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THE NATIONAL INCOME COMMITTEE
FEBRUARY 1954

CHAPTER ONE
INTRODUCTION

1.1. The Naional Income Committee was appointed under the
Government of India Resolution No. 15(33)-P/49 dated the 4th August,
1949, extracts from which are given below:—

“The Government of India have been giving consideration for
some time to the inadequacy of the factual data available for the
formulation of economic policies. One important gap is the absence
of authoritative estimates of the national income and its wvarious
components. The Government of India have accordingly decided to
set up a committee to advise how best this gap could be filled up.
The terms of reference 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 statistics and to recommend ways and means of
promoting research in the field of natienal income. The Committee
will also guide the National Income Unit of the Government of India
to compile authoritative estirhates of the national income.

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

Chairman:

Professor P. C. Mahalanobis, F.R.S. .Indian Statistical
Institute, Calcutta.

Members:

Professor D. R. Gadgil, M.Litt., Gokhale Institute of Politics
and Economics, Poona.

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

Economics, University of Delhi.”
Arrangements were made to secure the advisory help of Professor Simon
Kuznets, Ph.D., University of Pennsylvania and of the National Bureau of
Economic Research, New York; Mr. J. R. N. Stone, C.B.E., Department of
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Applied Economics, University of Cambridge; and Dr. J. B. D. Derksen,
Ph.D., National Accounts Branch, United Nations Statistical Office, New
York, who came to India in December 1951 and attended 17 meetings of the
Committee between 26 December, 1950 and 23 January, 1951.

The National Income Unit (NIU)* was formed under the Government
Order No. 29(G) in the Memorandum No. F.8(23)-Est.1/49, dated the 30th
July, 1949, as an attached office in the Ministry of Finance.

1.2. The First Report of the National Income Committee was signed
on 15 April, 1951. In the following paragraphs an account is given of the
subsequent activities of the Committee.

1.3. The estimates for 1949-50 were prepared by the NIU and were
circulated to the members towards the middle of August 1951. No regular
meeting of the Committee took place till 16 November, 1951, but members
maintained touch with the Unit and gave instructions on preparation of
the estimates. Professor D. R. Gadgil visited the Unit on a few occasions
and there were a number of meetings between Dr. V. K. R. V. Rao and the
Secretary. The Chairman also looked after the detailed work of the Unit
in certain directions.

1.4. Four meetings of the National Income Committee (NIC) were held
between 16 and 18 November 1951, and two meetings on 21 and 22 February
1952, in New Delhi, in which the form and contents of the report and the
estimates were considered. In this session a rough outline of the final
report was got ready by the members, and the NIU was asked to circulate
a draft of the report on the agreed outline. However, at its 41st meeting
held on 10 October, 1952 which was attended by the Finance Minister, it
was decided at his suggestion that the Committee should examine the
National Sample Survey (NSS) from the standpoint of national income
estimation. The Committee subsequently met on a number of occasions
in 1953 and early 1954. The Final Report was signed in the 57th Meeting
of the Committee held on 14 February, 1954.

1.5. The report consists of 4 chapters and 4 appendices. Chapter 1 is
introductory. Chapter 2 presents the estimates of national income for
1950-51, 1949-50 and 1948-49 in different economically useful forms with a
description of the method of estimation. Chapter 3 gives a review of the
gaps in existing statistics and makes recommendations for the improvement
of the quality of the available data and for the collection of essential
statistics required for estimating national income. Chapter 4 deals with
ways and means of improving national income estimates and of promoting
research in this field. In the First Report various general questions on
national income and related estimates had been discussed. The First and
the Final Report thus cover all the terms of reference of the Committee.

* For abbreviations used see glossary in the end.
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1.6. Appendix 1 gives estimates for 1950-51, 1949-50 and 1948-49 all
expressed at 1948-49 prices and enables the reader to get some broad idea
of the variation in real product during the period. Appendix 2 gives an
account of the error margins involved in the estimates presented. Appendix
3 presents the estimates for 1948-49 as given in our First Report side by
side with the revised estimates for the same year as given in this report.
Appendix 4 gives a bibliographical list of the sources of data used.

1.7. It would be fitting to close this chapter with an acknowledgment
of help received in the work of the Committee. A large number of institu-
tions (both Government and private) helped materially in the work of the
Committee. Help was also received from a number of research workers
in the field in their individual capacity. The Committee’s thanks are also
due to the foreign advisers Professor Kuznets, Mr. Stone and Dr. Derksen.

1.8. Lastly, we express our gratitude for the help we received from the
Ministry of Finance. Both Dr. John Mathai, who was Finance Minister at
the time of the inception of the Committee, and Shri Chintaman D.
Deshmukh, the present Finance Minister took an active interest in our
work and were present at some of our meetings. Shri Pares Chandra
Bhattacharyya, Joint Secretary, Ministry of Finance*, helped in our work
in all possible ways. The National Income Unit under the leadership of
Shri Moni Mohan Mukherjee, the Secretary of our Committee, prepared
the estimates and performed the secretariat work with initiative and
competence.

