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Two major conclusions flow from this study of Trends in Distribution of National Income

between 1950-51 and 1965-66.

First. the evidence is not conclusive on the movement of disparity in the distribution of per-
sonal incomg by size reckoneq at current prices, but the overwhelming indication is that there has
been some increase in disparity after 1951-54 and also towards the end of the period chosen for

study.

Second, there has been a marked increase in disparity in distribution of personal income by
size reckoned in real terms throughout the period. Taken together with the fact that per capita real
consumption expenditure rose very slowly, this is indicative of stability or even deterioration of
the level of living of the poorer sections of the population.

THE rate of growth of national in-
come 1n India in real terms has
peen unprecedented during the post-
indepenctence period. The rate of
growth of per capita real income
during the period also has been
significantly  higher than the long
period rate of growlh of the eco-
nomy.! This rapid growth was na-
:urally accompanied by changes in
tbe distributions of natlonal income.
Several different distributions are
relevant and can be studied in order
1o find an explanation of the rapid
rise in the rate of growth of the
Indian economy in current times.
Our present quest. however, is dif-
ferent. We propose to study only
the distributions of personal income
or copsumption expenditure by size.
A study of these distributions alone
enables one to assert. with reason-
able certainty, whether the rich
have become richer and the poor
poorer or whether a more egali-
tarian situation has been ushered
in.  Available information is not
adequate to permit an unequivocal
answer to our question. We have,
therefore, made use of the other
distribution as well throwing up
corroborative evidence.

Conslderations

Before we proceed to our main
task, it is necessary to give some
consideration to three general points.
First. we shall always try to make
slatements about the nation as a
whole, not about particular parts
of the country or about particular
sections of the population. Any
finding in respect of the change in

Geographical

size distribution about any geogra-
phical region of the country or any
particular section of the country's
population dees not enlighten us,
in general. about the shifts in the
national distribution. Thus, a re-
duction in income disparity within
rural areas can be more than olfset
by an increase in income disparity
within urban areas, and national
income disparity may rise. Further,
a reduction in income disparity
within both urban and rural areas
may be more than offset by an in-
crease in disparity between urban
and rural areas. and nationat dis-
parity may again rise. What is true
of such large geographical regions
of the country 1is obviously true
for smaller regions or smaller sec-
tions of the population. In the case
of the urban-rural breakdown. how-
ever. the two sections add up to
the country and conclusions about
the counlry can be reached given
relevant details about urban and
rural areas. The point to note is
that no conclusions about the coun-
try can be reached on the basis of
data relating to the rural area or
the urban area alone. Thus, data
about smaller sections are of little
use to us, unless we have informa-
tion on other similar sections such
that all sections, on aggregation, ex-
haust the national or the country.
In view of this. we did not con-
sider {t permissible to use data per-
taining to smaller isolated sections
of the country or the population;
instead, we had to rely on national
income and altled infarmation which
relate to the country as a whole.

our reference period is.
1950-51 to 1965-66, the
period covered by the first three
Five-Year Plans. For this, we
could use only such statistics as
would cover an appreciable part of
the above period. and some infor-
mation available for shorter periods
could not be pressed inlo service.
This also necessitated exlension of
certain series. and the level of ac-
curacy of the extended part of the
series is likely to be lower than
that of the original series. This
defect could. however, have been
largely rectified had it been pos-
sible to devote more time (o the
study.

Second,
generally,

Size Distributions

Third, size distribution of income
or consumption expenditure are al-
ways available at current prices,
and any conclusion based on two
such Income (expenditure) distri-
butions at two points of time does
not apply to the underlying real
distributions. Conclusions  from
distribulions at current prices can
be true for distributions in real
terms only when the relative change
in the price level has been the same
at all income (expenditure) brack-
ets between the two points of time.
It there is some reason to believe
that the average price pald by. say,
the poorest 50 per cent of the popu-
tation has increased more rapidty
than the average price paid by the
top 50 per cent, between the two
dates, then there is some increase
in income disparity in real terms
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even when the shares In lotal in-
come {or expenditure) of the bol-
tom and top 50 per cen! remain un-
altered. A correction for prices en-
abling one to compare two size dis-
tributions of income (or expendi-
ture) in real terms would require
construction of price index numbers
for dilferent percentile groups of
the population arranged by ascend-
ing order of their income (or ex-
penditure). Surveys of income or
consumption expendilure [furnish
«ata on size distributicns at current
prices. and information available in
the surveys normally does not per-
mit comparison of real size distribu-
tions. Sinte our main interest is in
the comparison of real size distribu-
tions, data on size disiributions at
current prices alone (ail to satisfy
us. because, at best. such distribu-
tions could be deflated only under
very unsalisfactory

ions

can be obtained both at current and
at constant prices. it is possible to
get some idea of the shifts in size
distributions at current prices and
in real terms.

