for 1948-49 is used.
Net output per worker evaluated at rate for fishermen, %

A.49. Foresiry (pava 4.13; Table 2). Area reporting in respect of forests
as detailed below:—

TABLE 17: COVERAGE OF FOREST STATISTICS

Porcentago
Sq. miles of Indian
Union area

1. geographical area covered by Indian Forest

Statisties (for 1946-47) 755,185 61.9

2. additional geographical area for which aren statisties
are available in Agricultural Statisiics (for 1942-43) 193,888 . 15.8
3. geographical area known to be not under forest 4,851 0.4
953,924 78.1

Area under forest pertaining to row 1 is 140,962 square miles, and that
pertaining to row 2 is 59,776 square miles giving a total forest area of 200,
788 square miles in the reporting parts. Assuming area under forest in non-
reporting area to bear same proportion to total area as above, area under
forest ir entire Indian Union works out at 256,782 square miles. Out of
this, state forests cover 149, 752 sq. miles.

A.50. Estimate based on 1946-47 figures.®® Area for which statistics
of major forest products (timber and fuel) are available is 156, 629 sq.
miles; statistics of value of minor forest products relate to 164,030 sq.
miles. Outturn of timber per square mile for remaining area is assumed
to be one third of cutturn per square mile of area for which returns exist.
Corresponding figures for fuel and minor products assumed to be two thirds.
Timber is evaluated arbitrarily at Rs. 8 per cubic ft. and fuel at 8 annas
per cubic f£.¢  For minor products value is taken from official records.
Value of other products (all products except major and specified minor
products) is estimated on basis of ratio (95:5) for all produets to other pro-
ducts on advice of experts in Inspectorate General of Forests. An overall
deduction of 10 per cent made for costs and depreciation.

A.51. An alternative method is as follows. Revenue from government
forests obtained from government records for 1948-49. Rate of revenue
per sq.mile applied to rest of area, giving totalnet value of output of Rs.27

67 V. K. R, V. Rao : National Income of British India: 1931-32. Rao used two-thirds
the rate of fishermen’s income for hunters.

68 Data for 1947-48 given in Forest Statistics of India (FSI) 1036-37 to 1947-48 and
also in SA could not be used as the covorago rolates only to class A States. Data for
earlier years in FSI do not always tally in detail with date in other sources. As forest

area. and products not likely to fluctuate violently from t ‘
gecure MAXiIum area coverage. Y your to year, effort mado to

89 Available information indicates much higher prices ri F pr < i
in urban centres vary hetweon Rs.8 and Rs. 1% me cubic li?t.lcozgsfm]ﬁ): i?l(g?{(;(.l 8t l?c:bl?;
average price of timboer (priecs available relate to suporior timbers), and allowing for
value added by processing and trade, net valuo of timbor fixed nt Rs. 3 per cubic ft.
Estimata largoly conjectural, and subject to unknown error. Similar procodure for
deflation of firewood prices to allow for trade marging. . procedy
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ctores in 1948-49. Latter method, though apparently more rigorous
than other method, leads to obvious under-estimation of forest products,
hecause of low government revenues out of forestry, Large part of pro-
ducts of government forests are used and sold illegally by private persons;
even products sold by government are usually at rates much lower than
market prices. Hence other method adopted.

A.52.  Fishely (para 4.14; Table 2). Relevant data on production, price
and value taken from MR on fish. For value of sea fish and mar-
ketable surplus of fresh water fish, MR figures used. For portion
retained by  producer in case of fresh water fish, ratios received
from DMI separately for States, utilized for estimation of total value
of catch. No adjustment necessary for sea fish for which value of
total produce directly available. Net value arrived at from gross
value after a deduction of 5 p.c. (adopted arbitrarily) for depre-
ciation of boats, nets, ete.” Value added by seccondary activities like
salting and sun-drying™ obtained directly from DMI and added to net
value of fishing. listimates checked up by income approach,” and consumer
expenditure approach based on first round results of NSS and available
urban budget material.’® While income and consumption approach bhased

on inadequate data, both suggest that value of output approach results
in under estimation.

A.58. Minerals (para 4.15; Table 2). Data on quantity and value of
minerals from 1944 onwards examined. Data for 1944 and 1945 are
available in the journal, Indian Minerals (January 1948 issue). How-
ever, material from 1944 to 1948 have been collected directly from
Geological Survey of India (GSI) by State breakdowns. For 1914 com-
parison relating to area covered by British India made with parallel data
available in Report of Chief Inspector of Mines (CIM). General agreement
noticed, but discrepancies are obscrved in case of steatite, sand stone,
clays and barytes.  GSI data are consistently higher, indicating superior
coverage, perhaps due to incorporation of estimates for mines not covered
by report of CIM. Present estimates for 1948 are based on former
data. No attempt made for adjusting figures for financial year. WWhere
1948 figures are missing, figures for 1947 or 1946 used. Coverage of

70 Comparable figure used by V.K.R.V. Rao, 10 p.c.

71 Available material on dringe {40 per cent) and quantity of fish curod given in Bro-
chure on Marketing of Fish utilised for independent estimntes of salting and sun-drying
for year 1947. Value added by sun-drying taloen simply as value of driod fish less
value of raw fish sun-dried. Value added by salting taken as valuo of cured fish less
value of raw fish consumed Zess value of salt used up. NIU estimates for 1947 of valuo
added by salting very noar DMI estimates for 1948. But NIU estimatos for sun-drying
for 1947 considerably higher than DMI estimates of sun-deying for 1948, NIU cal.
culation made Stato-wise. While overall figures not untenable, figures for some States
improbable showing dubious nature of availablo prico statistics.

72 Income approach gives a higher figure than value of product approach. Plausible
sinco number of fishermon likely to be actually declining since 1941 (see Fisheries Sub-
commiliee Report) while assumed hore to be incressing proportionately with popu.
lation, on basis of occupational distribution dorived from 194} ratios.

73 Urban budgets used: Ministry of Commerce middle class family budget enquiry,
and working class family budget onquiries at variolus_centres‘co_nducted by Labour Bureay,
As rotail and producers’ prices not available for similar varieties of fish, exact estimation
of net value not nossible by this approach.



72 National Income Commitiee

information used compares favourably with list given by Fox: Mineral
Wealth of India.™

A.54. TFor mica, export value is found to be much higher (roughly five
times) than value of output as given by GSI. Export value includes pro-
cessing and disteibution costs (trade margins) almost impossible to allow
for; estimate of production may be under-estimate. On advice of GSI,
value of output given by them is accepted for presentepurposes. For
Jead, evaluation of metal itself has been made as no satisfactory price of
lead ore is available. TFor salt, value given by Salt Controller and pub-
Tished in SA considerably higher than value given by GSI, but this mainly
due to higher price used informer.” GSI endeavours'to evaluate all
minerals at pit head prices and hence is more aceeptable than alternative
valuation by other authorities.

A.55. Gross value of production for country thus available for all
minerals by States. Net value of product obtained from gross value
after three deductions: (i) value of coal eonsumed in collieries or wasted,
estimated on basis of overall percentage (6.4 p.c.) arrived at from figures
available in Report of the Advisory Planning Board, 1947,78 (ii) provision
for depreciation caleulated on basis of RBI balance sheet analysis ol mining
companies?™ and (iii) cost of materials and electric current consumed in
mines, assumed to be 5 p.c. of gross output arbitrarily.

A.56. Faciory establishments (paras 4.16 and 4.17; Table 2).. Two
sets of _data are available for statistics of employment in
factory establishments.”® Labour Bureau (LB): statistics of factory
employment for 2j and 5(1) factories separately.” Source: provineial
Chief Inspectors of Factories (CIF). Coverage of former (2j) is fairly
adequate, though énformal:ion for class B States relates to 1946. Roughly
90 p.c. factories covered for employment statistics for 2} factories, which
implies that coverage for employment may be much higher as only remote
and comparatively small factories are likely to be omitted. thhing is
known about exact employment coverage. For 5(1) factories, coverase is
extremely inadequate and relates only to factories notified under Act.®

s

74 Records of GSI, Vol. LXXVI, 1942. NIU list includes calcite i
C i r ¥ - ’ o , art
quartz-mico fseh]st,’sﬂ'llmu-mto, glass sand, silica, silica sand, and silig;stl:o;’qus;iz;?(’i
above iterns m-Fox s list, b,ut oxcludes tungsten ore, sapphire, flourspar, acciuamﬁ.rine
and ta.ntulllte {41\;0;1{ m3§8§03 hs;b Minerals excluded all of minor imporl;n;xee o.g. tungs
ten ore valued at Rs. 30, in 1940, and four other minerals t ¢ val ;
o oo , rals taken together valued at

75 Price of salt according to GSI Rs. 0.70 per md. and i
md. (woighted average of _ull given prices). P and nocording to 54 Rs. 0.95 por
76 Estimato conventional, based on a few years’ average.

77 Analysis of company balance sheets for 1947. Data made available by RBI

78 Industries covered in this group are those dovered b :
The Act distinguishes hetween two types of factories: (
and using power [2), or now 2m (i) factories]; and (i}
workers and using power, and employing
or now 2mf{ii) factories].

78 Dats made available by LB,

80 Under 1934 Act, all 2j factories had o register thems i
‘ OT'10f selvo: ; -
ries, t,h.e Act loft the matter to discretion of provinces to notifyS :ri;h5?ll)n‘fzn?tgf(l}£:czg
gistration. Henco, coverage of atatistics for 5(1) factories inadequate, and no%nforma-
- 4 N

1 by Indian Factories Act, 1934.
1) employing 20 or more workers
4 ) employing between 10 and 20
20 or more workers but without power [5(1),

-
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Until implementation of 1948 Act, notification left to discretion of provin;
ces or States. No information available on coverage of 5(1) factories.
Even lor (all) factories covered [i.c., 2] and notified 5(1) factories], roughly

8.7 p.c. of factories [for 2j and 5(1) taken together] did not submit employ-
ment returns.8t

A.57.  Statistics of factory employment for all factories [2] and notified
5(1) factories taken together] taken over from LB,%2 and re-classified
into the 20 CM categories.’® LB data for 2j factories scparately avail-
able by industrial categories for four provinces only, namely, West Bengal,
Bihar, U.P. and Bombay.* Though desirable to kecp 2j and 5(1) factories
apart for purposes of estimation of value of product, not possible to do so
for limitations of data available, and overall deduction (for likely over-
estimation for 5(1) factories) made later on. Data for class B States con-
ventional. Non-reporting of employment, though fairly large from point
of view of number of factories,® not adjusted for in this connection on ad-
vice of LB, as factories missed for employment statistics likely to be rela-
tively unimportant. Employment in ordnance factorics, mints, indigo
tea, coflee, dairy industries, and telegraphs omitted.®® Industries not
falling under any identical CM category lumped with similar industries
(e.g., cement, lime and potteries factories in ILYDb re-classified with
cement factories in CM). All unclassifiable industries luwmped into
a miscellaneous group. Total labour force thus re-classified, 2.6 millions.§7
For the 1.1 million extra workers thus apportioned to CM industrial groups,
rates of net output per worker (gross value of output less materials and fuel,
ete., consumed, less depreciation) in similar industries as given in CM were
applied. For miscellaneous group, consisting of all LB categories not

tion available on its proximate coverage. Number of 5(1) factories notified for 1948 only
4515. Total number of 5(1) factories should, however, easily exceed 40,000 (gathered
from diseussions with experts in DIS). Above Act revised in 1948 and 2j and 5(1)
factories [now called 2m(i) and 2m(ii) factories] haveall to register themselves
with CIF in entire Indian Union. Registration of 2m (ii) factories has been tardy, and
is expected to be completed within next two years. Coverage of present estimates,
all 2j factories and notiffied 5(1) factories.

81 Indian Labour Gazette (ILG), March 1950, p.51.

82 Indian Labour Year Book (ILYb), 1948.49,

83 Census of Mmi{.zfactures (CM), 1948 (in press). Data made available by Directorate
of Industrial Statistics (DIS). Out of 63 CM industrial catogories, coverage relates
to only 29 important categories. Though LB and CM omployment data not strictly
gomparable, CM for 29 groups of industries (1948} covers (roughly) more than 70 p.c.
of factory emplojvmeub for all 2j factorjes as given by LB.

8% Unpublished data made available by LB. Total 2j factory employment covered
83.6 p.c.; total of all factory employment covered 76.5 p.c. (coverage on basis of number
of factorios). .

85 8.7 p.c. See earlier footnote 81. ]

86 Qrdnance factories are included under ‘defence’ (Govemmentl set'yices: administra-
tion); mints also under govornment; tolegraphs under communications (gmfernment
comx;mrcial enterprises); indigo, tea and coffee under agriculture; dairy industries under
animal husbandry. 5 il -

87 lowing details may be interesting. Coverage of CM 1.55 millions; excess of |
empb]i?n:g:glo% millions, eb;trn. LB employment figures 1‘e-cln551ﬁegi and distributed over
CM catogories 0.7 millions; employment in governmont factories {sce A. 62.) 0.15
millions “trontod in same way as private factories. Total factory employment accounted
for 2.6 millions. :

10 .