* Now, Financial Commissioner, Railway Board,



CuapTErR Two
THE ESTIMATES OF NATIONAL INCOME
I. INCOME ORIGINATING IN DIFFERENT SECTORS.

2.1. In this chapter, we set out estimates of the various components of
the national income for the three years, 1950-51, 1949-50 and 1948-49. The
figures for 1948-49 have been set out afresh, as they have been revised and
made comparable with the figures for 1949-50 and 1950-51. The estimates
for 1948-49 as given in our First Report and as given in this report are
-presented side by side in appendix 3.

2.2. While we have thought it proper to drop the table on national
accounts presénted in the First Report, it remains the unifying principle
of the tables presented. The reason for dropping the aecounts is that we
-have not yet been able to prepare good enough estimates of the four items
which were represented by symbols in that table. The accounting table,
in fact, brings together the concepts which we want to measure. We have
succeeded in measuring most of the flows given in the table, but some
important flows yet remain to be measured. It is hoped that these will
also be measured in the near future. We have not used a more elaborate
accounting framework because this will involve large number of flows
of which statistical estimates are not likely to be available in the near
future.

2.3. To build the conceptual framework we start with a basic concept
of production which can be described as provision of goods and services,
and the national product is regarded as the totality of production free of
duplication. It is well known that this can be obtained in three ways.
The first is to sum the value of the gross output (sales plus self consump-
tion plus increase in stocks) of all producers and to deduct from this total
the purchases of these producers from other producers, i.e., the value of

_intermediate products, and the depreciation of equipment used up in the
process of production. A net figure of this kind can be obtained for each
producer separately and represents the value added by him to the value
of the intermediate products with which he starts and hence his contri-
bution to the total value of unduplicated production. Looked at from a
different point of view, this value added represents the wages, profits and
other forms of income that accrue in productive activity, and hence the
same total can be obtained by summing up the various incomes paid and
accrued. A third alternative is to seggregate all final products available

4
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for consumption or for investment and to add the corresponding values,
leading again to the same total. The last approach, however, will not be
considered in what follows. The first two approaches will respectively be
described as the product and the income approach,

2.4. In the set of tables presented by us the estimates have been derived
in part by the product approach and in part by the income approach. The
method followed by V. K. R. V. Rao in his estimate of the national income
of India for 1931-32 is similar, except that our estimates have perhaps a
smaller measure of inaccuracy than his, mainly because of the availability
to us of more data. Nevertheless, it should be possible to compare these
estimates, after making adjustments, of course, for territorial changes due
to partition and for price changes.

2.5. The estimates presented by us are, generally, based on the regular
official statistics, both Central and State. We have also made use of
various uripublished material available in the ministries and States. But
except under unavoidable dircumstances, we have not collected fresh
statistical material for preparing our estimates. The level of accuracy
and comprehensiveness of our estimates is, thus, closely linked with the
corresponding level of official statistics.

~ 2,6. It will be convenient to discuss our estimates under the following
heads:—

A. working force
. agriculture
. animal husbandry
. forestry

fishery
mining
. factory establishments
. small enterprises

organised banking and insurance

other commerce and transport
. professions and liberal arts and domestic service
. public authorities
. house property
. balance of payments and net income from abroad.

ZERrRAE-"mQEAMUOOQW

After discussing the estimates of net output in each sector, we shall pass
on to aggregation and shall present the tables bringing out the relations
between several aggrégates.
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A. Working force

2.7. In this section, we discuss the methods adopted for compiling our
estimates of the working force in India. The basic data in connection
with income estimation relate to the size of the economically active popu-
lation in the country, and the distribution of this working force into
occupational classes. This enables not only a proper accounting of the
total commodity production available for consumption and investment
but also makes possible the estimation of the value of services for which
no quantitative measure of output is possible. It also makes possible an
analysis of the productivity per person in different branches of economic
activity, the distribution of income by various classes, etc. The data that
may be pressed into service for such analysis are of two types: (i) periodic
population censuses, furnishing information on the total size of population
as also its distribution with reference to the number of persons in different
branches of economic activity, and (ii) other economic statistics of a fairly
regular nature dealing with the employment of people in different
industries and occupations, and other subsidiary records giving information
regarding manpower utilisation.