Distribution by Factor Shares:
Income produced in a seclor is first
distributed to the several faclors of
production, giving the distribution
by faclor shares. The return of
labour is wages and salaries, and
the return of capital is Income from
assets. There is also a third cate-
gory, income of the seif-employed
which is a return of both capital
and labour in enterprises in which
it is not possible lo separale one
from the other. What is suggest-
ted if we find that the share of
income from assels in national in-
come is increasing during a period
of time? While there may be many

thus giving no conclusive answer
to our basic question. It is, there-
fore, necessary to find corrobora-
tive evidence from other available
distributions which are sometimes
available both at current prices and
in real terms.

11
The Distribution

Distribution by Industrial Origin:
The national income, as produced,
is given by certain industrial clas-
sification. In India. while the esti-
mates of contributions to national
income at current prices are given
by fourteen industrial sectors, the
real contributions are given by only
four aggregative sectors. Using
this  information  simultaneously
with that on the industrial distribu-
tion of the labour force, it is pos-
sible to work out the values added
per worker In different Industrial
sectors. The movement in the dis-
parity of these average values, or in
other words, the movement in inter-
sectoral disparity during a period
of time {s related to the movement
in the disparity of the distribution
of average incomes as produced.
When the inter-sectoral disparity is
increasing, one would normally ex-
pect an Increase In the disparity of
the size distribution of income. Since
meagures of Inter-sectoral disparity

holders of assets, a
holder of asset on an average Iis
likely to be richer than a wage or
salary earner or a self-employed
person. If this is so, increase in
the share of income from assets in
national income would suggest an
increase in Income disparity, pro-
vided it is notl offset by somsthing
else. Indian data on factor distri-
butions enables one to undertake
some of these calculations. Unfor-
tunately, since available estimates
are at current prices. no surmises
about the real movements could be
made on the basis of this inform-
ation.

ious

Distributlon by Slze: Factor
shares of Income and certain other
earnings reach the ultimate rece-
pients, persons or households. and the
amounts received by them give rise
to size distributions, when these per-
sonal incomes are grouped into seve-
ral size classes. A part of personal
income Is spent on the purchase of
consumer goods and services and
a part is saved. Thus, llke a size
distribution of personal income, it
Is possible to obtain a size distri-
bution of household consumer ex-
penditure. Information on size dls-
tribution of consumption expendi-
ture is available from the various
rounds of the National Samople Sur-
vey (NSS) and covers a large part
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come based on surveys conducted
by the National Council of Applied
Economic Research (NCAER)? are
available for one or two points of
time. Attempts have been made by
several research workers to obtain
estimates ot size distribution of per-
sonal income indirectly by using
data on consumption expendilure,
income tax, and other available in-
formation.? We shall make some
use of income tax data in our sub-
sequent analysis.

Avallable Data Imperfect

It is necessary to point oul some
imperfections of the available in-
formation. The NSS data are most
satisfactory from our standpoint.
But even here the published dis-
tributions relate to rural and urban
areas and not to the country as a
whole.  Further, all distributions
are given at current prices. Fortu-
nately, it is only with NSS that the
information collected permit defla-
tion of size distributions though the
tabulated data are not adequate for
the purpose. The NCAER data on
size distribution of personal income.
available for a current year, give
an idea of the siructure of the dis-
tribution and do not throw any
light on its change over time in
which we are interested. Further.
the distributions are given sepa-
rately for urban and rural areas
and not at the national level. Fin-
ally, income distributions based on
consumption expenditure and other
data are also not particularly suit-
able for a study of the change even
though they are available at several
points of time during 1950-51 fo
1965-86, because all of them are
based on certain assumptions. and
the changes observed may as well
spring from the assumptions made.