74 National Income Commatice

classifiable into any one of 20 CM categories, simple average of net output
per worker for all 23 groups was applied,® subject to following adjustments.

A.58. TFor electricity generation, data supplied by Central Electricity
Commission,® used for estimating net value of output. Gross sale value
of all electricity generated, less fuel and lubricants used, less depreciation,
gave net value of electricity generation.®® Net output of government elec-
tricity schemes (derived from government budgets) separately estimable
from above total but for purposes of industrial break-down of national in-
come, both are included in industries sector. Number of workers employ-
ed in electricity generation (as given in ILYb, 1948-49) have been taken
out of workers re-classified into CM categories. For film (cinematograph)
industry, following procedure adopted. Estimates of gross box office col-
lections net of entertainment tax in cinema houses in 1947-48, and capital
investment by producers, distributors and exhibitors, available from trade
and other sources.” Rough estimates of different costs in motion picture
production also available.? Allocating gross box office earnings between
producers and others on basis of capital invested, and deducting for value
of raw film imported (source: import statistics) and sundry other costs,
net income of film industry estimated. Employment figures in industry
sector adjusted for workers in film industry also.

A.59. For notified 5(1) factories employment statistics taken from
data supplied by LB. Net output of workers in 5(1) factories assumed
to be 25 p.c. below net output of 2j factory workers (covered by CM).
As employment in 5(1) factories is not available by industrial categories
(except in four States), deduction in value of output is possible only on
overall-basis. Mark-down has been applied to true (weighted) average
output per worker in factory establishments. Mark-down purely arbitrary
and estimate, therefore, subject to unknown error. Overall average net
output per worker on this basis works out at Rs. 2198, in comparison with
Rs. 2275 per worker belfore adjustment, :

A.60. Sum of net value added in all 2j factory establishments and noti-
fied 5{1) factories, as above, gives net value of this sector (factory estab-
lishments), subject to limitations as noted earlier. To derive actual net
contribution of this sector to national income, deduction made for esti-

-

88 Present (rather unsatisfactory) procedure of estimation for ali 2 and only notified
5(1) factories (and not onlg/ 2j or _all 2j end 5{1) factories) is due to the fact that CM
covers only 29 groups of industries, and LB data on total factory employment (by
nTldustrlal categories) is available only for all factories (i.e., 2j and 5(1) taken Htogether)'.
No other satisfactory method of estimation is available for remaining 34 groups of 2j
fnctornqs. In present estimates, all remaining 5(1} factories are relegnted to the ‘small
enterprises’ sector,

89 Revenue and Appropriation accounts of all olectricit i i i

; ! pprop : y generating companies avail-
able in Public Elect’r_‘zczly Supply, All India Statistics, 1949, p. 28. Dgtails gf operatirllg
expenses made available by Central Electricity Commission (CEC), Simla. :

90 CEC estimate of net value is subject to sligh i
] i : i ight error in &3 much as break-do
of maintenance expenditure between wages and salaries and purchase of mut[eri‘;lklss
are not axfallable, an_d entire maintenance expenditure has been treated by CEC as wa, es;
and salaries. In opinion of CEC experts, likely over-estimation is negligible. g
91 Handbook of Indian I'ilm Industry, 1950. Also, official sources,

92 Journal of the Film Industry, Sept., 1950.
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mated insurance premiums paid to fire and miscellaneous insurance com-
panies by manufacturing industries. Further deduction made for im-
puted payment to banking sector in lieu of services performed free or at
a nominal charge.® A last deduction Tade in respect of certain operational
costs not allowed for in net value added by manufacture as given in CM
(see earlier chapter 4). To allow for these costs a deduction of % p.c.
of net value (4 p.c. for stationery, advertisement, etc:, and 1 p.c. for miscel-
lancous expenses like furniture, etc.) made on basis of a few case studies
of balance sheets of joint stock companies, and conditions in a few factories
and industries.” Above deduction is very rough, and subject to revision.

A.61. To allow for non-reporting of employment in notified factories,
the following procedure is possible.  Since entire available working force
accounted for, number missed under factory employment automatically
considered under ‘small enterprises’. Thus, possible under-estimation
in view of lower per capita net output or earnings in latter sector. For the
number of factory workers missed (due to non-reporting of employment)?®
difference between weighted average net output per worker in factory
employment (i.e., total net value/total number of workers) and weighted
average value of net output per worker in ‘factory type’ cottage indus-
tries, considered to be the under-estimation per worker in respect of the
omitted factories. This difference (per worker under-estimation multi-
plied by approximate number of workers missed) added to net output of
factory establishments, to cover lack of coverage of factory employment
statistics. Fotal addition on this count roughly Rs. 14 crores. This kept
distinct from main body of estimates, as being largely conjectural and
therefore not to be mixed up with estimates of value of output derived
more directly.

A.62. Employment in government factories® {except for ordnance and
other factories included under defence, and printing presses, ete., included
under government administration) also analysed in precisely same way as
for 2j and 5(1) factories above. Possibility of slight double counting for
workshops in technical colleges and government training schools, ete.;
these included for employment under Factories Act, and thus aflfect esti-
mate of total industrial employment; and yet, as no commercial accounts
kept for such workshops, expenditure in respect of these shown under
government administration. However, magnitude of such double count-
ing likely to be insignificant in relation to total. Net output of government
industries analysed in same way as other industries, on basis of net output
per worker in similar CM industrial groups. Output of government fac-
tories added to value of product of industries scctor.

A.63. Net output of factory establishments as described above relates
not to all factory production but to 2j and to notified 5(1) factories only.

93 See A.T4.
84 See A.72.

05 Seattared information available in Tariff Board reports on various industries,
in rospect of contingent office expenses, insurance charges, cte. ‘
96 Qoo earlior footnote 85. As non-reporting factories likely to be remote and
unimportant, averago employment estimated at 50 p.c. of averagoe employment per

factory (in respect of factories furnishing roturns).
07 Source: ILYh. In rospect of Table 2, government enterprises are all considered in
thoir respective industrial eategories, :
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ered in this sector but relegated to small
wide difference®® between net output per
Il enterprises, possibility of

Un notified factories not consid
enterprises group. In view of :
worker in factory establishments and in sma
under-estimation.

A.64. Small enierprises (para 4.18; Table 2). Lstimation of working
force explained elsewhere. All available material onw(;la._ll.y, weekly,
monthly and annual earnings of workers in these activities tabula-
ted.#® Daily, weekly, and monthly earnings converted into annual
earnings, multipliers'® being 270, 52 and 12. When data not current,
adjustment made taking the rate of increase in earnings of fac-
tory workers.'® Data available relate to Madras, U.P., Bengal,
Orissa, M.P. (including Berar), Punjab, Travancore and Mysore
and cover 60 different industries. However, all industries not covered in
every State, and coverage in this respect satisfactory only for first three
States. Since estimates m this sector are neither by complete census nor by
random sample survey, but largely built up from scattered information
available, some notional estimate of error involved in estimation may be
made. Out of 540 cells, (60 industries for 9 States) figures are available
only for 104 cells. Though in many cases, the figure in a cell is based on
Jarge number of independent observations, effect of this on overall variabi-
lity insignificant, and estimate of error of aggregate earning will depend
almost entirely on variability of 104 figures. Coeflicient of variation
exhibited by figures less than 50 p.c. showing that error in average
earning is of the order of 5 p.c. As sample not random and as esti-
mates of number of workers also subject to error, overall error of aggregatc
earnings of workers in small enterprises likely to be larger. Though
other income payments adopted entirely arbitrary, the error of net value
in the sector should not be above 15 p.c. ) ‘

~ A.65. Procedure adopted as follows. Figures classified into seven broad
industrial groups: -(1) textiles; (2) hides, skins, leather; (3) Building, stone,

98 See Tables 4 and 4.1,

9% Statistical material uvsed summerised below:—

Report of the Bidi Industry Committee, C. P. & Berar ;
@git (;fc I;ulgs{ru?l Corrt7raé{tee, 1938-39; Statement. r(:‘:ée,i\jfe:‘l1 lf’roﬁepgtﬁig{ (jjtf)orzl.bcgjf gzt()),:‘;:
Desﬂ;{if_ﬂs’;ﬂw‘;fi;?}fof f]mh}:, 1948, by Chitra and ‘Tekumella; Rural Economy of Gujrat bs;
Tly 1945. ‘.76 ] siery Industry qu.P..; Development of Cottage Indusiries in ]i_/[ysorc
Z}ovt u'b,li('ui?g 01-777\817'u of Industries n U. P., 1949; Let Figures Tell, 1949 (U.P,.
St.utiét?c-q)- ]? el. D;_){ 1g;::rh Hm‘dqagm\) survey, 1949.50 (Direciorate o’f Tndusbrial
st b H K ._]Jlo of 1 a_ Indusirial Survey Committee, M.P.* 1942; Rural Problems in
y Brishnaswamy; Cottage and Small scale Iidustries of 1 ndia’by I\Ilikhtal"Singh.'

ggrlg?;‘l ?it:; }()}'l:)l\];i‘/ Cé%_’ﬂil‘ l'}l,l'd cigarette and glass industries by Labour Investigation

G C’z’ga:r, S’m:jf. o uI( 1;, Heport of the Court of Enguiry into Labour Oondif;i?ms in

I ndu’st-ries i’n’ Oris.s:a, 354571});3;;;%2&5i{?gl}r)galgnj;%u EIM%dE‘aS); T A
gt ", b H : ard of Econ. 't

Fact Finding Committee on Mills and Handloonis, by Tf;o',}n:ﬁqgrﬁeﬁfti;ﬁﬁ’t’ﬁcg‘fﬁ

fl‘OII;) fg]e joint registrar for co-operative societies.and village industries (Poons)

n basis of the reeent aurvey of cott e i ; :
number of days worked for fuctorigs in a ygff g‘}‘\%\fﬁméﬁh ﬁﬂ%’ﬂrb '1 IA‘FO roughly by
. 1(?1 Unpublis}_:ed‘l report of committoe on minj ’ end 19T
indicetes that rise in earnings of this elass is mue
between 1938-39 to 1949-50. It is, therefore exp
workers would not increase at a rate lower tl"na.n

hmu.m wagos of agricultural workers

.thlgher than that of factory workers
ected that earnings of cottago industry
that of factory workers.
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ceramics; (4) metals, minerals; (5) chemicals, dyeing; (6) food, drink, tobacco;
and (7) miscellancous others. Each subdivided into three major categories
(purely cottage type, intermediate type and almost entirely of factory
type). Unweighted averages caleulated for each group. Average carnings
calculated per meniber of working force for above seven groups respectively
Rs. 442, Rs. 575, Rs. 650, Rs. 724, Rs. 472, Rs. 461, Rs. 471 and adoptea
irrespective of the broad categories. Multiplied by working force in each
group to give estimate of earnings. In cottage industries proper, earnings
per worker taken as net output per worker. For establishments of inter-
mediate type, earnings inflated by 12 p.c. and in factory type by 24
p.c. to allow for income payments other than wages and salaries,
inflation being respectively at about  and } the rate of such income pay-
ments in factory establishments as given by CM.1%2 Tinal results pre-
sented below: category (i), working force 68 lakhs, net output per worker
Rs. 509 per annum; category (ii) working force 52 lakhs, net output per
worker Rs. 600 per annum; and category (iii} working force 28 lakhs. net
output per worker Rs. 720 per annum.

A.66. Estimate of net output also independently obtained as follows.
Available material on gross output per worker'® analysed. Data relate to
Bengal, Madras, U.P., Mysore, Bombay and Coorg. Altogether 169 in-
dependent observations in respect of 25 different industries made use of.
Gross value observed to be lowest in the miscellancous group of indus-
tries and highest in chemijcals and dyeing. Coellicient of variation
of the figures roughly 100 p.c. Observations -classified by seven
groups of industries, and straight averages worked out for cach industrial
group. The national aggregate built up by multiplying each class average
by number in working force.