2.8. Census occupation data: Decennial censuses are available from
1881 onwards. (For 1872, a partial census, giving the population of different
British provinces for different years, is also available).. The geographical
coverage of the censuses .is not strictly comparable, but adjustments, or
at any rate sectional or provincial comparisons are possible with a fair
degree of reliability from1901. Estimation of the occupational distribution
of the population, however, presents both conceptual and practical diffi-
culties. Conceptual difficulties centre around the definition of ‘gainfully
occupied’ population and also of ‘occupation’. As the census report for
1901 states, “It is often very difficult to say at what particular point the
line is to be drawn. Is a woman to be shown as a worker because she
husks the rice eaten by the family or weaves clothes for their use or is a
child to be so regarded because he occasionally looks after his father’s
cattle?” This difficulty pertains especially to agriculture, where the house-
hold economy makes for such difficulties in definition. Similar difficulties
arise in most sectors due to the existing social system. The census report
for 1931 points to such a case. “............ It is difficult to see how............
working dependents returned under............ Police can represent persons
whose occupation is the preservation of the public peace............ police are
to be found whose office is hereditary............ and is automatically filled
by relatives............ when (he) is indisposed............ For these reasons the
figures cannot claim to be more than an approximation to the truth”. The
social system similarly creates difficulties in the enumeration of women
workers, as many people feel shy in recording their wives as workers for
Teason of prestige.

2.9. Another difficulty in connection with the analysis of occupation
data is concerned with the definition of ‘dependents’. The concept of
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dependents was introduced in 1901 but no distinction was made between
working dependents and non-working dependents so that the occupation
returns show only the principal and the subsidiary occupations. Thus,
until 1921, ‘working dependents’ were also treated as ‘workers’ the only
distinction available being between ‘workers’ and ‘non-working dependents’.
The term ‘working dependent’ ‘which wag introduced in 1931, stood for
one who “assisted in the work of the family and contributed to its support
without actually earning wages”. His economic status cannot, however,
be compared to that of the ‘partly dependent’ of 1941 or ‘earning dependent’
of 1951. The ‘partly dependent’ was a person whose income from occupa-
tions or means of living was .too insufficient for him to make both ends
meet, so that he had to depend on some self-supporting person of his family
for support. This definition compares very closely to 1951 ‘earning
dependent’ who is basically regarded as economically semi-active and
secures a regular income (in cash or in kind), no matter however small,
but not sufficient to support him.

2.10. Not a little difficulty attaches to the interpretation and the analysis
of census occupation data because of the changing definition of ‘occupation’
and the different interpretations given to this word in different periods
and even during the same period according as the enumerators thought
fit. Until 1941, data on occupation related to gainfully occupled persons.
The 1951 census seeks to ascertain, the ‘economic status’ and ‘means of
livelihood’ of every person enumerated. Though these terms are clearly
defined, in practice there have been ambiguities in interpretation. India’s
social system, the joint family system which provides for the unemployed
people, social prejudice against returning non-working people as not gain-
fully occupied, the genuine practical difficulty of classifying people tempo-
rarily unemployed in one or other of the occupation categories, as also the
practical difficulty of classifying casual labourers, occasional farm hands
and dependents who help other members of the family in more than one
calling, all these present difficulties in making comparison of occupation
returns over a long period. The accuracy and homogeneity of the returns
are thus greatly affected, and make it difficult to use census data as even
approximate indications of historical trends.

2.11. Table 1 presented below gives the percentage of working popula-
tion to the total population over 1901—1951. As would be obvious from a
careful perusal of the table, there are wide fluctuations in the working
force in the same State over decades, as also marked differences between
the States in the same year. A comparison of these percentages for class A
States over 1901—1951 ind:cates the danger of attaching too much reliabi-
lity to.the past figures of accupation classification. It is possible that for
India as;a ‘whole the errors may cancel out, but they make nonsense of
any projection or long period comparison of the changes in the occupation
pattern of the country.
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TABLE 1 : PERCENTAGE OF WORKING POPULATION! TO TOTAL
POPULATION, 1901-19571

States 1901 1911 1921 1931 1041 1951

(n ) (3) @) (s (6) )
Madhya Pradesh 67 59 59 53 48 56
Bombay 53 47 45 39 47 43
West Bengal 2 40 36 35 29 36 35
Assam 50 46 46 45 38 43
Bih r ® 1 38 6
Orissa ? J 48 49 41 43 gs
Madras 53 SI 48 5s 36 3
Puujab ? 38 39 35 35 42 39
Uttar Pradesh 49 st 53 49 34 42

? Working population for 1901-1921 consists of workers only but latter on, working de-
pendents (a new classification in 1931 census) were shown separately ; these have been in-

cluded with the workers.

‘? Bengal and Punjab in 1941 and 1951 correspond to the partitioned area coming in the
Indian Union but for previous years relate (o the whole of Beng:1 and Punjab. For 1901,
Punjab includes North West Frontier Province as well.