Distribution by Fioal Use: Na-
tional income is fnally used as
consumption expenditure and capi-
tal formation. Net national capital
formation is Identical with net sav-
ings in the economy. From our
angle, two aspects of this distribu-
tion is of interest. First. the move-
ment In the share of saving in
national Income is an indicator of
the shifts in the size distribution of
i b It Is known that the

of the t-ind period.
Size distributions of person in-

largest contribution to savings s
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made by in higher i
brackets'. Thus, if the share of sav-
ings in national product Increases
during a period. this would suggest
an increase in the disparity of size
distribution of income. National in-
come statistics in India enable one
to make lhese calculations at cur-
renl prices for n large part of the
period 1950-51 to 1965-66. Second.
when one is interested in the level
of living of lhe population, the
movement in private consumption
expenditure In real terms is a bet-
ter indicator than per capita real
national . The i

mie significance of a particular de-
gree of conceniration varies with
the average level of consumption.
the same concentration connoling
greater human misery when the
average fitsell is low in an abso-
lute sense. For (his, the rate of
growth of consumption expendilure
is pertinent information for a study
of change in distribution. Further,
when the composition of consump-
tion expenditure is available at
several points of time. a particu-
tar shift in consumption pattern
may imply an Increase in disparity
of personal incomes while some
other shift may suggest a reduction
in the disparity. More detailed
tabulation of NSS data would per-
mit 8 study of this type, though
we have not been able to do this
in the present paper.

Regional Distribution: The final
piece of evidence we propose to con-
sider is the inter-regional disparity
of incomes. Here again, a shift in
inter-regional disparity in a parti-
cular direction is suggestive of a
shift in the national size distrlbu-
tion of incomes in the same direc-
tion. But as in the case of other
indirect evidences. no uneguivocal
conclusion about changes in size dis-
tribution can be drawn on the basls
of this evidence alone. In particu-
lar, shifts in opposite directions in
Intra-regional dlsparity will have an
offsetting influence and little is
known about intra-regional disparity.

The next section of the paper
presents the results. Supporting evi-
dences are considered flrst and then
the size dlstributions. The paper
concludes with a brief appralaal of
the results.
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The Results

Intersectoral Dlsparity: The mea-
sure of Inter-sectoral disparlty used
in this paper Is hall the sum of
the absolute differences betwcen the
sectoral percentage compositions ol
the national product and the labour
force.* Slnce we are interesied in
getting the measure both at current
and at constant prices, we have
used only four major aggregalive in-
dustrial sectors and not fourteen In-
dustrial sectors. This makes the
estimates less reliable. Further.
even with four major sectors it
was necessary to project the labour
force estimates: this was done by
using the secloral rates of growth.
Finally, to carry the income estimates
in real terms up to 1965-66. we have
made use of the estimates at 1960-61
prices given in the Draft Outline
of the Fourth Plan. We have, how-
ever, applied the gectoral rates of
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growth of national product obtained
from this source to constant 194848
price estimates glven In official na-

tional income statislics. In tbe ab-
sence of data, our current price
serles stops at 1983-64. Both the
series slart from 1948-40 and not
from 1850-51, the inilial point of
the period in which we are in-
terested.

The cstimates of the messure of

inter-sectoral disparily are given
in Table |. The fgures show that
inter-sectoral disparity at current

prices is generally higher during the
plan era in comparison with the
pre-plan period. Second. the aver-
age for the First Plan period is in-
flated by extremely high levels of
disparity in 1954-55 and 1955-50
when the general price level in the
counlry reached the lowest point, In
general. the level of disparily pro-
bably remained stable during the
First and Second Five Year Plan

Table 1: Measures of Inter-Sectoral Disparity at Current aod
Constant Prices

Measure of Disparity

- -

- T ok

Year iz g T

Eg g2 2gs

o oo zEa
) (2) (3) 4
1948-49 0.284 0.234 100
1949-50 0.226 0.230 102
1950-51 0.212 0.234 108
Pre-plan average 0.224 0.233 -
1951-52 0.220 0.238 110
1952-53 0.233 0.237 104
1953-54 0.215 0.225 104
1954-56 0.268 4.232 93
1955-56 0.268 0.242 95
First Plan average 0.241 0.234 -
1956-57 0.232 0.242 101
1857-58 0.2568 0.260 105
1958-59 0.224 0.242 108
1959-60 0.235 0.254 109
1960-61 0.232 0.254 m
Second Plan averdge 0.236 0.250 -
1961-82 0.246 0.262 113
1982-83 0.28n 0.280 15
1963-64 0.240 0.285 124
1064-85 -_ 0.284 -
1985-60 bl 0.322 -
Third Plan average 0.249 0.276¢ -