A.67. Available data on cost of materials and some other costs tabula-
ted. Data comprise of 189 independent observations for some 30
different industries. Other costs include deprecmtmn, excise d}ttlés, ete.
While data in respect of cost of matevials available for all industries, the co-
verage is less in case of other cost 1tems. Percentage of cost to gross value
of product worked out for each individual industry .and then avcruggd for
different industrial groups. Straight averages used in every case. Coeffi-
cient of variation of the percentage deductions works out at less than 50
p.c. The national total of deductions worked out I a manner exactly
similar to one adopted for earnings and gross value. o

A.68. Net value of product obtained by applying above deduction to
estimated aggregate gross value. Ql‘oss value and n‘et \i?-lue ("alcuiaF_cd‘
separately for all seven groups (textilcs, cfcc.) anrd 11‘0L by v c:ad mttc‘g«oll ies
{by types of industry) fonnulat(jd above. A% hmg l?a_slx(, ma g'rm' ‘ 01}
percentage deductions comprehensive, e.g. I case of texti e;, ’on a?;s (;
Fact Finding Committee report on mills and hand}ooms, t!mc tw o n}e hods
give close estimates of net value of output. For classes of Inc ustries
for which material meagre, check not so exact. Average gross value of

output and percentage deductions adopted given by seven industrial groups

102 Actual figure for other incomo payments in factories is 97.3 p.c. of wages

and salarios.
108 Qoo anrline footnote 99,
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below : textiles Rs.810.01 (deduction 41.91 p.c.); hides, skins and leather
Rs. 1661.96 (deduction 59.68 p.c.); building, stone and ¢éeramics cte.
Rs. 1259.74 (deduction 45.24 p.c.); metals and minerals Rs. 1969.84 {deduc-
tion 57.75 p.c.); chemicals and dyeing Rs. 2389.86 {deduction 75.40 p-c.);
food, drink and tobacco Rs. 1777.53 (deduction 68.82 p.c.); and miscella-
neous Rs. 806.87 (deduction 33.90 p.c.). o

A.69. Communications (para 4.20; Table 2). Net output of this
sector has been culled from government budget accounts. For deriva-
tion, see A. 106.

A70. Railways. Net output of this sector has heen culled from ac-
counts of the Railway Board. For derivation, sce A. 106.

A.71. Banks. Balance sheets and profit and loss accounts of 611 schedu-
led and non-scheduled banks for 1948, analysed by RBI.2% Operating and
appropriation accounts have been set up from these returns, and wages
and salaries, directors’ fees, and surplus, taken over as net product of these
banks. Banks thus covered aecount for about five-sixths of paid-up
capital of banking companies for 1948. In respect of banks not covered
by RBI analysis, imputation made on basis of paid up capital ratios; for
exchange banks, similar imputations made on basis of size of deposits. For
co-operative societies,’®® costs of management for 1948-49, less 10 p.c.
deduction for cost of stationery, ete., assumed to represent salary and wage
payments and surplus, For banking department of RBI, wage and salary

payments, derived from profit and loss accounts for year ended June 1949,1¢6

have been taken as net product of RBI. For RBI banking department’s
operations, net value estimated at cost (i.e., wages and salaries), since
RBI does not accept deposits from private individuals, and all deposits
are from banks, ete., only. To avoid imputing a surplus to RBI and
then offsetting the entire surplus of RBI by an imputed charge on other
banks, above procedure has been followed. .

A.72. Since banks’ income is largely of the nature of interest and invest-
ment income, and since, for national income purposes, dividends and in-
terest receipts are counted in'the seetor where such income is generated,
the net value of product of the banking sector would appear to be made
up of only misceilancous bank charges. These will in general be much less
than wages and salaries paid out. To overcome above difficulty, an impu-
ted sum (gqunvalent to the mef investment income of banks) is eredited to
the operating account as imputed bank charges received from depositors!®?
(for services normally rendered free or at nominal cost). Hence, necessity
of making corresponding  deductions from income of all depositors.
Imputed deduction made on basis of ratio of deposits held. To the extent

10¢ Data made available by Denpt isti
’ 3 pt. of Research and Statisties, RBI. Total paid-u
Cll].pltﬂl o_f banks c0v_ered Rs. ‘%5.6 crores out of total paid-up capital of Rs. 55 c-rc?res fol;
gnlebankmg companies excluding RBI. Proportionate mark-ups applied for under cover-
6.
105 Sygtistical Statements reluting to the Co-operative Movement in, India, 1948.49.

106 Profit and loss accounts for the vear e i i
Vi nded 30th Q46 y
Report of the Central Bourd of Directors of RBI, Juae, 1940 givon in the Arnual

107 See R. Stone : Momorandum on M. ; '
. b, : casurement of Nati ) % Lruc-
tion of Sogial Acgounts (United Nations, 1947), ' f * ona@ {_n{:qm@ and Gonatr
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that deposits are private, this is considered to be consumer expenditure;
to the extent of business deposits, deduction necessary in business sector.
Break_-down_of all deposits (of scheduled banks only), into business
deposits available for 1949.9 Relevant percentages used for apportioning
imputed charges on different types of depositors in respect of total imput-
ed income of banking sector (net investment income of banks). On
this basis, following deductions necessary in different sectors.

TABLE 18: IMPUTED DEDUCTIONS FOR BANKING SERVICES

imputed deduction

(Rs. lakhs)

(1) factory establishments (dapositor class; manufac-
turing concerns) 249

(2) other commerce and transport (depositor class:
trading and transport concerns) 842
(3) mining (depositor class: mining concerns) 20
(4) agriculture (depositor class: plantations) : 33

(6) organized banking and insurance (depositor class:
banks, insurence companies, co-operative societies) 308
14562

A.73. Insurance companies (para 4.21; Table 2). From informa-
tion given in Indian Insurance Year Book, 1949, revenue, operating,
appropriation, and capital and reserve accounts for 1948 of all life-
insurance companies and Indian non-life insurance companies have
been set up. For non-Indian non-life companies it has been possible
to draw up only a combined revenue and operating account.  For provident
societies registered under Insurance Act, revenue account, combined ope-
rating and appropriation account and capital account have been construet-
ed. From these accounts, payments of wages and _salar‘lcs taken to be
given by expenses of management less 10 p.c. deduction for purchase of
. goods and services (since no further break-downs avalln_blq).“’“ Wages
and salaries plus operating surplus {transferred to appropriation account),
consisting of dividends, provision for direct taxes and transfer of surplus,
to capital and reserve treated as net contribution of insurance companies

to national income,11?

A.74. An imputed deduction in respect of business insurance premiums
paid by different sectors of productive activity, needs be made in these
sectors. Information is available on total premiums paid to fire and
miscellaneous insurance compandes (Rs. 750 la}(hs) in 1948 (Indian Insurance
Year Book, 1949). On basis of ratios of paid up capital of all joint stock

108 RBI Annual Report for year ended 31st Docembor, 1949,

109 Deduetion arbiteaty. No dotails available. 10 p.c. of total expenses of manage-
ment supposed’to cover all contingent exponses like postago, office furniture and station-
ory, otc.; wages and salaries and commissions 90 p.c.

110 Seo R. Stono: Momorandim on Measurement of National Income and Construction
of Social Accounts (United Nations, 1947).
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following allocations of deduc-

TABLE 19: IMPUTED DEDUCTIONS FOR INSURANCE PREMIUMS

imputed decuction
(Rs. lai#hs)

. (1) banking and insurance 93
{2) railways 8

. (3) trade & transport (other than rys.) 212

(4) manufacturing 311

(8) mining 40

{6) plantations 34

(7) navigation 52

750

A.75. In respect of above, banks’ and railways’ net output has been
taken after all deductions; hence deduction of Rs. 2.1 crores in {rade,
(output method), Rs. 8.1 crores in factory establishments, and Rs. 0.3
erores in agriculture (plantations) has been made in respect of business
insurance premiums. No deduction for mining because 5 p.c. of gross output
arbitrarily deducted’ to cover all such expenses (see earlier); similarly, no
deduction made for navigation because of 5 p.c. deduction on value of
foreign trade in value of product approach for trade sector. Allocations
arbitrary; any errors in imputation, however, likely to affect only inter-
sectoral distuibution and not total.

A.76. Other commerce and transport (para 4.22; Table 2). Income
method adopted here. Estimate of all persons engaged in commerce
and transport taken from estimate of distribution of total working force
in country. For incomes assessed for tax purposes, statistics secured
from Central Board of Revenue (CBR). Occupational classification by
CBR inadequate for present purposes, hence re-allocation made on a
priori grounds.*!  Jor untaxed incomes, distribution of all workers
among employers and employees made on basis of some evidence for
Bombay for pre-war years.!?” Ratio adopted may not be strictly valid.
On basis of estimated average incomes for different types of workers,
average rates of earnings applied. Avcrage earnings ol all employers
estimated at Rs. 2400 per annum. Above, though seemingly high,
not really so in view of proximate evasion of tax, particularly by
traders. Average carnings of employees estimated on basis of earnings in
comparable occupations and scattered information on the incomes of shop-
keepers, and petty traders, ete. Different sources of data utilized for this
purpose.l’3  Since available data not by any means representative, and

11 Taxed incomes taken from CBR records, mil taxed trading incomes (plus 10 p.c.
and 5 p.c. of salary incomes assumed as earned in trade and trensport respectively).

112 Report on an Inquiry into Wages, Hours of Works and Condition of Employment in
the Retail Trade of some Towns of the Bombay Presidency, (Labour Office, Government
of Bombay), 1936.

113 Averape income estimated at round figure of Rs. 720 por tlmnum, based on ‘Enqui-
ry into wages. .. .in the retail trade (in).. Bombay’, 1936 (soe footnote 112) and evail-
able data on shoplkoeepors incomes (Board of Teonomie Inquiry, Fast Punjab): Socicl
and Economic Survey of Refugee Camps in East Punjab, 1949, and Feonomic Condition
of Displaced Persons settled in East Punjab, Part I, 1949. Latter two indicate a much
higher averago incomo of petty shopkeepers, the first one indicates a slightly lower
average wage paid to shop assistants (figures adjusted for price changes).
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relate to localized enquiries, the figures of
been put at round notional figures. Publishers, booksellers, brokers, eom-
mission agents, ete., evaluated inthe same manner as all others in the trade
sector. Average earnings estimated at Rs. 720 for employees generally,
except for palki bearers and messengers (Rs. 860) and owners and tenders
of pack animals, cJephants, camels, ete. (Rs. 480). Average rate of wages -
for employees in trade sector appears high in comparison with some other
sectors, but it needs be noted that trained technieal assistants, cte., also
included in this sector; also, some miscellaneous seif-employing traders
included among employee category (e.g., hawkers, ete.). Total income of

all persons occupied in commerce and transportation thus estimated at
Rs. 14.2 abja.

average earnings adopted have

A.77.  Alternative estimate in respect of net value added by trade and
transportation, as follows. Method of approach: analysis of distributive
costs. Trade margins, devived from price spread between producer and
consumer for different proclucts, and for certain sectors on basis of directly
available information on net trade margins, are applied to gross value of
product entering into trade, for all commodities available in the country,
and adjusted for various costs and other deductions. Method briefly
detailed below. Trade margins adopted here refer to all trading incomes;
net income from trade relates not only to trading profits but also to
all wages and salaries earned, and also all interest income generated
in this sector. Since a good part of trade is financed out of short term
borrowing, the income of financiers and bankers, money lenders, ete.,
originating in trade sector, may be considerable.

A78, Detailed procedure of estimation as follows. )
Trade in agricultural-products: From estimate of gross value of product in
agriculture, approximate value of marketable surplus has been bll}lt up
for each crop on basis of information in MRs.  Where no MRS‘ available,
average rates of marketable surplus for similar crops applied. Evidence in
various research dissertations also made use of. On gross value of product
entering into trade, average net frade margins (including labour charges
for handling, packing, transportation, ete.), estimated at 5 p.c. for whole-
sale and 8 p.c. for retail trade, applied on basis of information available in
Foodgrains Investigation Commitiee Report.!'*  Assumption here that net
margins allowed by government apply for all traders in grains and other
agricultural products. Information Is available by different crops, for
different provinces, and in respect of locally grown and imported food
grains; but above refinements not adopted in estimation, for reasons that
{1) information relates to margins allowed by government to rationed
grain dealers, which may not apply for normal trade channels, and (ii) as
exact disposal of commodities .and trade movements not accurately
known, overall simple average margin for estimated total crop disposal
has greater validity than weighted average, where weights are unknown.

A79.  All estimates are based on theoretical marketable surplus, and
no allowance (for trade margins) made for estimated re-purchase of grains,

: \ ] ittee, 195 Detailed information
114 it of the Foodgrains Invesligation Cemmrittee, 1930. : g
availu{)?lipgx'xctm{do murgi.usg atb difforent lovels, for a number of foodgrains all over India.