3 Bihar and Orissa have been taken together for all the census years except 1941 and I95I.

2.12. If attention is concentrated on all India totals and not on statewise
distribution of occupation, and if figures of a more recent period are adopted
for the purposes of comparison, the results would be more consistent and
plausible. Due to the changed tabulation scheme of 1951 census, an attempt
has been made to build up an overall estimate of working force of the
Indian' Union for 1941 on the basis of Y-sample tables* and other State
tables relating to the same year, the figures having been appropriately
adjusted for the changed tabulation scheme for strict comparison with
1951. figures. Details of the comparison of livelihood classes of the 1951
census with the occupational groups of 1941 and 1931 censuses are given
in the subsidiary table 5.6 in the 1951 Census Report for Uttar Pradesh
(Part 1-B). This has been used by us with a few minor changes. The
results are furnished in tables 2 and 3.

2.13. In table 2 presented below, we have given the occupational distri-
bution of the working force for the Indian Union, inclusive of Jammu and
Kashmir, for the years 1941 and 1951 according to the Indian Census
Economic Classification (ICEC) Scheme. This, as referred to earlier,
involved recasting the 1941 figures in the 1951 pattern. Further, adjust-
ments had to be made in respect of the 1941 Census sub-class XI, i.e,
‘insufficiently described -occupations’ reference to which has been made
in a subsequent paragraph. Tables 2 and 3 are given below.

* Occupstion tables based on a 2 p. c. sample of census slips.



TABLE 2:

DISTRIBUTION OF WORKING FORCE AS OBTAINED FROM THE CENSUS

—_— (figures in lakhs)
1951 1941
livelihood classes
self-supporting persons carning total self-supportin ing |
: dependents w?rking pPOFiing persons d:;erx?:lgﬁts w(t’otgl
o tking
males females l total e males females | total force
(1 @ | 6 @ ) ©® @ ® | ® | @ |
J—IV* agricultural classes : total 593 127 720 283 1003 554 136 690 71 861
V production other than cul-
tivation . . . 105 18 123 44 167 107 24 131 33 164
VI commerce 54 6 60 13 73 51 9 60 9 69
VII transport 17 17 3 20 14 14 2 16
VIII other services and miscel-
laneous sources 108 20 128 41 169 76 23 99 21 120
V—VIII non-agricultural classes :
otal . . . - 284 44 328 101 429 248 56 304 6s 369
GRAND TOTAL . 877 171 1048 384 1432 802 192 994 | 236 | 1230
)

sRoman numerals are the class numbers used in the 1951 census,

! juoday urd

pS61 fluoniqayy



TABLE 3: DISTRIBUTION OF WORKING FORCE OBTAINED FROM CENSUS AS PERCENTAGE OF TOTAL POPULATION

1951 1941
livelihood classes .
self-supporting persons earning total self-supporting persons earning total
dependents| working dependents| working
force force
| males females | total males females total
(n (2) (3) 4) ) (6) )] (®) 19) (10) (11)
I—IV* agricultural classes : total 16.4 3.5 19.9 7.8 27.7 17.4 4.2 21.6 5.4 27,0
V production other than cul-
tivation . . . 2.9 0.5 3.4 I.2 4.6 3.3 0.8 4.1 1.0 5.1
VI commerce I.5 0.2 1.7 0.3 2.0 1.6 0.3 1.9 0.3 2.2
VII transport 0.5 0.5 0.1 0.6 0.4 0.4 0.1 0.5
VIII other services and miscel-
laneous sources 3.0 0.5 3.5 1.2 4.7 2°4 0.7 3.1 0.7 3.8
V~—VIII non-agricultural classes :
total . . . 7.9 1.2+ 9.I 2.8 11.9 7.7 1.8 9.5 2.1 1.6
GRAND TOTAL 24.3 4.7 29.0 10-6' 39.6 2§.1 6.0 31.1 7.5 38.6

*Roman numerals are the class numbers used in the 1951 census.

231 WW0) 2WOOUT ]DUOWDAN
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2.14. From table 2 it may be noted that even though there has been
appreciable rise in the total working force in all the livelihood classes,
the number of self-supporting females shows a fall everywhere. This fall
is, however, offset by a steeper rise in the number of earning dependents.
It will be seen from the above that the proportion of earning dependents
to self-supporting males has considerably gone up. Table 3 is derived
from table 2 expressing the working force distribution as percentages of
the total population (361-2 and 318:8 million persoms in 1951 and 1941
respectively).

2.15. Apart from the limitations outlined above regarding long period
comparisons, the census data also present other conceptual problems of
analysis and interpretation. From 1911 till 1941 all occupations were
classified according to a scheme which comprised four main classes, viz.,
(i) production of raw materials, (ii) preparations and supply of material
substances, (iii) public administration, and (iv) miscellaneous, and
twelve sub-classes. Each sub-class consisted of a number of orders which
numbered 55 in all. These orders were further split up into a number
of sub-orders which in turn were further divided into various groups,
the total number of such groups being 195 and 236 in 1931 and 1941
respectively. Information in 1931 and 1941 was presented under three
heads: principal occupation, subsidiary occupation and occupation of
working dependents.