¢ Based on lhe first three years only, so that the figure is comparable

with the current price average.
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periocds. There is, however, some
increase in inter-sectoral disparity
during the Third Plan. The inter-

sectora! disparity at constant prices,
however, increased progressively
from the First Plan to the Second
Ptan and from the Second Plan to
the Third Plan. Also, the disparity
during the First Plan period was
not different from that in the pre-
plan period. Thus, while disparity
at current prices remained relative-
iy stable during the plan era except
for some rise during the Third Plan
period, disparity at constant prices
progressively increased during the
periods covered by the three plans.
This suggesis that disparity of size
distribution of incomes also probably
followed the same pattern, the dis-
parity at current prices rising dur-
ing the period of the Third Plan
but the disparity at constant prices
rising more pronouncedly through-
oul the periocd. The above findings
are generally supported by a more
detailed calculation with 11 sectors
relating to the period 194849 to
1959-80 not presented in this paper.

It is necessary to note that con-
clusions of this type are suggestive
and not definitive for two reasons.
First, the estimates used for the
purpose are subject to error. and
large errors in the estimates may
lead to a conclusion not conforming
to reality. Here. in particular, the
secloral composition of labour force
as Implicit in the offcial “conven-
tional” national income statistics is
subject to large margin of uncer-
tainty. As Is well known. the 1951
Census estimates of labour force
are not consistent with the 1961
Census estimates, though mainly due
lo definitional reasons. When esti-
mates based on 1861 Census com-
parable with 1951 Census estlmates
are prepared and national income
estimates are made to depend on
this, it fs not impossible that the
estimates of the measure of inter-
secloral disparity will change.* But
it is probable that the direction or
extent of the change will not in-
validate our present

another direction. But this conmtin-
gency appears to be unlikely in
India today. In any case, it can
be established only when we have
fuller information on movements of
income and labour force for detailed
subdivisions of the sectors. As this
information s not available, one can-
not be very certaln either way. It
is in view of this that we regard
conclusions of the type reached here
as ive and not definitlve.

Distribntive Shares: Estimates of
distributive shares avsilable In In-
dia are of very uneven quality. Qut
of these, estimates prepared by
Narayanan and Roy?’, who followed
a fairly detailed and uniformm me-
thodology, cover 1948-49 to 1857-58.
These estimates have been extended
by Weintraub” upto 1962-83. Thus,
it is possible to get a series from
1948-49 to 1962-63 and thus cover
a sufficiently large part of the time
period in which we are interested.
Close scrutiny shows that Wein-
traub’s extension is based on rough
and ready methods and this part of
the series is weaker than the ear-
lier part. Furiher, it may be re-
called that the estimates of factor
shares are at current prices and
hence do not permit us to draw
any inference about the movement
in size distribution of incomes in
real terms. Hence, too much weight
should not be attached Lo our find-
ings depending on distributive
shares.

The esiimates for fifteen years.
1948-49 to 1962-63, show that there
has been a progressive increase in
the share of income from assets in
national income from about 22 per
cent to about 28 per cent, leading
to n decline in the share of parti-
cipation income comprising wages
and salaries and income of the
self-employed from 78 per cent to
72 per cent. Within participation
income, the share of wages and
salarles has Increased from 28 Pper
cent to 32 per cent and the share
of { of the sel- ployed de-
creased from 50 to 40 per cent of
national I Since the average

fully. Second, the measure used
relates to disparities between sgec-
tors, and it Is nol impossible that
a change in between-sector disparity
in one direction is offset by &
change in within-sector disparity in

earnings of a wage and salary earner
and a self-employed may be of the
same dimensional orders, the dif-
ferential movements in the share
of wages and salarles and the share
of income of the self-employed do
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not throw any light on shifts in the
size distribution of income. But the
increase in the share of income
from assets suggests that there
could be some increase in the dis-
parity of size distribution of in-
come at current prices. It may be
observed from the relevant esti-
mates presented in Table 2 that the
upward shift in the share of in-
come from assets is gradual through-
out the period. In lact, the average
percentage share is 22 in the pre-
plan years, 25 during the First Plan,
27 during the Second Plan, and 28
during the two years of the Third
Plan covered.

It is possible to work out the
dlstributive shares for major groups
of industrlal sectors and we have
calculated the percentage shares
separately for the agriculture sec-
tor and all non-agricultural sectors
put together. We are not presenting
these results in this paper because
they are not directly relevant for
our purpose. The main results may.
however. be described. The shifts
we have observed for the country
as a whole spring almost entirely
from the shifts occuring in the non-
agricultural sectors, the relative
percentage shares of the three fac-
tors considered in the agriculture
sector remaining more or less un-
altered during the fifteen year
period. Thus, the share of income
from assets in the agriculture sector
creeps up from 18 to 19 per cent
in ffteen years while the same
share jumps up from 25 to 35 per
cent in the non-agricultural sector
during the period.