11
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especially by owners of small holdings,® for two reasons: (i) existencé
of (interest free) crop loans™® in rural areas makes difficult any assess-
ment of amount of re-purchase at higher price by cultivator, and (i) these
re-purchases are largely of nature of loans from village bania, and interest
income arising out of such loans independently estimated, as income of
money lenders (see below). o

A.80. Detailed cheek of above trade margins is not possible by analy-
sis of price differentials because available retail prices of foodgrains collect-
ed by Labour Bureau (LB) generally relate to subsidized prices (especially
for Bombay, coal fields of Bihar, ete.; coverage of LB statistics also re-
lates generally to these areas). Above estimate of trading incomes of
foodgrains likely to be under-estimate, as no allowance made here for black
market transactions. Some seattered information on spread between
controiled and open market prices for a few commodities available for about
a dozen centres,'™ simple average percentage differential for all commodi-
ties in all centres being roughly 40 p.c. (maximum differential observed,
roughly 300 p.c.). No allowance made for these mark-ups as total quan-
tities purchased at black (or open) market prices unknown. However,
since these prices relate to only a few wurban centres, degree of under-esti-
mation not likely to be very great when considered in background of total
transactions in country. Present estimates, however, subject to above
under-estimation,

A.81. In respect of other agricultural products, for oilseeds, cotton,
jute, ete., no retail margins allowed, as these products largely sold direct
to factories by wholesalers; in view of large number of middle-men, however,
wholesale margin applying for foodgrains (ie., 5 p.c. of value of product)
doubled for trade in eotton and jute (i.c., estimated at 10 p.c.). Margin for
cilseeds estimated at 5 p.c. on basis of MRs and other sources.’8 For
fruits and vegetables, trade margin of 8 p.c. for wholesale®and 13 p.c. for
retail applied arbitrarily, on hasis of scattered price differential analysis
and MRs.1?*  Comparatively lower margins allowed here as compared to
MRs because value of product in present estimates based on harvest/
wholesale prices; corresponding producers’ prices in MRs much lower,
and allowance therefore made for above likely over-estimation it value of
product. (As actual producers’ net prices not available in sulficient detail,
dilliculty overcome by defining value of agriculture as inciuding anecillary
activities, including crop marketing). For sugarcane, no trade margin
allowed on quantities supplied to factories and evaluated at statutory

115 D, 8. Chauhean (Unpublished Ph.D. thesis, Agra University) finds that in U.P.
n 1844.45 season, roughly 198 p.c. of marketable surplus soid affer harvest, roequiring
+ (theoretical) re-purchase of 98 p.c.

110 E.g., paddy loans in Bengal. Sce Bengal Pa.zldy and Rice Enquiry Commstiee Report,
939. See also mimeographed Report on Rural Tndebtedness, West Bengal, 1946-47 (IST).

17 Por open market prices for cereals, sugar, ete., data made available by LB, These
re prices collected in connection with working class cost of living index.

118 E.g., J. C. Bahl: Qilseceds Trade in Indic, 1938,

119 MR trade margin figures consistently higher than marging adopted here;
ason, use of different producers’ prices. Work on prico spreads also reveals larper
p between producer and consumer prices. However, since fruits, ete., are perishable

mmodities, lower ‘margins adopted in ' view of high distributive costs (to seller) and
wwes due to deterioration in quality.
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prices; for balance (i.e., for gur) a trade margin of 13 p.c. applied. Among
drugs and narcotics, for tea, coffee and rubber, marketing expenses dedue-
ted in agriculture (see earlier) included here as trade(and transport)incomes
subject to overall deduction for goods earnings of railways (see below).
Above allows for wholesale margins only; hence, percentage mark-up
of 5 p.c. for retailing of these products. For other drugs and narcotics,
and for all other crops, overall margin of 15 p.c. applied. For drugs and
harcotics, a 15 p.c. margin likely to be serious under-estimate because of
unusually high profits in trade in narcoties. Tradc in intoxicants {like
toddy} included under trade in products of small enterprises (as toddy
brewing, treated as a small enterprise).

A.82. Similar procedure applied for all other products. For livestock
and livestock products, value of net product entering into trade estimated
for all livestock products (except for meat, ete.’?) on basis of estimates of
marketable surplus as given in MRs. 85 p.c. of marketable surplus assumed
to have been sold locally or in nearby village hafs with a trade margin of 20
p.c. on producers’ price.  For balance of 65 p.c. of marketed produet,
margin of 50 p.e. applied. Above margins applied on basis of evidence in
MIRs, technical studies on milk distribution and dairying, ete.11

A.83. For minerals, entire gross product of industry (less coal consumed
in coalfields,ete.) is assumed to have been marketed, with a trade margin of
25 p.c. (on basis of trade margin on small enterprises in mineral products).
This may lead to over-estimation in so far as in industries like iron and
steel, iron ore is converted into pig iron and later into steel by same com-
pany, and as such, no trade margin may arise for the mineral product.
However, order of magnitude, not significant.

A.84. TFor forest products, 75 p.c. of produce assumed (arbitrarily)
to have been marketed, with trade margin of 60 p.c. on basis of existing
profits in timber industry,’*® and because timber is largest item among
forest products.

A.85. For products of factory establishments (manufactures), estimates
of trade mavgins on basis of information relating to margins under
various price control ordinances, received from Ministry of Commerce and
Industry,!2® scattered information in various Tariff Board reports, and
lastly, information supplied by certain well-established business and trad-
ing houses, on promise of secrecy of names and prolit margins for 1nchvui.un}
products. Some average trade margins may here be indicated: textiles
14 p.c.; engineering 40 p.c.; minerals and metals 23 p.c.; «fo‘od‘, drink and
tobacco 20 p.c.; chemicals and 'dyes 25 p.c.; paper anc_l printing 20 p.c.;
wood, stone and glass 40 p.c.; skmg and hides 25 p.c; mlseellm_leoug 20 p.c.
Figures rounded ofl, as data available at best rough approximations. In

120 No trade margin on meat boeaude little wholesalo/retail trade in meat I?ut trado in
animals, Value of meat, howovor, includes (largely) all intermediate value (in shape of
trade) embodied in moat.

121 Indian Journal of Agricultural Economics, March 1950.

122 On availablo information, (gross) profit rates highor (roughly 100 p.c.). 60 p.c.
has boon taken (as a consorvative ostimate) sinco n.vmln.blfa information }‘olnt-es to large
woll-ostablishod concorns ut Kanpur, and may not be quite representative.

123 Tnformation received from Ministry qf Commerce and Industry and taken out of
gazetto notifications and prico control ordinancos,
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most cases information on one or two industries generalized for enti
group, as information on all produets or even all industries, not availabl
All margins on ex-factory prices. Analysis of differential between e
factory and retail prices {on basis of ex-factory values given by CM) possib
only for a few commodities as (1) coverage of available retail prices limited!
and (i) product values given in CM relate generally to heterogeneaus pic
ducts and not to specific qualities.?®s .

A.86. For small enterprises {factories not covered above and cottag
industries) scattered information has been taken over from a number ¢
sources;!?® where no trade margins available, those for factory establist
ments assumed to hold good. For products of small enterprises, followin
estimates made: 15 p.c. of gross product of textiles (handloom, ete.) assunm
ed to have been retained by producer; of balance, 50 p.c. sold locally wit.
margin of 20 p.c. and 50 p.c. sold in urban market with margin of 35 p.c
For hides and skins, trade margin put at par with margin for factory pro
duets (i.e., at 25 p.c.). For buildings, ete., 25 p.c. of value of output assum
ed to have been contributed by building and constructional activity. C
balance, half sold locally at margin of 20 p.c.; margin for urban sales 4
p.c. TFor metals, ete., overall margin of 15 p.c. For chemicals and dyes
margin taken at 12.5 p.e. For food, ete., retention estimated at 15 p.c. ¢
product, and entire balance sold with margin of 15 p.c. All others lumpe
together as miscellaneous and insufficiently described industries; reten
tion of these 10 p.c.; balance sold with overall margin of 25 p.c.

A.87. For all imports, overall margin of 40 p.c. has been applied
except for articles wholly manufactured, living animals, ete., for whict
margin of 10 p.c. applied.'*”

A.88. No trade margins allowed on value of product of electricity
generation,'®® as production and distribution functions combined by elec-
tricity companies, and valuation of output on basis of sale value of electri-
city. For film industry, estimate of income of distributors and exhibitors
made on basis of figures of gross box office takings. less taxes, allocated
between producers (including artistes, ete., employed) and distri’bu’rors and
exhibitors. Deduction of 10 p.c. for costs. l

A.80. Analysis of available data on different types of prices of same
product indicates in general higher ratios than accepted here, Likely under-
estimation of income in trade sector may be offset by depreciation (of
furniture, ete.) and {minor) costs on materials (e.g., for packing), ete. No

124 Reotail prices available for about 55 centre i
3, but composite commodit: t aati
factory from present point of view. Data col o King e
cost of living index. coliectod by LB for purposes of working class
125 Retail prices available by s

by working s, pecifie qualities (usually coarse quality goods used

126 Sep footnote 99. Information on trad rgi i
99. In o margins available especi i i
gvzx::y} l.éumlll’rgbien? mdM adras, and B. V. N agra.yunas:vam; %[;?CCILE}-HYR;;oriﬁz?]?E;
ourt of Enguiry into C i idi ] ;
Gourt of B g194 7J onditions 4n Bidi, Cigur, Smrﬁ, Tobacco curing and Tanning

127 Net trading profit margin allowed b ;
L y government on import
between 5 and 10 p.c. Allowing for other income pnymelntéj :‘n:roﬁr?s? r;zr?lif%}gcg)ds
Percentaege mark-up on landed c.i.f, cost much higher. ’ & He tgher.

128 Data available on value of sales of electricity to ultimate consumers

ceipts). Public Electricity Supply, AU India Statisties 1040 (gross  re-
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deductions made in respect of these costs of distribution, as all estimates
above biassed towards under-estimation. On overall basis, possibility of
under rather than over-estimation for trade sector.

A.90.  Apart from above trade margins, certain other incomes added to
net value of trade and transport, namely, passenger earnings of air, road
and river transport, mails earnings of air transport, and earnings of private
railway companies, earnings of hotels and hotel keepers, etc., earnings of
palki bearers and messengers in transport sector, publishers, book-sellers
and stationers. Income of money lenders in respect of non-agricultural
debt, and brokers and commission agents, ctc., also in this sector.

A.91.  Above incomes estimated as follows. Passenger earnings of motor
transport (including taxis} assumed to be half of passenger earnings of
railways. Passenger earnings of river transport assumed to be 2 p.c. of
railway passenger carnings. Passenger earnings of air transport estimated
on basis of passenger mileage of Indian air transport companies evaluated
at standard rate of 4 annas per mile. Larnings of airways companies
from mails, etc., carried, estimated similarly @ Rs. 1-8-0 per pound of
mail carried. Freight earnings of all transport companies omitted as trade
margins assumed to have included such earnings. For private railwayvs,
total employment estimated;!?® estimate of taxed incomes taken out of
income tax statistics from CBR; for balance of employment, income esti-
mated at Rs.720 per worker per annum?*®. Above likely to be an under-
estimate as interest, undistributed profits, rents, etc., completely missed.
However, not justified in accepting per worker net output rates for govern-
ment railways. Earnings of hotel keepers, etc., estimated as follows: esti-
mate of number of hotel keepers and others employed in this trade taken
from census occupation returns; income method adopted for estimate of
earnings of this category (see earlier). Estimates of income of palki
bearers, messengers and similar persons enumerated under transport,
publishers and booksellers, brokers and commission agents otherwise
unaccounted for, similarly based on inecome approach. (For method of
estimation, see A. 76).

A.92. Income of indigenous (rural) money-lenders also included under
this category because burden of rural debt on agriculturists either for
productive (agricultural) purposes or for consumption; mtcrest on former
treated as income generated in agriculture, but consumer debt interest
needs be reckoned as income generated in indigenous banking sector.!®!
In respect of indigenous money-lenders, no more refined techmquc\po;mble
than to take interest income as net income; cs!slmated as foliows.‘ hs_hmat,c
of debt in rural areas taken from various official enquirics and findings of
research dissertations.'®® Of total rural debt, estimated at Rs. 913.8 crores,

Report on Non-gazetted Railway Scrvices, 1048,

tigation Commitide . .
Lo L o ysis adjustod for employmont in government roil-

Estimato on basis of oceupation anal
ways gives comparablo figures,

130 See earlier footnote 113. . t'

[ rar i hele S tion purposes, the interes

i y art of rural debt is cont: .1("_ccd for consumption . tor

- Slln?gn?\:?:;%iaognccoxlntecl for in interest income genorr_i.tod in productive activity.