2.16. In the 1951 census, the ICEC Scheme was introduced, according
to which all occupations are divided into eight livelihood classes as given
below: —

I. cultivation of land wholly or mainly owned;
II. cultivation of land wholly or mainly un-owned;
III. cultivating labourers;
IV. non-cultivating owners of land and agricultural rent receivers;
V. production (other than cultivation);
VI. commerce;
VII. transport;
VIII. other services and miscellaneous sources.

The first four classes belong to the category of agricultural classes and the
rest to the category of non-agricultural classes. Each of the eight liveli-
hood classes are divided into three sub-classes, with reference to their
economic status, wviz., ‘(i) sélf-supporting persons, (ii) non-earning
dependents and (iii) earnihg dependents. Barring a few exceptions, every
self-supporting person is economically active and the means of livelihood
which provides him the largest income is his principal means of livelihood,
the second in order of size being his secondary means of livelihood. The
data relating to such persons are given in Economic Table I of the Census.
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Further, detailed breakdown of self-supporting persons in all non-
agricultural activities, generally referred to as ‘industries’ and ‘services’
in the ICEC Scheme is given in Economic Table III by 10 divisions and
88 sub-divisions. It is understood that further detailed breakdown may,
at a later date, be available by groups, which number 211 in all. As for
non-earning dependents, they are economically passive and therefore, fall
outside the working force. “All earning dependents are economically
semi-active only. Though they contribute to the carrying on of economic
activities, the magnitude of their individual contribution is deemed to
be too small to justify their description as economically active.”* Their
contribution is, however, taken into cognizance in Economic Table II
which classifies, besides these earning dependents, all self-supporting
persons, who have one or more secondary means of livelihood, by eight
livelihood classes. The different aggregates based on the figures for self-
supporting persons (S.S.) and earning dependents (E.D.) which could be
used for national income estimation are as follows:—

(a) S.S.+E.D.+self-supporting persons with secondary means
of livelihood already included in S.S. = all incomes;

(b) S.S.+E.D.=working force; and
(c) S.S. = self-supporting persons.

From the point of view of national income estimation, account may be
taken of all three. The problem of an equivalence scale, or the problem
of attaching weights or importance to earning dependents or to subsidiary
occupations in relation to self-supporting persons, becomes a highly com-
plicated one and its solution involves assumptions which may not be justified.
It may be seen that subsidiary occupations are most important in agricul-
ture and cottage industries. It is also possible that an earning dependent
may be earning less than the self-supporting person in any occupation.
However, the social system of the country according to notions in which
an aged and infirm father is regarded as a self-supporting person while
his grown-up sons are treated as earning dependents, makes it difficult
to treat earning dependents in any way different from the self-supporting
persons. The essential problem in this connection relates to the possible
difference in the productivity of these, and also to the degree of strictness
with which the census enumerators enforce the instructions for filling up
the questionnairest

2.17. A minor problem cbnnected with natjonal income estimation
consists of adjustment of some of the livelihood classes as outlined in
table 2 above. For this, analysis by census sub-divisions and sometimes
even by groups is necessary as a few activities are incorporated in classes
other than those in which they should be classified for national income
purposes. Thus, for instance, people enumerated in census division

*Quoted from the ICEC scheme,
tIn this resoect, our treatment differs markedly from that of V.K.R.V. Rao who used sn
equivalence scale of 1 principal worker=4 working dependents==3 subsidiary workers.
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‘primary industries not elsewhere specified’ such as stock raising, planta-
tions, forestry, etc., have to be removed from the sub-class ‘industry’ and
transferred to the sub-classes ‘exploitation of animal and vegetation’ where
they belong. The 1951 census does not give detailed breakdown of the
earning dependents by respective sub-divisions and groups. Therefore,
assumptions become necessary to distribute the earning dependents by
the sectors given in our industrial origin table. The only satisfactory
solution appears to be the assumption that the distribution of earning
dependents within each livelihood class is similar to that of self-supporting
persons of the same class as available in Economic Table III. Further,
the Economic Table II does not contain details of about a million earning
dependents in Hyderabad State who have escaped cross classification for
this table. Thus the total number of earning dependents according to
Economic Tables I and II differ by about a million. Necessary adjustments
have, however, been made on a pro-rata basis.