We have already noted that esti-
mates of factor shares are extreme-
ly weak In India. But despite
this shortcoming. the direction of
the shifts Indicated by the figures is
probably not far from reality. That
is, it is permissible to conclude that
there bas been, in fact, some in-
crease in the share of income from
assets in India during the post-in-
dependence period. This conclusion
is 1 t with inci d i
disparity.

Shares of savings and consump-
tion in the national product: We do
not propose to dilate much on the
ghifts In shares of savings and con-

f ait in $iomal
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Table 2: Dlstributive Shares of Nationa! Income In India:
Current Prices. 1948-49 to 1962-63

Per Cent Share in National Income of

Participation Income

E =
< =
g 38
Income (rom ? % . E
Year Assels = ¢x E¢
2 o 8=
_ & 23 £3
o (2) (3) 4) (5)
1948-49 21.8 78.4 279 50.5
1949-50 21.8 78.2 27.6 0.6
1950-51 22,4 77.6 27.1 50.5
Pre-Pian average 219 — —_ —
1951-52 248 75.2 26.6 48.6
1952-53 24.5 15.5 273 48.2
1953-54 25.0 75.0 26.8 48.2
1954-55 26.2 738 29.3 4.5
1955-56 28.4 736 29.2 44.4
First Plan average 254 —_ — —_
1958-57 274 72.6 27.8 44.8
1957-58 279 2.1 292 429
1959-59 26.7 733 28.7 14.6
1959-60 26.9 73.1 29.3 3.8
1960-61 27.1 72.9 297 43.2
Second Plan average 27.2 — — —_
1961-62 278 724 30.5 419
1962-63 28.0 7240 316 40.4
Third Plan average 278 —_ —_ —_
income because the facts on this upper income groups were responsi-

subject are pretty well known®. The
share of savings in national income
was 5.7 per cent in 1950-51. During
the First Plan period, the average
percenlage was 6.5. Aflerwards,
there has been further increase in
the percentage during the Second
Plan period and in the two years
af the Third Plan period for which
stalistics are available. the average
percentages for the two periods be-
ing 84 and 9.5. respectively. Sharp
increase in the rate of savings oc-
curred between 1953-54 and 1955-56.
and the rate did not increase mate-
rially after 1955-56. Thus, the pro-
uressive Increase in the perceniages
during plan-petiods gives a distor-
ted picture of the movement of the
rale of savings in the country. Pro-
bably a better way of describing the
silualion would be in terms of two
periods, 1948-49 to 1953-54 with low
savings and 1954-55 to 1962-63 with
high savings. Certain studies un-
dertaken by NCAER show thal the

ble for butk of the private saving'".
So an increase in the rate of saving
in the economy is suggestive of an
increase in the disparity of incomes.
Since all estimates here are at cur-
rent prices, the above evidence sug-
gests that we could expect an in-
crease In the disparity of size dis-
tribution of income at current
prices from 1953-54 onwards. On
the other hand, we should not ex-
pect the disparity to increase very
much from 1856-57 [rom which year
the rale of savings fails 1o show
a markedly rising trend.

Obviously the share of total con-
sumplion expenditurc'' in national
product was somewhat higher upto
1953-54 or 1954-55 and then became
lower and remained more or less
stable up to 1062-83. But since the
share ol government consumption
increased continuously throughout
the period, the share of privale con-
sumption declined markedly during
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the post-Independence pericd. The
reduclion of the share was large
during the First Plan, retatively
small during the Secc~d Plan. ~nd
again large during the Third Plan.
As we have poinled oul carlier.
these findings throw little light on
the probable shifts 1n the size dis-
tribution of income. But the reduc-
tion in the share of privale con-
sumption shows thal the average
consumption expenditure of the
populalion is not rising as sharply
as the per capila national income.
Calculation at constant prices also
brings this out. showing that per
capita real income is rising more
sharply than per capila private con-
sumption expenditure. Since In-
creasing disparity is a cause of
worry mainly because of its cllect
on the average level of living of the
poorer classes, a lower rale of
reduction of disparity could be tol-
eratled provided a higher rate of in-
crease ol the average is assured.
Increasing disparity thus is a cause
ol greater worry because of the slow
rate of growth of the average pri-
vate consumption expenditure in
real terms.