%le;l::zl neco;sity of taking into cognizance consumer debt interest.
' 1ST: Final Report: Rural Indebledness Enquiry

. stimated on basis of < M
dgigit’l‘;'l {i‘,;:};%’é’,ﬁf’;{.lgml\ﬁg“ppm Resurvey of Indebledness of Selected Villages (1945),
-ki)y k =2ail i =
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roughly 83.1 p.c. found to be for non-productive purposes. On this un-
productive debt of Rs. 758.5 crores, annual interest @ 12 p.c.}¥ gives
an annual interest income of Rs. 91.0 crores. Approximately 5 p.c. of total
rural debt supplied by co-operative societies; adjusting for this gives net
annual income of Rs. 86.5 crores to indigenous money-lenders. Necessary
to remember that not all of this income accrues to money-lender class;
landlords and larger tenants frequently lend to smaller helders. Iintire

income, therefore, cannot be assigned to money-lenders only, but tc money-
lending activity in rural arcas.i®t

A.93. Following deductions necessary for deriving net value of trade
and transport. Trade margins adopted for all traded articles except
agricultural products are inclusive of value of transport. Since railway
earnings separately estimated, railway earnings on all goods traffic (less
traffic in all agricultural products'®) excluded. Information culled from
Railway Board report.!® Repairs and depreciation of urban bullock carts'®?
and feed of all animals engaged in transport deducted. (Estimates takén
over from agriculture and livestock sectors respectively). Repairs and
depreciation of all heavy vehicles (lorries and buses) estimated on basis
of number and average value of these.13 Repair expenditure and depre-
ciation of commercial airplancs estimated from balance sheets and profit
and loss accounts of civil avaition companies made available by Directorate
of Civil Aviation.!% Repairs and depreciation of boats estimated arbitrarily
at 10 p.c. of passenger earnings. A deduction on account of smaller tra-
ding margins for exports—since trade margins applied to total domestic

Mysore; B. V. Narayanaswamy Naidu: Report of the Economist for Enquiry into the Rural
Indebiedness of Madras Province. ‘A report on a socio-economic survey carried out by the
Bureau in the Sarvodaya area of Ratnagiri distriet’, Builetin of the Bureau of Tcenomics
and Statistics, Bombay, Oct., 1949; G. D. Agarwal: Agricultural Credit Probiem in India
{data for U.P.; unpublished Ph.D. thesis, Agra University). Average of findings of all
above used after weighting for regions covered by them. Woighted average debt Rs.
- 31.9 per capita. Estimates relate t6 Woat Bengal (1946-47), Mysore (1945), Madras (1945),
Bombay (1948-49), U.P. (1948-49). All data unadjusted and subject to revision.

133 Awerage interest extromely difficuit to arrive at, varying from interest free loans
to 50 p.c. or higher rates of interest, Modal rate of interest, 12'p.c. Corroborated by ex-
perts in the RBI. No attempt to estimate weighted average (on basis of loans) as data
on debt classified by rates of interest not available except for West Bengal (Rural Indebt-
edness Enquiry, 1946-47).

134 Estimate relates to rural areas only. TUrban {consumer) debt interest (especially
for working classes) missed for lack of information. Since likely tendency to roduction

in rural debt (in view of high agricultural prices), no allowance made for under-sstimation
in respect of urban debt interest. Rrror involved unknown.

135 For agriculture, margins adopted from Foodgraing Investigation Committee Report
net of transporb costs. Labour incomes (for handling, ete.) included in trado margin.

136 Actual receipts for different typos of goods carried, taken from Report by
-the Railway Board on Indian Railways, 1948-49, V41, 11 (Statistics), .

137 See A.26. Rate of dopreciation for rural carts accepted for urban carts.
138 Number of lorries, trucks, etc., derivad from SA, 1949, adjusted for Indian Union

{date for 1947-48 adjusted for 1948-49 on basis of past trend). On estimated average
‘prico of Rs. 10,000 per vehicle, repairs and depreciation estimated at 15 P.C.

13% Actual repairs and depreciation estimated at 15 p-¢ from balance sheets for Air
India, I.N.A., Airways India, A.S.1., Bharat, Deccan, Indian Overscas and Kalinga

airways. Rough estimates made for Air India International, Ambica, Jupitor and
- Himalayan aviation.
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product entering into trade, and retailing absent for exports, although

wholesale profit rates higher—made @ 5 p.c. on total value of mer-
chandise cxports.}®  Finally, imputed deduction made in respect of ban-
king services performed free to trade sector. Net value of trade and
transportation estimated after above deductions. !4t

A.94. Professions and Liberal Arts (para 4.23; Table 2). Method based on
net carning per worker, as follows. All available material on monthly
and annual earnings brought up to date by making use of rate of
increase in factory earnings. Available information’? diverse and
regional and not to be construed as representative sample. Coverage in
respect of number of activities, however, large as indicated by list below:
professors, doctors, lawyers, teachers, hakims, vaids, petty physicians,
medical officers, house surgeons, matrons, public health nurses and sisters,
ordinary nurses, compounders, midwives, sanitary inspectors, trained dais,
pharmacists, dentists, orthodental surgeons, civil and mechanijcal engineers,
chemists, astrologers, jugglers, washermen, barbers and scavengers.

A.95. Data on ecarnings arranged by census suborders4® whenever
possible and weighted averages for census orders obtained, weights being
percentage of number (working foree) in suborder to number in order
(obtained on basis of Y-sample results). While activities within suborders
exhibit wide regional diversity in respect of qualitative characteristics,
earnings per worker supposed to be comparatively stable and likely to have
a population coellicient of variation not generally exceeding 50 p.c.
as can be surmised on analogy of earnings of workers in small enterprises. it
This cannot, however, be claimed in respect of variation of incomes within
orders, by which estimation ultimately made, and here population variabi-
lity may be much larger.

A.96. Thus, apart from error arising out of mistake in oceupational
distribution, error in respect of greater variability affects estimate in
this sector more than in small enterprises. Statistical material not ade-
quate for estimation of population variability, and as a result, notional
estimates of average earnings in orders obtained by drastic rounding off

146 Value of merchandise exports worked out for 1048-49 from Monthly Abstract
of Statistics, April 1950.

141 Black market profits not allowed for in presont ostimates. Apart from lack of
information, black market incomes may also bo treated as ‘transfor’ oarnings, and
hence omitted from national income estimation (same as incomes of thieves, burglars,
etc.). Adulteration may similarly be put on the same pla.pe as black matrket incomes.
Howover, presont calculations li_koly to lead to undor-ostimation on above counts in
respect of expendable personal income.

142 gome important sources used givon bolow. Rao: National Income of British
India: 1931-32; Desai: Consumer Expenditure in India, JRSS, Vol. CXI, Part 1v;
ILG, Sept. 1949; Report of U. P."Pay Commission for Employees of Local Bodics,
1949; Farm Accounts of Liast Pungfab, 1943-46 to 1947-48 (Punjab Bogu'd of Teonomic
Inquiry, 1949); Social and FEconomic Survey of Refugee Camps in East Pun jab,
1949 (Punjab DRoard of Economic Inquu‘y);_Blhar munimum  wage logislation,
Minimum Wage Act (notification of March 14_, 1950); Report of the Health Survey and
Development Commitiee, 19406; Socio-economic Swurvey of Poona, Goklml_o In§tit‘uto
of Politics and IKconomics; Thomas: 4 Resurvey of Somfa.South‘ Indaan._ _I"'zllages;
Labour Investigation Conunitice Report on labour conditions in municipalities;
ete,

143 See enrlicr footnote 2.
144 See earlier A.64.
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of averages actually obtained. Procedure used arbitrary but round figures
of average earnings preferred to averages given by unrepresentative and
biassed small samples. While above generally true, detailed procedure and
exceptions in certain cases noted below.

A.97. Income in law taken as equal to income in medicine on basis of
evidence supplied by Poona survey as no material available for its estima-
tion apart from above. In medicine material available is thorough and proce-
dure indicated earlier fully applied. But abundance of material led to intra
suborder combination of figures (e.g., incomes of orthodental surgcons,
qualified dental surgeons and just dentists, and this done by arbitrary
weighting by 1,24 and 75). Similar procedure adopted also for other sub-
orders but need not be detailed here.13 Data on income in religion nieagre
and comparable figures based on work by Rao and Desai put in use after
adjustment by earnings index.

A.98. Inletters, arts and science,material available for only four suborders
out of nine suborders given in census. Activities covered as follows: (i) ar-
chiteets, surveyors and engineers; (il) scientists, ete; (iii) horoscope casters,
astrologers, fortune tellers, ete., and (iv) conjurers, acrobats and jugglers,
ete. For teaching, material taken entirely from Ministry of Education and
income of teachers arrived at by taking 65 p.c. of direct expenses of
education on advice of the Ministry. Average income of persons other than
teachers in this order taken at 80 p.c. of teachers. Apart from five
orders of census subclass VIII considered above, three suborders of sub-
class III also considered here. Variability within each suborder low as
noted earlier and hence estimation more accurate in these cases.

A.99. Forscavengers, material on lowest paid conservancy staff available
for 14 municipalities!®® and this almost invariably relates to scavengers
though there are a few exceptions. Some other sources also used as check.14?
For barbers and washermen material collected from various sources. Net
income generated in the sector obtained by multiplying average income
for an order {or suborder in case of washermen, ete.) by number in working
force. Sum of all above professional earnings gives net income generated

143 Some detaiils of caleulation given helow: In religion,adjustment for data not relating
to 1948-49 by half the rate of rise in earnings of factory workers. Average income in
medicine worked out as follows: earnings date first grouped under categories: (i) regis-
tered medical practitioners, (ii) other persons practising healing art, (iii) dentists, (iv)
midwives, nurses, etc., and (v) veterinary surgeons. Earnings of other persons practising
healing art estimated by taling straight average of earnings of hakims, vaids, compoun-
ders, pharmacists and health assistants. Method followed for dentists already explained.
Earnings of midwives, nurses, etc., ealeulated by taking straight average of all relevant
information, while earnings of veterinary surgeons equated to those of midwives in
absence of soparato data. In letters, arts and science, out of 9 suborders adopted in
census, data available for only four, viz. (i) architects, surveyors, enginecrs, ete., (ii)
scientists, ete., (iii) horoscope casters, asirologers, fottune tellers, ete., and (iv) conjurers,
acrobats, jugglers, etc. Income of 50 p.c. of engineers taken at Rs. 3139 per year
being straight average of earnings data used. Romaining 50 p.¢. assumed to earn Rs.
1168 per year on basis of income of lower paid persons. Income of sciontists taken as
equal to f,h.ut of‘engmeers. Income in category (iii) estimated by taking straight average
of all earnings in the category, and income of conjurers, etc., worked out on basis of
average earmings of jugglers furnished by Punjab Board of Economic Inquiry, on
gssumptlon that on an average such persons are effectively employed for only six months
in a year. i

14¢ TLG, September 1950,

147 See footnote 142.
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it this sector. Income estimated relates both to taxed and untaxed per-
sons.  Taxed income amounts to Rs. 81 crores taken from income tax
revenue statistics for 1949-50 (since business income of any year assessed
to tax only next year) and part of taxed non-government salaries relating
to 1948-49 (since all salaries taxed on PAVE basis); exact amount of taxed

(salary) incomes, however, not known as no break-downs available in CBR
tax data. *

A.100.  Alternative method as follows: NSS data on average income
from all services (except domestic service) per household available from 307
rancdom villages all over India for 1949-50 adjusted for 1948-49 prices,
used to estimate entire rural income of professions and services, Urban
counterpart for religion, medicine, scavengers, barbers and washermen
estimated from data on consumer expenditure in urban areas for
middle class and working ¢lass families (Ministry of Commerce middle
class family budget survey of government employees, and working
class family budget surveys conducted by Ministry of Labour). A straight
average of expenses taken in cach case to take cognisance of higher income
groups not covered. Number of urban households obtained on basis of
estimated urban population and average size of household in 1941 Census;
this is regarded as population parameter estimated by corresponding sta-
tistic and hence immune to sampling error. Validity of procedure, how-
ever, partially vitiated by lack of complete identity of concepts of census
houses and households as defined in budget surveys. Estimated consumer
expenditure adjusted for costs in suborders medicine, washermen and
barbers, deductions being 20 p.c., 10 p.c. and 6 p-c. respectively, the
first figure arbitrarily and next two caleulated on basis of data given
by V.K.R.V. Rao. No cost associated either with religious scrvice or
with scavenging.

A.101.  Basic material used so far is completely independent of that
used for inconte approach, but independence of two methods not complete
in as much as urban incomes for remaining items dependent on income
approach followed earlier. For law, _Iettersz arts and science, and medicine,
aggregate estimate arrived at earlier split up between urban and rural
areas by making use of occupational distribution for such arcas given by
Rac and assuming average urban income double the average rural income.
Figures given by Rao adjusted by a shift of 5 p.c. towards incrcased
urbanization. Method adopted very unsatisfactory because current position
as regards level of urban and rural incomes, as well as distribution of pro-
fessions between urban and rural areas may be widely different. Net
cffect of considerable error in both would, however, result in small
error in sector aggregate. Income in instruction split up between urban
and rural areas more satisfactorily by making use of total expenditure on
education in urban and rural areas (source: Ministry of Education). All
urban incomes summed to give urban aggregate which, added to rural
aggregate gives income generated in the sector. Esﬁinmte arrived at by
this method not widely different from estimate obtained by first method.