2.18. The 1951 census provides us with a variety of additiona] data
very important for an analytical study of various economic problems.
The ICEC Scheme has established a comprehensive economic classification
of the population as a whole and not merely of persons who are gainfully
occupied. Further, it throws light on the economic status of all economi-
cally active self-supporting persons who have been classified under the
categories ‘employer’, ‘employee’, and ‘independent worker’. An ‘employer’
is defined as a person who has necessarily to employ other persons
in order to carry on the business from which he secures his liveli-
hood. Thus anybody employing a servant for domestic use, ete., cannot be
called an employer merely on that account. Similarly by an ‘independent
worker’ is meant a person who is not employed by any one else and who
does not also employ anybody else for earning his livelihood. This informa-
tion has been very advantageously used in the income estimation in the
‘other commerce and transport’ sector of our present estimates. Another
feature about the 1951 census is that it gives us the urban-rural break-
down of the occupation returns*. Further an attempt has also been

made to prepare livelihood classes by age groups on the basis of a 10 p.c.
sample of census slips.

2.19. The 1951 census returns being available we have used both the
1941 and the 1951 data for the derivation of the working force in 1950-51,
1949-50 and 1948-49. As regards.the year 1941, the 2 p.c. sample tabula-
tion of occupation data in respect of all class A States and complete census
tabulation results in respect of some of the former princely states and a few
of the class C States are available for purposes of occupation analysis of the
working force in the country. Table 4 given below indicates the proxi-
mate coverage of the two sets of data for 1941.

*The 1931 census returns furnished occupation figures only for some towns snd these
were used by V.K.R.V. Rao to frame an all-India estimate of urban-rursl breckdowr of
the occupationat tables for that year
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TABLE 4: COVERAGE OF Y-SAMPLEVAND COMPLETE CENSUS TABULATION
OF OCCUPATION RETURNS FOR 1941

(figures in thousands)

population
population not
States covered 1941 covered
y population 1‘3;
Y-sample -
sample
(1) (2) 3) @
. Madras 49,841 49,841 .
‘.{. gggrbay . 21,431 24,977 3,546
3. West Bengal 16,132 21,196 5,064,
4. Uttar Pradesh 55,895 56,346 451
s. Punjab 12,675 12,697 22
6. Bihar . 36,546 36,546
7. Madhya Pradesh 19,648 19,648 .
8. Orissa 12,145 13,768 1,623
9. Assam 7,182 75472 290
10. Baroda . 2,855 2,855 =
11. Assam States 726 1,880 1,154
ToraL . 235,076 247,226 ‘12,150
population population
covered 1941 not
by population  covered
States complete by
tablulation complete
tabulation
12. Ajmer . 584 584 .
13. Andaman and Nicobar Islands . . 34 34
14. Bilaspur . . 110 110
15. Coorg. . 169 169
16. Cutch. . . - 501 501
17. Delhi . . 918 918 ..
18. Himachal Pradesh . . e 935 935
19. Panth Piploda . . .. s s
20. Madhya Bharat . . 4,006 75143 3,137
21. PEPSU . . . . .. 3,424 3,424
22. Vindhya Pradesh . . . 3,565 3,565
23. Bhopal . . . . 78s 785
24. Travancore-Cochm . 7,493 7,493 ..
25. Hyderabad . . 16,339 16,339 ..
26. Junagadh . . 671 671
27. Kashmir . 4,022 4,022 ‘e
28. Mysore 7,329 7,329 ..
29. Kholapur .. 1,092 1,092
30. Sikkim . 122 122
31. Saurashtra . .. 3,343 3,343
32. Jodhpur 2,556 2,556 .
33. Rajasthan 45264 4,264
34. Bikaner 1,293 1,293
35. Jaipur 3,041 3,041
36. Jaisalmer 93 93 ..
37. Matsya 1,838 1,838 ..
38. Bombay (Abu state)"‘ 4 .. (—4)
ToTAL . 53,780 71,669 17,889

GRAND TOTAL 288,856

318,895(a) 30,039

*1941 population of Abu state has been included in Bombay.
(@) Source : Census Paper No. 2, 1949.
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2.20. Detailed notes in respect of the working force estimates based on
the 1941 occupation data as presented in the First Report were given in
the appendix to that report. The procedure indicated in the notes has,
in general, been retained with the difference that sub-class XI, i.e,
insufficiently described occupations has now been reallocated in a different
way. The first three groups of this sub-class, viz, (a) manufacturers,
businessmen and contractors otherwise unspecified, (b) cashiers, account-
ants, book-keepers, clerks and other employees in shops, and (c) mechanics
otherwise unspecified, have now been reallocated among the sub-class III
(industry), IV (transport) and V (trade) on pro-rata basis, whereas the
last two groups, viz., (d) labourers and workmen otherwise unspecified
and (e) means of livelihood exists, but is completely unspecified, have
been taken over to sub-class I (exploitation of animals and vegetation).
There has been no other change in the procedure.

2.21. As regards 1951, Economic Tables I, II and III do not include the
population of Jammu and Kashmir as also another 0-2 million persons,
whose enumeration records were destroyed by fire in the census tabulation
office at Jullunder. For our calculation we have appropriately raised the
given working force for the additional papulation, retaining the original
percentage distribution. The final figures have been presented in table 2
earlier. For derivation of the total working force for 1950-51, 1949-50 and
1948-49, the method of logarithimic interpolation has been adopted for each
livelihood class. These totals have then, with the aid of 1951 Economic
Table III, been reclassified to make them exactly comparable with figures
given in Table 1 of the First Report. That is, the figures are given broadly
by the 1941 census sub-classes.