Size distribution of income and

1 diture: As we
have noted carlier. the available
estimates of size distribution of in-
come are not adequale for drawing
any definitive conclusion on shifts in
the pattern of income distribution.
The direct survey estimales here
relate lo only one or two time
points. The other estimates. while
covering a larger time period. are
based on certain assumptions aboul
the size distributlion of savings that
are partly subjective in character
and are available only at current
prices throwing little light on real
size distributions. In contrast. it is
possible 1o draw some conclusions
from these size distributions of con-
sumption expenditure available in
the succeeding rounds of the NSS.
The distributions of consumption
expenditure are available at many
points of time during the period in
which we are interested. they are
not subject to any acbitrary assump-
tions and, fnally. it is possible to
deflate the flgures. though in an ex-
tremely rough manner. We do not
claim that the NSS consumption
data are fully satisfactory for our
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purpose. but we would hke lo paint
out Lthat while no conclusions on the

trends In size distribution emerge
from the income distribution dota.
some conclusions can be drawn

from the data on size distribution
of consumption expenditure.

The NSS consumplion data en-
ables us 1o to obtain an estimate
of disparily In the same way us
we  have compuled inter-sectoral
disparity carlier's. Further. to yetl
an wlea of the real shifls, we have
divided the per capita expenditure
in the several expenditure classes
by price index numbers ol cercals
available by these classes. and then

calculated the distributions afresh
and obtained the measure of dis-
parity  This is hardly a valid pro-

cedure for obvious reasans. But
since cereals cover a large share
of the consumption cxpenditure. and
also because movements in other
consumer goods prices may follow
a sympathetic trend. the procedure
should give a much better idea of
the movement in the real size dis-
tribution than the figures at cur-
rent prices.

The basic results of this experi-
ment are presented in Table 3.
Reckoned at current prices. there ap-
pears to be some reduction in the dis-
partiy of the distribution of consump-
tion expenditure during the period
covered. both within urban and rural
areas and for the country as a whole.
The real figures. however. tell u dif-
ferent story. Roughiy there appears
to be relative slability within both
rural and urban areas. The all-India
figures. however, exhibit a higher
level of disparity durinp  the
Second and Third Plan periods.
We have already shown that it
is during the earlier part of
the pericd that the rate of sav-
ings increased markedly and then
became relatively statlonary. Taking
the two pieces of evidence together,
we can conclude that perhaps there
has been no marked increase in the
disparity of the size distribution of
personal income al current prices
during the period 1953-54 to 1981-82
because the slight fall in the dispa-
rily of the distribution of consump-
tion expenditure should be offset by
the Increase in the rate of savings.
However, some {ncrease In the dls-
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Tabie 3: Infer-Cilass Disparity of I C E e
Measure of Inter-sccloral Disparity

Period Covered At Current Prices I Real Ter:

5 2 8 -

w 2 o " a

: P11 1

= 2 2

it (2> €3) 4) t5) G "
First Plan average 0246 0.275 0.258 0.246 0235 w2
Second Plan average 0.232  0.266 0.243 0.265 0.248 nZan
Third Plan avernge 0.222 0.258 0.238 0276 0230 w22
Note: Line 1) based on 7. 8 and 9 NSS rounds covering the period Ocie.

ber 1953 to November 1955, 12) on 12, 13, 15 and 16 rounds cover.

ing March 1957 to June 19681, and

July 1960 1¢ July 1062,

parity of distribution of personal in-

comes is not inconsislent with our
results, On the olhur hand, there
must have been an increase in the

disparity of size distribution of per-
sonal income al constani prices Loth
within urban and rural areas and
more markedly at the national level
during the period because the distri-
bution of consumption expenditure
itself shows stability wilthin urban
and rural areas and increasing dis-

(3) 16 and 17 rounds covining

parity at the national level. This ol
servation is corroborated by our
earlier findings on inler-scectoral diz.
parity and share of income fram s
sels.