A.102.  Public authorities scctor (para 4.24; Table 2). Public autho-
rities, for present purposes, defined as including central government,
class A, B and C States, local authorities including mumnicipalities,
district and local boards, and port trusts. .Accosmts of central govern-
ment based on figures ol actuals for 1948-49 given in budget of central

12
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government for 1950-51 and Demands for Grants, 1950-51. These also
inelude accounts of centrally administered areas of Delhi, Ajmer, and
Andaman and Nicobar Islands. For all class A States and four class
B States (Mysore, Hyderabad, Saurashtra and Travanc?re-Coqhm) budget
publications for 1950-51 give actuals for 1948-49. For Rajasthan and
Madhya Bharat, budget estimates for 1949-50, for PEPSU revised estimates
for 1949-50 and for Jammu and Kashmir budget estinmtes for 1948-49
utilized in absence of accounts for 1948-49. Vindhya Pradesh, Bhopal,
Himachal Pradesh, Manipur, Tripura and Bilaspur which have since become
centrally administered, not covered by accounts of the central government
for 1948-49. Similarly Baroda (now merged with Bombay) and Rampur
and Tehri Garhwal (now merged with Uttar Pradesh) not covered by
accounts of Bombay and U.P. Information obtained directly from these
States. Details inadequate. Order of magnitude, however, insignificant,
being less than 2 p.c. of total. For municipalities and district and local
boards, latest figures of income and expenditure available for 1947-48 (SA,
1949). Data for 1947-48 incomplete as they exclude U.P., East Punjab,
Madhya Pradesh, Assam, Ajmer-Merwara, Delhi and Bangalore. Figures
for 1946-47 therefore taken instead. Iiven so, available statistics for 1946-
47 cover roughly 70 p.c. of urban population. All figures therefore
proportionately marked up for under-coverage. For port trusts, detailed
information available from annual accounts of Port Trusts of Bombay and
Madras and Port Commissioners of Calcutta. Total magnitude of all local
authorities and port trusts contribution (to national income), roughly 6 p.c.
of total government sector.

A.108. Classification of government transactions,’*® for purposes of
national income estimation slightly different from that followed in budget
accounts. Bach item of government revenue and expenditure examined
and re-classified, in order to bring out government’s net contribution to
national income, government’s share in gross capital formation, govern-
ment’s subsidies and transfer payments to augment private income, and
finance of all government activities of above types. Thus, for instance,
increased note-issue  being an instrument of tapping ‘forced savings’
—treated as borrowing. Building and construction activity, even when
included in revenue account of budget, treated as capital expenditure.
All defence expenditure even when of a capital nature, treated as current
expenditure, since capital assets acquired for defence assumed not to form
part of productive resources of community. All outlay on civil works
(debited to revenue account in budgets) treated as capital expenditure; all
income from civil works treated as income from property. Distinction also

148 Valuation of government activities and share of government in national income
genoration is complieated by fact that product of government services are not directly
paid for, and part of these may be intermediate sarvices embodied in product of private
sector. At outset, therefore, government activitios split up into administrative and
(:orrgrrllercnilI activities. Latter comprise of all schemes intended to pay their way ulti-
}nu ely. Hence apart from enterprises run by government, trading departments like
t%rebst, I‘_ﬂliwf:tyﬂ, )'f?os.b and tolgg_rqph, also treated as commercial netivities, in the sonse
t guslplg::tlecrs' ?c t,he;;'e activities have to be paid for before use; these, therefore, ch-
vi eon),;umor nll{gwnof fonal produet. Government (ndministration) appears primarily
Sovartmonts nood ]0\ er, income of persons employed in government administrative

P nts needs boe reckoned. Hence, outpul of government, by convention, taken

to equate wages and salaries paid b i
; ) y all government administrati
Government serviees thus valued at cost of %hese services, ministrative departments.
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?adefbetxvecn expenditure on commodities, expenditure on services and
§alns er payments. Government’s administrative functions and commer-
clal activities also distinguished. All government revenues re-classified on

eponomm basis, as direct or indirect taxes, fees, transfer receipts, income
from property, and borrowing.

A.104. Govesnment expenditure on wages and salaries culled from
budget accounts. Segregation of government (administrative depart-
ments) expenditure on services from expenditure on eommodities to some
extent arbitrary. Where establishment expenses not specified as wages
and salaries and purchase of materials, or where miscellaneous or contin-
gent expenditure not elaborated, rough allocations of expenditure between
commodities and services necessary. For some class B and C States where
only heads or departments of expenditure given without further details,
average percentage distribution in all other States adopted.'® Order
of magnitude of such arbitrary allocations not significant {roughly 3 p.c.).
Wages and salaries paid out by all government administrative departments
estimated as follows: (i) civil administration and miscellaneous departments
Rs. 2.8 abja, (ii) defence Rs. 1.2 abja, and (iii) government (administrative
departments) capital expenditure Rs. 0.6 abja. {Total wages and salaries
Rs. 4.6 abja). Details of derivation of cach table as follows.

A.105. Current account of public authorities : administration : 1948-49
{Table 9). Details of each item!’® as follows.

Civil administration (9,1). Cost of collection of taxes (budgetary definition:
direct demands on revenue) (Centre Rs. & crores, class A States Rs. 11
erores, class B & C States Rs. 7 croves; total Rs. 26 crores); expenditure on
civil administration (general administration, administration of justice,
jails and convict settlements, police, ports and pilotage, scientific depart-
ments, education, medical, public health, agriculture, veterinary, co-opera-
tion, industries and supplies and miscellaneous departments. Expendi-
ture under these heads shown net of all transfer payments) and currency
and mint, net payments in aid of superannuation and pensions
(Centre Rs. 87 crores, class A States Rs. 147 erores and class B & C States
Rs. 58 crores; total Rs, 242 crores); administration of municipalities, district
and local boards and port trusts (Rs. 58 crores). Curreney and mint have
been treated as administrative departments. Pensions, cte., shown as item
of current expenditure because (i) no separate pensions fund maintained,
contributions to which could be treated as current expenditure, and (i)
pensions are related functionally to period of service aud pay of incumbent
while in service, and hence cannot be treated as old age pensions, but have
to be treated as deferred payment for past services. Politieal pensions,
however, excluded and shown as transfer payment.

Defence (9,2). All defence expepditure, including defence capital expendi-
ture (Centre Rs. 268 crores, class B States Rs. 11 erores; total Rs. 279 crores).

149 Wages nnd salaries and purchase of commoditiqs of government civil departments
in clags A Statos, roughly 80 p.e. and 20 p.c. respectively. .Allocn.t‘mns made on above
basis. For defence, pay and allowancos of armed forees derived as a residual after de-
ducting purchases of stores, ete., from total expenditure.

150 The derivation of important items (in tabl‘es) is explained below. The ﬁrsb‘numb@r
within brackets gives the soripl number of the Table, and the second number gives the
serinl number of the item. Thus, for instanco, (9,3) designates item 3 of Table 9.
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ned forces estimated at Rs. 117

Out of this, pay and allowances of ar 1
crores as residual after deduction of all purchases of stores and materials

from total expenditure.
Miscellaneous (9,3). Expenditur
and extraordinary expenditure;
the members of the royal family ( C
crores, class B & € States Rs. 12 crores; total Rs. 25 crores).

(9,4) Total expenditure on commodities and services Rs. 6.3 abja. Broken
up into expenditure on commodities Rs. 2.8 abja, and on services Rs. 4.0
abja. For central government and class A States, distribution of expendi-
diture between commeodities and services for civil departments deduced
from analysis of budget accounts. Percentages for Centre and class A
States applied for allocation of expenditure of class B & C States and
Jocal authorities; see earlier chapter 6, Table 12.

(9,5) Grants-in-aid to industry, agriculture and co-operation; grants for ecivil
aviation; losses on supply of imported foodgrains {Centre Rs. 28 crores,
class A States Rs. 2 crores, class B & C States Rs. 4 crores; total Rs. 34 cro-
res). Losses on imported foodgrains shown here as subsidy rather than as
transfer payment (to consumer).

(9,6) Famine relief; educational scholarships and stipends; transport of
and relief to displaced persons (Centre Rs. 15 crores, class A States Rs. 10
crores, class B & C States Rs. 1 erore; total Rs. 26 crores).

(9,8) Surplus on current account shown here, different from budgetary
surplus.  Denotes only surplus of funds drafted by government (for admi-
nistration) over administrative departments’ current expenditure.

(9.10) Corporation tax includes Excess Profits Tax (Centre Rs. 63
crores, class B States Rs. 2 crores; total Rs. 65 crores). '

(9,11) Taxes on income other than corporation tax; agricultural income
tax; immovable property tax (Centre Rs. 78 crores, class A States Rs. 49
crores, class B & C States Rs. 6 crores; total Rs. 183 crores). Urban immo-
vable property tax actually a direct tax on capital, but magnitude too
small to be shown separately, and hence lumped here. }

(;),}3) (Centre Rs. 126 crores, class A States Rs. 1 crore, class B & C
tates Rs. 12 crores; total Rs. 189 crores). ’

fﬁi)‘t})] gﬂ(clticczjer; re?t of excise shops. Thesc payments not treated as rental

Fxcise Act forei' rom property), as in effect, these rents realized under

P icence to sell liquor. (Centre Rs. 52 crores, class A States
res, class B & C States Rs. 22 crores; total Rs. 107 crores).

(9,15) (Centre Rs. 2 crore :
; . s, class ATSt: ¢
Rs. 2 crores; total Rs. 20 crores), dteS‘RS- 16 erores, class B & € St

e on stationery and printing; miscellaneous
privy purse to rulers and allowances to
Clentre Rs. 2 crores, class A States Rs. 11

9,16 x : Lo .
( ) Treated conventionally as an indirect tax. Shown net of all rent

receipts (Centre negligible, el ; 5
Rs. 17 crores; total %{s. 42 a‘frsm{ts?.t #tes T 25 crores, las T3 & € States

9,17 ols ion: :

£ax; laﬁ:b;::a tli‘é‘?;olrecelpts :lnder Motor Vehicles Act; entertainment

local boards ;md )ortc e:?’ rates and fees of municipalities, district and

crores, class B &ClSht ”111%5 (Centre negligible, class A States Rs. 55

Rs. 108 crores). All ates : s. G crores, ]ocztl authoritics Rs. 47 croves; total
‘ - All municipal fax receipts classed here as ‘Other indirect
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taxes and duties’. Alternative classification possible for some items
(e.g., taxes on houses and land may be treated as direct capital taxes).
Present procedure, following U.S.A. practice (source: unpublished mimeo-
graphed notes on method of national income estimation supplied by
National Income Division, U.S. Dept. of Commerce; also Supplemeftt
to Survey of Current Business, July 1947).

(9,19) Receipts of various civil administration departments of central
and State governments (justice, jails, police, ports and pilotage. education,
me_dlcal, public health, agriculture, vecterinary, rural development,
animal husbandry, co-operation, industries, ete.) and of municipali-
ties and port trusts, (Centre Rs.7 crores, class A States Rs. 17 crores,
class B & C States Rs. 6 crores, local authoritics Rs. 8 crores; total
Rs. 88 crores). This, and the next item, miscellaneous fees (i.e., 9.20),
create difficulties in classification for following reason. Large part
of civil administration receipts of nature of fee, in return for some service
performed. These, according to accepted international practice, treated
as receipts of government’s commercial activities, a corresponding dedue-
tion being made from expenditure side of department concerned,
the fee being treated as falling under purview of government commercial
activity. Difficulty in following above procedure: (i) these payments not
always separable, and (ii) fees may often include elements of indirect taxes
as well as payments for services rendered. Hospital receipts case in point,
where free treatment provided to poor; on other hand, fees realized in edu-
cational institutions not of nature ol tax. For above reasons, all fees
cannot be classified as indirect taxes; nor as receipts for services rendered
on commercial basis. Hence in present context, fees shown independently
of other revenues of government; for purposes of accounting, categorized
as a type of indirect tax. For purposes of clarification, all miscellaneous
fecs and civil administration receipts analysed in detail, item by item for
all States, and categorized as indirect taxes and as fees [orservieesrendered.
Details available for all class A States and all major class B States; for
others, ratios obtained from these States applied. On this basis, receipts of
the nature of taxes Rs. 29 crores, while receipts of the naturcof fees Rs. 42
crores (Rs. 0.3 abja and Rs. 0.4 abja respectively). For States for which
detailed information available, receipts of nature of taxcs Rs. 539 lakhs;
fees Rs. 766 lakhs; unclassifiable items Rs. 1024 lakh‘s. Above brcn_k—downs
i.e.(Rs.0.3 and 0.4 abja) on basis of ratio o taxes to fees as u!)ovo(u39:766).
However, above analysis is not carried to logical conclusion because (1)
facilities like education, health, ete., now recognized as duty ol state to
provide, and facilities for thesc may not be treated as state cnterprises.
TFor present-purposes only projects cx].)cctcd to pay their way treated as
commercial activities; (ii) treatment of these fees as receipts of com-
mercial enterprises would necessitate corresponding (offsctting) deduce-
tion under these heads from gpvernment expcn'dll'ure: qnd hoth reccipts
and expenditure shown under qommcrpuﬂ enterprises. This procedure _would
vitiate picture of both administrative expenditures andd activities of
commercial enterprises (fees’ part of enterprises being valued at cost
—_a definition valid for government administration pnly)_. However, al-
ternative accounts casy to set up fro‘m broad_ de}:mls given abgwc re-
garding break-downs of miscellaneous tees into indircet taxes and fees.