2.22. The exact method adopted for arriving at the distribution of the
working force is given in the Appendix to the First Report, our modifica-
tions of the estimational procedure used therein being given below. We
also briefly discuss here some data giving sectional manpower utilisation
statistics, which have been considered and sometimes used for adjustment
purposes.

2.23. Total population in the Indian Union, based on 1951 census, was
made available by the Census Commissioner (now published in the
Census Paper No. 1). Population for the entire Indian Union (excluding
Jammu and Kashmir and part B tribal areas of Assam) in March 1951
was 356-829 millions. To this has been added 4-41 million for Jammu
and Kashmir. Part B tribal areas of Assam (not included in any former
census) are not included in present estimation. Total estimated population
in 1951 thus works out at 361:239 million, the corresponding estimates of
population in 1941 being 318:788 million persons. Population for 1950-51,
1949-50 and 1948-49 have been estimated for each of the constituent States
by logarithimic interpolation, and the totals in the three years work out at
359-334, 354-820 and 350379 million persons respectively.
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2.24, Statistics of factory employment: Employment statistics for
factory workers are collected by the Labour Bureau (LB), through zonal
Chief Inspectors of Factories (CIF), under the Factories Act and the Pay-
ment of Wages Act. Until 1948, the Factories Act (1934) enforced such
collection of statistics, as one among many other obligations, for all factories
employing 20 or more workers and using power (under section 2j of the
Factories Act). The Act also empowered State Governments to notify
any factory employing between 10 and 20 workers and using power and
also any factory employing 20 or more workers but not using power.
These were variously known as factories coming under section 5(1) or
79(A). Statistics of 2j factories are reasonably complete, covering more
than 80 p.c. of the factories falling within the purview of the Act, although
the coverage was not so complete in the Class B States, where the
Factories Act either did not apply or did not apply in the same form
until recently. For the 5(1) or 79(A) type of factories, the coverage was
far from satisfactory, as the notification of such factories was left to.the
discretion of the State authorities. The possibility of evasion of the Act
by border-line cases and also by a nominal division of ownership of any
factory between two or more partners, and putting less than 20 workers
in different parts of the factory and designating them as separate units
or factories—may also lead to underestimation of factory employment.
The 1948 Factories Act covers all factories employing 10 or more persons
and using power, or those employing 20 or more workers but not using
power. These are covered by sections 2m(i) and 2m(ii) of the Act res-
pectively and may, therefore, be thus designated. Further, the Act
includes all persons working in an establishment where the process-of
manufacturing is being carried on, and would thus include clerical and
other staff on the factory premises* on roll. Independent estimates are
available of average absenteeism, by major industry groups, and the actual
number of labourers may thus be roughly estimated by adjusting the
employment statistics for absenteeism. Statistics of . employment (as
defined above, unadjusted for absenteeism) and absenteeism are given in the
annual Indian Labour Year Book (ILYb) and monthly Indian Labour
Gazette (ILG) both published by the LB.

2.25. Apart from the LB, employment statistics for factory labour are
also collected by the Directorate of Industrial Statistics (DIS), under the
Industrial Statistics Act of 1942, as part of their annual Census of
Manufactures (CM).. The CM so far covers only 29 (major) groups of
industries out of a total of 63 groups into.which all industries have been
classified for this purpose, and statistics are available both for the numbet
of ‘workers’ and for the number of ‘persons other than workers’ for each
of the 29 industries covered by the CM. The definition of ‘employment’
again is the same as that for statistics collected for the LB by the zonal

* There is some confusion about the actual implementation of this clause, and it is not
quite clear whether returns uniformly include such clerical staff. '
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CIFS, namely, the average number of people actually in attendance in
the factories. The coverage of the CM extends (so far) to all 2j factories.

2.26. In certain cases, statistics of factory employment as available
from the above two sources appear to be at variance with each other.
But such observations can only be approximate, because, a strict com-
parison between the two is not possible owing to the different classification
schemes for industries adopted by them. Estimates of the factory labour
force are also available from the Sample Survey of Manufacturing Indus-
tries (SSMI) as conducted by the DIS for 1949 and 1950. The SSMI covers
all the 63 groups of industries (barring two industries ordnance—and
railway workshops—for which no survey was made), and covers a
number of States outside the scope of the CM. Next, unlike in the CM,
the. SSMI gives a blown up estimate for the entire population.