As an additional evidence wu pre-
sent in Table 4 the share of nationan

income accruing 1o taxed assessees
earning above Rs litu gng
Rs 25.000 per annum'- The lable
sho'vs  that  the  rhare ol 0.
¢+ carned by  hoth  mdividual

Table 4: Share of Naljona] Income Earned by Specified Groups of Income
Tax Assessees

S_hrare of National Income Earned by

Percentage
Year Individuals All Assessces
g g g H
= o = v
35 DA SR
"
< < <3 <&
N 2) 3) (4) 15
1948-49 22 13 4.9 38
1949-50 2.2 1.2 4.8 3.2
1950-51 2.8 14 5.5 39
1951-52 24 14 5.0 .7
1952-53 29 1.8 5.9 4.2
1653-54 22 12 53 3.7
1954-55 3.2 17 59 4.4
1955-58 3.4 1.7 7.0 5.0
1956-57 33 1.8 6.5 4.5
1857-58 3.5 1.7 7.3 52
1958-59 34 1.8 6.8 4.5
1959-80 3.4 1.8 6.9 4.7
1960-61 3.5 17 8.1 5.9
1961-62 3.5 18 79 5.7
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and all carning
above Rs 10,000 and Rs 25,000 per
vear increased during the period cov-
ered.  This is suggeslive of an in-
crease in Lthe disparity of personal
income at current prices. In (act,
the data on consumption expenditure
presented by us, being based on an
all-India sample survey. do nol ade-
ruately represent the very small
yroup of extremely rich persons. In
spite of evasion and under reporting.
mcome tax statistics cover this proup
more adequalely. The information
presented in the above table tloge-
ther with our earlier findings would
:indicate that there is probably some
mcrease in the disparity of personal
incomes at current prices as well.
Reglona! disparity: Finally. we
would like to present some evidence
on shifts in inter-regional disparity
of per capita incomes. In India. we
have a fairly long series of per capita
mcomes for a few States at currenl
and constant prices'd. It is, therefore.
possible to compute the rate of
wrowth  of nominal  and  real
capita income of these
States. If we observe that the
rates of growth in real terms
are generally more for States which
were poorer during a base year. we
would conclude that there has been
i reduction in real inter-regional dis-
parity. This would suggest a proba-
ble reduction of the disparity of the
real size distribution. But by and
large, the evidence on inter-regional
disparity in real lerms appears lo
be inconclusive. Some high income
and some low income States have
large real rates of growth, while
some high and medium income States
have negligible rates of growth. Thus,
\he available evidence of inter-
regional disparity does not either
support or negate our earlier find-
ings.

v

Summary and Appraisal
of Results

Our main findings may be sum-

marised as follows:

(i) (a) Inter-sectoral disparity at
current prices was higher
during the plan era com-
pared with the pre-plan
period; it remained rela-
tively stable during the
first two plans but increas-

ed somewhat during the

Third Plan.

Inter-sectoral disparity at
constant prices remained
stable upto the fArst plan
period and then sleadily
increased.

The share ol Income from as-
sets (at current prlces) increa-
sed throughout the period.
The share¢ of savings in na-
tional income remained at a
low level upto 1953-54 and was
at a considerably higher level
during the subsequent period.

(b)

(i)

(i

(iv) Per capita private consump-
tion expenditure, both at cur-
rent prices and in real lerms,
increased at a considerably
lower rate than corresponding
per capita national income
estimates. ’
(a) Disparity of private con-
sumption expenditure at
current prices exhibited
some reduction at the all-
India level during the
period 1953-54 to 1961-62.
Disparily of privale con-
sumplion expenditure in
real terms showed a large
increase from Lhe First to
the Second Plan period
and then mainlained a
high level.

The share of income of speci-
fled relatively rich classes of
income-tax assessees in nation-
al income increased percepti-
bly during the period.

As we have already noted. (wo
major conciusions flow from the
above findings. First, the evidence
is not conclusive on the movement
of disparity in the distribution of
personal income by slze reckoned
at current prices, but the overwhel-
ming suggestion is that there has
been some increase in disparity

(v)

(b

(vi)

July 15, 1987
alter 1953-54 and also towards the
end of the period. Second, there

has been a marked increase in dis-

parity 1n  distribution of personal
income by size reckoned in real
terms throughout the perivd. Cou-

pled with the fact that per capita
real consumption expcnditure mov-
ed up very slowly. this is indica-
tive of stability or cven deleriora-
tion of the levels of living of the
poorer scclions of the population.

The above conclusian, as we have
indicated earlier, is based on bodies
of data of indifferent quality. taken
individually. Onc could reasonably
reject a conclusion like this had it
been based on any one of the sepa-
rate pieces of evidence presented by
us. But since all dilferent pieces
appear to tell a coherent story.
there is good deal of justification
in accepling our fina! conclusion as
a reasonable hypothesis. More pence-
trating work is possible in masl of
the fields covercd by us. and it will

be of greal interest to do Lhis.