(9,20) Misecllancous and extra-ordinary reccipts of central and State
’.i ¥ H ' al 0 N ae LTRY 1 ~
governments and port trusts; deflence and civil defence receipts; receipts
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from stationery and printing (Centre Rs. 16 crores, class A States Rs. 7
crores, class B & C States Rs. 7 crores, local authorities Rs. 2 crores; total
Rs. 32 crores). Textual discussion under (0,19) applies for this item also.

{9,28) See under (10,13).

(9,24) See under (10,14).

(9,26) (Centre Rs. 2 crores, class A States Rs. 3 crores, class B & C States
Rs. 4 crores, local authorities Rs. 1 crore; total Rs. 10 crores).

(9,27) Receipts from civil works and buildings; rent of fisheries; receipts
from investments, rent of lands and receipts of municipalities from market
and slaughter houses; ground and shed rents received by port trusts (Centre
Rs. 1 crore, class A States Rs. 8 crores, class B & C States Rs. 2 crores,
local authorities Rs. 6 crores; total Rs. 12 crores).

(9,29) Interest payments on (unproductive) national debt treated as
transfer payment and not part of national income and hence shown as
negative item on revenue side of government’s current account. IForms
part of personal income. Net unproductive debt interest only shown here,
interest on railway and other productive debt being interest income gene-
rated in railways, ete. Gross government interest payments (Centre Rs. 63
crores, class A States Rs. 5 crores, class B & C States Rs. 2 crores, local
authorities Rs. 4 crores; total Rs. 74 crores) less interest transferred to
railways Rs. 23 crores, post and telegraph Rs. 1 crore, industries Rs. 2
crores and irrigation Rs. 2 crores; total deduction Rs. 28 crores; net natio-
nal debt interest payments Rs. 46 crores.

A.106, Current account of public authorities : enterprises : 1948-49
(Table 10). Gives the operating (and appropriation) account of government
enterprises, comprising of all schemes which are intended to pay their
way ultimately. They cover central, State and port trust railways, post,
telegraphs and telephones of central and State governments, forest depart-
ments, productive irrigation works, water works, commercial transactions
of salt department, operations of government opium factories, road trans-
port schemes, electricity schemes, government industrial and mining
concerns, state enterprise in sericulture {Jammu and Kashmir), commer-
cial activities of port trusts other than port railways, and all other
commercial and trading undertakings operated by governments. Accounts
of railways shown separately and others lumpeél together, being of small
order of magmtude_ individually. Table 12 given in cl)al;ter 6 shows the
accounts of enterprises separately. Details of cach item as below.

(10,1) Cost of coal and other fuel; purchase of stati y
other materials (Rs. 42 crores). : . ationery and stores and

(10,2) Purchase of stationery and stores b ‘

), : ] s, by post and telegraph depart-
ment (Rs. 5 crores), of materials by forest departments (Rs. lrz:ro]re), of1 pet-
rol and other materials by government transportscrvice (Rs. 1 crore), of
materials by industrial concerns (RRs. 2 crores) and of materials by irriga-
tion departments (Rs. 1 crore); total Rs. 10 crores. ) ;

(10,4) Pay, allowances and contributions 1 i ’
[(10.4) Fay, al : } s to provident fund of the stafl
;If‘a]i}]llliggg Ig(c))?/li:}isgd cc'ntmii State and port trust railways, and loss on
: s grains al concessional rates to t e .
AT A, s o the employees of the
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(10,5) Salaries and allowances paid by all other government enterprises.
Post and telegrqph (Rs. 24 crores), forest (Rs. 4 crores), road transport
{Rs.2 crores), industries including electricity schemes (Rs. 8 crores),

irrigation (Rs. 4 crores), mining and trading concerns (Rs. 1 crore); total
Rs. 38 crores.

(10,7) Interest on capital paid by central and State railways. These
payments shown as part of working expenses in the accounts of railways
and as deduction from ‘interest on debt and other obligations’ in the
budgets of central and State governments. These, therefore, treated. as
payments to private sector through government debt services. (Rs. 23
crores). See also (9,29). ‘

(10,8) Of the same character as (10,7) above. Post and telegraph (Rs. 1
crore), industries including electricity schemes (Rs. 2 crores) and irrigation
{Rs. 2 crores). For others, interest payments negligible; total Rs. 5 crores.

(10,10) Transfer to Railway Depreciation Reserve Fund and 20 p.c.
of expenditure on repairs and maintenance treated as capital expenditure
and carried over to capital account (Rs. 23 crores).

(10,11) Post and telegraph: provision for maintenance of assets and
contribution to the Renewals Reserve Fund (Rs. 2 crores); forests:
provision for conservancy taken as actual expenditure (Rs. 1 crore); road
transport (Rs. 1 crore); industries including electricity schemes (Rs. 1
crore); irrigation (Rs. 1 crore); total Rs. 6 crores.

(10,18) Operating surplus of government railways transferred to govern-
ment (administration) revenue account. (Rs. 25 crores).

(10.14) Operating surpluses of all other government enterprises trans-
ferred .to government (administration) revenue account (Rs. 25 crores).
See (9,24).

(10,17) Gross earnings of passenger and goods traffic and miscellaneous

receipts (Rs. 232 crores). Miscellaneous receipts too small to be shown
here separately.

(10,18) Gross reccipts (post and telegraph Rs. 84 crores, forest Rs. 18
crores, road transport Rs. 5 crores, industries including electricity schemes
Rs. 12 crores, irvigation Rs. 16 erores and mining and trading concerns
Rs. 1 crore; total Rs. 84 crores).

A.107. Capital account of public authorities: administration and enter-
prises combined: 1948-49 (Table 11). Not possible to present separate
capital accounts for number of reasons. Since large number of commercial
enterprises shown here separately taken out of government revenue budget
(e.g., productive irrigation works), surplus on admlmstratlol}g cm:rcn,k
account, though useful concept, cannot be alloc.‘ated to z}dmmlstmtlpn S
and enterprises’ capital accounts; similarly with borrowing.  Combined
capital account shows all elements that _are separately estimable, e.g.
commercial enterprises’ maintenance provision. Details of each item as
below.

(11,1) Railways: appropriations from Depreciation Reserve Fund and
20 p.c. of expenditure on repairs and maintenance treated as capital ex-
penditure; expenditure out of Post and Telegraph Renewals Reserve
Fund; maintenance work of forests, irrigation anc_l lclectrmxty schemes and
expenditure on repairs for government electricity schemes. (Centre:
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railways Rs. 18 crores, post & telegraph negligible; class A States: forest,
irrigation and electricity Rs. 4 crores; class B & C States: forest, irrigation
and electricity Rs. 1. crore; port trusts negligible ; total Rs. 23 crores).

(11,2) Capital outlay by Centre: railways: works Rs. 13 crores, rolling
stock Rs. 4 crores, gencral charges Rs. 2 crores, stores Rs. 15 crores,appro-
priation from Betterment Development Fund Rs. 2 croresppost and tele-
graph Rs. 4 crores; industrial development Rs. 7 crores; multipurpose
river schemes Rs. 1 crore; forest, irrigation, ete., Rs. 1 crore (total Centre
Rs. 49 crores); class A States: irrigation Rs. 16 crores; electricity schemes
Rs. 9 crores; Toad transport Rs. 5 crores; industrial development Rs. 4
crores (total class A States Rs. 34 crores) ; class B & C States: irrigation
Rs. 4 crores; electricity schemes Rs. 8 crores; iron and steel, cement
and other industrial works (Mysore) Rs. 2 crores; (total class B & C
States Rs. 14 crores); total all public authorities Rs. 97 crores.

(11,4 & 5) No clear distinetion between maintenance expenditure and net
capital formation possible in respect of government (administration).
Expenditure on building and construction by administrative departments
treated here as capital formation. Minor repairs and annual contingent
replacements not included. Mainly civil works, original and maintenance;
capital works of various administrative departments; capital outlay on
lighthouses, roads; economic development of rural areas; expendituie for
new capital at Delhi (Centre Rs. 14 crores, class A States Rs. 41 crores,
class B & C States Rs. 16 crores, local authorities Rs. 10 crores] total
Rs. 81 crores).

(11,6) Purchases by the central government of shares of RBI and assets
of Delhi Transport company (Rs. 6 crores); purchase by State governments
of shares of industrial companies (Rs. 1 crore); total Rs. 7 crorves. The
item represents no net addition to capital formation for the community
as a whole but a transfer of capital from private to public sector.
There is, therefore, a corresponding negative capital formation in private
sector.

(11,8) See under (9,8).
. {11,9) See under (10,12).

(11,10) Net inerease in permanent debt, floating debt and unfunded debt
of central and Statc governments, in note issue by RBI and in loans raised
by port trusts (Centre Rs.245 crores, class A States Rs. 35 crores, class B&
C States Rs. 31 crores, local authorities negligible; total Rs. 3f1 crores);
Debt'r_azsed in England [Rs.(—)6 erores] and purchase of sterling pensions’
annuities by central government [Rs.(—)214 crores]; net rgceipts of
deposits and advances, suspense and remitfance, net transfers from various
funds less net advances relating to schemes of state trading; less net
increase in cash balances of all governments (Centre Rs. 78 crorés. class A
States Rs.(—)3 crores, class B & C States negligible, local authorities
Rs.(—)2 crores; total Rs. 68 crores); total net borrowing Rs. 159 crores.

A.108, Domestic service (para 4.25; Table 2). Sector defined as persons
covered by census subclass X. Income generated by domestic service
estimated by both income and consumer expenditure” method. "In first
method, average income of domestic servants, cooks, ayahs, cte., collected
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from various sources!® and national average of - these adjusted for price
change where data not current. Motor drivers, cleaners, ete., included in
subelass, however, have been segregated and average income arrived at
similarly by making use of available data. Aggregate of income in sector
obtained as product of average incomes and number in working force.

A.109.- Alternative method though not homogeneous (i.e., not based on
purely consumer expenditure approach) is completely independent. NSS
first round data based on 307 random villages adjusted to 1948-49 used to
estimate rural income in domestic service. Derivation of the number of
rural households explained in A. 112. Consumer expenditure in urban
areas based on middle class family budget enquiry conducted by Ministry
of Commerce. Average expenditure adjusted for price changes and multi-
plied by number of urban households (see A.110). No deduction for cost
necessary in this case to equate consumer expenditure with income.
National aggregate, sum of urban and rural aggregates. Estimate thus
arrived at not satisfactory particularly because of assumption that aver-
age expenditure per household in middle class families is representative
of the population under consideration. Working class budgets do not show
any expenditure under this head and hence not used, and upper class
budgets not available. Method can give correct result only if effect of ab-
sence of this expenditure in large number of working class families counter~
balanced by high expenditure in smaller number of upper class families
by lucky accident. Otherwise scope of considerable error. Approximate
identity of two completely independent estimates, however, adds to vali-
dity of aggregate, on assumption that this is not merely fortuitious.

A.110. Net income from house property {para 4.26; Table 2).
Net income from house property estimated as follows. Trends of
growth of urban population fitted to data available for undivided India
over 1921-1941, and extrapolated for 1948-49, Proportion of urban pepul-
ation in Indian Union area in 1941, 13.8 p.c. as compared with 12.8p.c. in
undivided India. Adjusting for increased urbanization in Indian Union
(but applying same rate of urbanization as in British India), urban
population in Indian Union in 1948 estimated at 15.6 p.c. of total popul-
ation. Allowing for increased urbanization during war, urban population
scaled up to 16 p.c. of total population in 1948-49. Total population thus
divided between urban and rural.

A111. Estimate of number of occupied houses in 1941, separately for
urban and rural areas for each State, taken from Census Paper No.’2.
Estimate adjusted for area corresponding to present Indian Union. ‘o
adjust for increase in number of houses since 1941, following procedure
adopted. Taking ratio of houses to population in 1941, expecﬂted number (31'
houses estimated for 1948 population. Onadvice of Census Commiissioner’s
office, number of houses assumed to have increased by only 25 p.c. and
50 p.c. of expected increase for urban and rural areas respectively. 'If‘otzfl
number of urban and rural houses thus estimated for each State. Eisti-
mate of number of houses in urban areas, however, not used directly for
estimation but only for checking. For urban areas, following U.K., practice

ni i refati i ral Labour Enquiry,
161 Ministry of Labour, unpublished data relating to Agr:cg:ltxxynl ) ¥y
1948-49; Labbc’mr In\festigz;,tion Committee roports, 1944‘;-!,5. Earnings in comparable
occupations made use of. See also footnotes 88 and 112.