Apart from testing our hypothesis.

such work would give interesting

details about lhe shifts in income

distribution in the country.
Notes

' See, lor example. M Mukherjee:
A Preliminary Study of the Growth
of National Income in India, 1857-
1957", 'Asian Studies in Income and
Wealtth’. Asia Publishing House.
1965. pp 71-103.

* NCAER: “All-India Rural
hold Survey”. Vol 1I: “Income. In-
vestment and Savings. 1965": and
NCAER: “Urban Income and Sav-
ing, 1962

Y "Planning Commission. Govern-
ment of India: Report on Distribu-
tion of Income and Wealth and
Concentration of Econamic Paower by
the Committee on Distribution of
Income and Level of Living, 1964
The report gives a summary of
more rcecent attempts.

¢ Savings-consumption ratios based
on NCAER survevs mentioned in
note (2) are given in Table A below.

House-

Table A

Housebold Annual Expen-

Saving-Consumption Ratio

diture Classes Rural Urban
upto Rs 380 — 0.080 — 0.226
Rs 360 — 600 — 0.053 — 0.200
Rs B00— 1200 — 0.003 — 0,153
Rs 1200 — 1800 0.038 — 0.080
Rs 1800 — 3600 0.098 ~— 0.009
Rs 3600 and above 0.221 0.195
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It is probable that survey data un-
derestimate saving. It is Inconcelv-
able how large sections of popu-
lation could carry on year after
ﬁ:ﬂl‘ it the survey estimates of sav-
g-consumption ratlo are accepted
at their face
* We may call this Kumets' mea-
sure of disparity (K). This iIs the
simplest measure given data tabu-
lated by fixed size classes or by
equifrequency ranges.
! See, Alice Thormer: “How to Use

value.

the 1981 Census Working Force
Data”, ‘Economic and Political
Weekly', Vol I No 12 November. 5.

1866, pp 4953-502, for a discussion
on the comparability of 1951 and
1981 Census working force data.

T R Narayanan and B Roy: "The
Movements of Distributive Shares
in India, 1948-49 to 1957-58", ‘Pa-
pers on National Income and Allied
Topics’. Vol 1II. Asia Publishing
House, 1965. pp 75-114.

* S5 Weintraub: “Growth without
Inflation”, National Council of Ap-
plied Economic Research, 1885.

* Estimates of savings are given
in different sources. We have taken
our flgures from, “Estimates of Sav-
ing and Investment, in the Indian

Economy 1950-51 to 1962-63". Re-
serve Bank of India ‘Bulletin’,
March 1865, Vol XIX, No 3, pp
314-33.

'* See note (4).

'* Given estimates of saving [ e, net
national capital formation and de-
talls available in official natianal
income stotistics published in annual
Estimates of Natlonal lncome, it Is
possible to work out estimates of
private consumption expenditure.

'* When b, pc of the aggregate s
consumed by the poorest a, pc of
the population, b, pc by the next
a, pc of the population and so on.

AND POLITICAL WEEKLY

from the Loren:r measurce ¢l N §
Iyengar In hls unpublished thesls
computed Lorenz measures for cer-
tzin NSS rounds covered by u His
fizures are  compared  with our
figures in Table B below In gens.
ral, the Lorenz measures here arc

higher than Kuznets' measures but
both the measures  show similar
trends. [t may be noted that Iven.

gar's cstimates are based on slight-
ly ditferent data.

'* Income tax data are culled from

varlous 1ssucs of the 'Income Tax
the tast b. pc hoing vonsumed by Revenue Statistics’ {mimeo)
the richust aw pc of the population. .4 A fairly comprehensive sccount
then the Kuznets’ measure of dis- of State income estimates Is avai-
: able in Hoselitz and M D
parity (K) is given by. Chaudhury: “General Survey of
K §x _, |a-Db| State Income Studies in India”
The time \(rends of disparity ob- Seminar on State Income, Indian
tained from this measure are not Conference on Rescarch ln Nauon:*
widely different from those obtained Income. 1962 (mimeo).
Table B
NSS Rounds Rural Urban
L K L K
7 0.334 0.241 0.371 0.272
B 0.350 0.255 0.390 0.285
9 0.335 0.241 0.371 0.271
12 n.331 0.238 0.393 0.2R8
13 1.333 0.240
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