13 }
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and method used by V.K.R.V. Rao, direct estimate of annual rental madé

on basis of collection of local rates and house taxes. Tax collections on
houses and land in 860 municipalities during 1947-48 (Rs. 705.88 lakhs)
taken from SA, 1949. Estimate for 1947-48 agsumed to hold _gpod. fOI‘
1948-49 for lack of more recent data. Population of said 360 municipalities
available for 1941; estimated at 20128 thousands in 1948, out of
total (estimated) urban population of 54566 thqusangls. ©On basis of re-
plies received from municipalities to NIU questionnaire, and snmla{i en-
quiries by V.K.R.V. Rao,’® average municipal tax rate estimated at 73 p.c.
of assessed annual rental value of house property. On above basis, esti-
mated rental for all urban areas Rs. 255.02 crores. Deducting 10 p.c.
for annual maintenance and house repair expenditure, net income from
house property in urban areas estimated at Rs. 229.52 crores.

A.112. For rural areas, average cost of building a house dpring 1949-50
(Rs.877) derived from first round NSS results for 125 villages. Data
adjusted for 1948-49, Total value of rural house property thus derived
for estimated number of rural houses (56696 thousands), and estimated at
Rs.4857 crores. Average rate of interest in rural areas, 12 p.c.l® How-
ever, for imputing rental value of rural house property, current value of
rural houses obviously an over-estimate as most rural houses built before
present inflationary rise in prices. Hence, value of imputed rentg,l, arl?l-
trarily halved (i.e. estimated at 6 p.c. on Rs. 4857 crores). On this basis,
gross (imputed) rental of rural house property estimated at Rs.292.4 crores.
Estimate of average annual house repair and maintenance _expenditure
based on 1552 households for 97 villages, also available from NSS (Rs.12.65
per household for 1949-50). Number of rural households estimated on
basis of average size of rural households in 1948-49 as given by Agricul-
tural Labour Enquiry (5.2 per household), and total rural population as
estimated earlier. Adjusting for- 1948-49, total annual maintenance
expenditure for all rural households estimated at Rs.68.1 crores. Deducting
above from gross (imputed} rental, net income from all house property
(urban and rural) thus estimated at Rs. 452.8 crores.

© A113. India’s balance of internalional payments (para 4.27; Tables 18
& 14). Figures given here taken over from post-mortem analysis of
India’s balance of payments, based on Exchange Control Department
(ECD) records.’ Procedure subject to a number of limitations. ECD
records are on ‘payments’ basis not on ‘accrual’ basis. Hence, substan-
tantial differences between value of exports shown by customs and by
ECD documents. Besides error duc to lag between accruals and payments,
error also due to under-statement in value of exports given by wholesale
price of products as recorded in customs forms, which is less than ECD
valuation generally on f.o.b. or e.i.f. basis and reflecting foreign exchange
payments expecled including commission for wholesale, etc. Imports,
c.if. suffer from defect that payments for' insurance get included under
payments for merchandise. RBI analysis also lumps together a number of

162 V. K. R. V. Rao : National Income of British India : 1931-32, >p.177.
158 See earlier footnote 133.

164 JBCD statements are available in categories entirely different from those used fotr
balance of peyments analysis by RBI. (‘General Notes on Compilation of Balance of
“Payments Statements?, papers received from Dept. of Research and Statisties, RBI).

v
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ECD categories into a summary statement, with fairly large sums under
u:w]_ass:ﬁed items and ervors and omissions. No information available for
remittances from Jabour incomes earned abroad.

A.114. For national income purposes, adoption of RBI analysis involves
three defeets: lag between ECD values and current values of exports and
imports; %qcomp]gte information about items like donations and remittances;
and error in estintate of investment income, part of which may be ploughed
back in industry, and be completely ignored in balance of payments statis-
tics. RBI report on Census of Foreign Assets and Liabilities may give
better information on ‘accruals’ of investment income to foreigners, but
incorporation of this information presents difficulties on two counts: (i)
relation between eapital stock and dividends neither known nor fixed,
and (ii} little known about holding of assets abroad by Indian nationals.
f&djustment for one side of accounts, therefore, difficult, and not attempted

ere.

A.115. Figures shown under Tables 13 and 14 culled from RBI balance of
payments analysis.’5 For deriving accounts for fiscal year 1948-49, figures
for Jany.-June 1948 were halved and added on to figures for Jany.-March
1949, and July-Dec., 1948. Derivation of each item, as follows.

(13.1 & 7) Imports c.i.f. values, exports f.o.b. Receipts on account
of freight and insurance estimated and transferred under, respective heads.
Merchandise trade excludes transactions under government barter deals.

(18,2.& 8) Under payments, includes Rs. 72 crores for purchase of British
defence stores in India from U.K.157 paid out of blocked sterling balances
under Financial Agreement of July 1948.  Above shown as current tran-
saction because (i) corresponding payments shown in government’s (capital)
budget accounts, and (ii) all defence expenditure treated conventionally
as current expenditure. :

(18,3 & 9) Istimates of investment income subject to limitations out-
lined earlier. Under reccipts, interest on foreign Investiments of RBI
included. As rate of interest of these sterling holdings, ete., very low,
current payments negative despite India’s foreign asscts being larger than
foreign liabilities. Under payments side, estimates provisional and likely
to be under-estimates.

(13,4 & 10) Includes maintenance allowance and receipts of missionaries.

(13,5 & 11) Includes foreign travel, transportation, insurance, miscel-
laneous and unclassified items. Payments and receipts of Indian steam-
ship companies abroad, and of foreign ships in Indian ports, included
under transportation; miseellancous payments include remittances for
services such as education, film rentals, agency services and maintenance of

165 RBI Bulletin, Aug. 1850. <Indin’s Balance of Payments, Jany. 1949-Juno 1950 by
3. D, Deshmukh. All figures used here derived from above source. See also, RBI Bul-
lotin, July and Nov. 1949, papers by K. N. Raj on India's Baiance of Payments.

156 No quarterty figures being available for 1948, all figures for period Jany.-June
1949 wero arbitrarily halved. .

157 Figures shown in governmont accounts different (Rs. 100 crores) due _pcﬂm}g}g tcz
lag between government budget accounting and exchange control mcouluvtql_ng. ‘-mti%
all estimates in respect of Rest of the World sector adopted from RBI ana ysis, nonl: uals
basis accounting not donse for this item in isclation. On balance of paymonts basis.
thorefore, the purchases shown at Rs. 72 crores.
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estates. Unclassified items constitute a large chunk and it is not p_ossxb_le
to allocate this item. Payments under this item usuatly transactions m
small amounts, and are, therefore, not easy to classify into factor payments
or transfers, ete. In absence of any further evidence, better to lulpp these
transactions with the biggest total, namely, payments for commodities and
services. ‘

(13,12) Adverse balance on current account; residual Ttesn.

(14,1 & 6) Xtems shown here different from those f;hown in RBI bal‘ance
of payments analysis (capital account). In latter, increase and decrease
in assets and liabilities estimated from actual capital receipts and payments.

Figures shown here, actuals.1%8

(14,2 & 7) Net change in asset position shown here as expenditure, im-
plying capital outgoings.

(14,3 & 8) All other items lumped here; include official and bank
loans, movements of portfolio securities, amortization, other contractval
payments, payments to LM.F. and I.B.R.D., and all other shor‘t term
capital movements. Largest chunk in RBIL analysis, under ‘other
capital movements. Errors and omissions shown in ecurrent account in
RBI analysis, also included under this head on advice of RBI experts
on the subject. Xrrors and omissions likely to arise out of undefined
(short term) capital movements. For this item also only net flow of capital
shown here (Rs. 0.1 abja under expenditure side shows nei errors angd
omissions). .

(14,4) Residual item, same as (13,12).

STRUCTURAL RELATION BETWEEN ITEMS IN DIFFERENT TABLES

A.116. The derivation of some important items in the tables in chapters
5 and 6 is given below. The table and the item referved to have been identi-
fied by three numbers within brackets, the first giving the serial number of
the table, the second the serial number of the column, and the third the
serial number of the row or the item. The relation between the items is
shown in the form of an equation. An example is given below:—

(5,2,1) == (12,5,18)4(12,5,15)

The above implies that Table 5 column 2 item. 1 (i.e. net output of govern
ment enterprises) is equal to Table 12 column 5 item 13 (i.e.. contri-
bution to national product at factor cost by government enterprises on
current account) plus Table 12 column 5 item 15 (i.e., contribution to
national mcome at factor cost by government enterprises on capital
account). The structural relations, thus defined, between some items are
given below:—

(5,2,1) = (12,5,18)+(12,5,15) o
(5,2,2) = (2,2,15) = (12,5,5)4-(12,5,14)

(5,2,3) = (5,2,4)—(5,2,1)—(5,2,2)

(5,2,5) = (9,3,4) :

(5,2,6) = (11,8,4)4(11,3,5) = (12,10,14)

(5,2,7) = (11,8,8)+(11,3,6) = {12,10,15)

158 REI Bullotin, Aug. 1850, footnote 2 pege 531; footnote marked (*) page 534.
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With reference to (5,2,7) it should be noted here that met purchase of
assets by government le. (11,3,6) has been shown under this item,
although strictly it ought to be allocated between (5,2,6) and (5,2,7).
The same qualification has to be borne in mind in respect of {12,10,14)
and (12,10,15). v

(5,2,8 ) = net national expenditure at market price is equated to
national incowme at market price = national income plus indirect taxes
less subsidies = (8,2,4)

(5,2,12) = national! income minus government income from enter-
prise and property = (8,2,16)

(5,2,13) = (9,3,8)+4(10,3,12) = (11,5,8)-+(11,5,9)

(5,2,14)
(5,2,15) > see A.107 note on (11,10)
(5,2,16)
(5,2,17) = (11,3,7 )
(6,2,1 ) = (18,4,7 )-(13,4,8)4(13,4,11)
(6.2,2 ) = (13,2,1 )+(13,2,2)+(13,2,5)
(6,2,3 ) = (8,2,1 )+(6,2,2)
(6,2,4 ) = (18,4,9 )—(13,2,3)
(6,2,56 ) = (18,4,10)—(13,2,4)
(6,2,7 ) = (14,4,6 )—(14,2.1)
(6,2,8 ) = (14,4,7 )—(14,2,2)
(6,2,9 ) = (14,4,8 )—(14,2,3)
© (6,2,10 ) = (14,2,4
§6,2,11 % = &3,2,1 ))—1—(]3,2,2)—}—13,2,5)—(13,4,7)—(13,4,8)—w(13,4-,11)
(6,2,12 ) = (18,2,3)1-(13,2,4)—(13,4,9) —(13,4,10)
(6,2,13 ) = (18,4,12)

(7,2,1.2) = (9,6,21 ) . )
(7,2,3%1) = derived as a residual after deducting government mc(({mi
from enterprise and property from domestic produc
= (2,2,19)—(7,2,3.2)
(7,4,5.2) = (9,3,4) ‘
(7:4‘:’6-2) = (115337)
(147 ) =—(6,2,11).

(7,4,8 ) = (9,3.5)
(7,2,11 ) == (9,6.12)
(7,4,15 ) =—(9,6,29)
(7,4,16 ) =.(18,4,9)—(13,2,3)
(7,417 ) = (9,8,6) )
(7,4,18 ) = (18,4,10)—(13,2,4)
‘) = ) . .
g:g,g? g _ g:%g;ls;)let revenue of the rest’of the world from India, on

current account, less donations (net) to India by the rest of
the world=(7,2,36)—(7,4,39) —(7,4,40).
iGLOSSARY 0F ABBREVIATIONS

i ix iv V.
A.117. Abbreviations used frequently in the appendix are given belov ‘

icul isties, India
AgSt —Agricultural Statistics, I o
A%S —Indian Agricultural Price Statistics



ASY
CBR
CEC
CIF
CIM
CM
DESAg
DI

DMI

ECD
FSI
GAC
- GSI
TARI
ICAR
ILG
ILYDb
IS
LB
LC
LS
MR
NIU
BN
RBI
SA
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—Aprieultural Situation in India

—Central Board of Revenue

~—Central Electricity Commission

~—Chief Inspector of Factories

~—Chief Inspector of Mines

—Census of Manufactores _ .
—Directorate of Economies & Statistics, Ministryof Agriculture
—Directorate of Industrial Statisties, Ministry of Commerce

& Industry
—Directorate of Marketing & Inspection, Ministry of
Agriculture ‘

—Exchange Control Department, Reserve Bank of India
—Forest Statistics of India

—Goveérnment Agricuitural College, Kanpur
—LGeological Survey of India

—Indian Agricaltural Research Institute, Pusa
—Indian Couneil of Agricultural Research
-~Indian Labour Gazette

—Indian Labour Year Book

—Indian Statistical Institute

—Labour Bureau, Simla

—Livestock Censns

—Livestock Statistics

~=Marketing Report

—~National Income Unit

—National Sample Survey

—Reserve Bank of India

~—Statistical Abstract
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