2.27. For break-up of occupied persons in sub-class III between small
enterprises and factory establishments, figures of average attendance in
factories given by the SSMI have been utilised. This procedure is
necessary because the estimate of net output of factories is also taken
from the same source. Hence, the use of LB data on factory attendance
is rendered unnecessary. The exact estimational procedure followed is
described below. Figures for 1949 and 1950 as given in the SSMI have
been taken to apply respectively for 1949-50 and 1950-51 after adjustment
for absenteeism*. This adjustment amounts to an inflation of the figure
of attendance by the absenteeism ratio in order to get an estimate of the
number of persons on roll—a figure comparable with the census data of
occupied workers. The working force in small enterprises has been
derived by substraction of the factory employment figures (as nbtained
above) from the total working force in sub-class III. For 1948-49, in the
absence of comparable factory employment figures, the ratio of factory
employment to total number of gainfully occupied persons in sub-class
IIT for 1949-50, has been used for deriving factory employment in 1948-49,
employment in small enterprises being obtained as a residual.

2.28. Persons engaged in ‘construction and maintenance of buildings’
have, according to 1951 census classification, been returned under sub-
division 51, which might also include persons who draw their income

from government construction activity, without being strictly in the em-
ployment of government, such as contractor’s labour, etc. It is necessary,

therefore, to relegate such persons from the ‘industry’ sector and show
them under public administration. A rough estimate of such persons
from government accounts shows their magnitude to be about 10 p.c.
of the total number in the census sub-division 5.1. We have, therefore,
taken this 10 p.c.'of the total to public administration sector and the rest
are included in the ‘industry’ sector. Similar procedure applies to the

* Figures of absenteeism have been taken generally from the ilyb, 1949-50 an1 1950-51
375 M of Fin.
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railway workshop workers, who, though engaged in the actual manu-
facturing and repairing processes of the railway wagons, engines and
spare parts thereof, draw their income from the railway finances and as
such should be treated under railways. The actual number of such
workers is given separately in the Statistical Abstract (SA) for 1950.

2.29. Tea manufacturing was included in agriculture in the First
Report. Since processing (or manufacturing) of tea is now included in
industry, employment in tea manufacturing (as given by the SSMI) has
been included in factory employment.

2.30. Statistics of employment in mines: Information relating to em-
ployment in mines covered by the Indian Mines Act is collected by the
Chief Inspector of Mines (CIM) and published in the annual report on
the working of the Act. These statistics, however, relate only to class A
States as they stood before partition. Further, they relate only to the
mines covered by the Indian Mines Act, and do not take account of small
mines and surface diggings.

2.31. The Geological Survey of India (GSI), however, collects statistics
of employment in States not covered by the Mines Act and also for

extractive enterprises in class A States not falling under the scope of the
Mines Act. The GSI releases estimates of employment for the Indian

Union using the figures furnished by the CIM for mines covered by the
Mines Act and its own figures for other mines. This figure could be used
as-an independent check on the figure coming out of census occupation
tables, and in fact this has been done. For our purpose we have adopted
the latter estimate because its coverage appears to be wider. The former
estimate does not cover certain minerals, e.g.,, clay, barytes, felspar,
gypsum, Steatite, graphite and building materials, for which figures in
respect of quantity and value of production are available but no employ-
ment data are released.

2.32. Statistics of employment in small enterprises: No data, such as
those available for factories and mines, are available in respect of em-
ployment in cottage industries. Some estimates of employment in
weaving is available in the Report of the Fact Finding Committee (Hand-
loom and Mills) (1947). Scattered data are also available in respect of
employment for some cottage industries in eertain given regions. as given
by local field enquiries or surveys. These are, however, by no means
complete, nor is the information available in a form useful for the
present purposes. Hence, all these estimates are useless in the context
of-employment in the whole country. Apart from these data, some ad
hoc estimates of the employment in different cottage industrie’s are also
available, e.g., the estimates made available by the DIS, but these are
of the nature of guesses and not based on any scientiﬁé: study. For
statistics of employment for the cottage industries, therefore, one has
perforce to fall back upon census occupation data. The estimational
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procedure adopted has already been outlined in connection with notes on
factory employment.

2.33. Statistics of empioyment in plantations: For tea, coffee and
rubber plantations, figures regarding employment are available in a
satisfactory form and are published in the ILYb and various publications
of the Directorate of Economics and Statistics, Ministry of Food and
Agriculture (DESAg). The only gap is in respect of some small scale
coffee plantation, but some rough estimate for this also is given in the
Report on the Marketing of Coffee in India and Burma. For estimation
purposes, figures for 1950-51, 1949-50 and 1948-49 have been taken from
the ‘Indian Tea Statistics’ (DESAg), ‘Indian Coffee Statistics (DESAg)
and ‘Indian Rubber Statistics’ (DESAg) for the respective years. Figures
of absenteeism have, again, been worked out from the ILYb, and these
employment figures, after adjustment for absenteeism, have been taken to
give the number of gainfully occupied persons in plantations. The
estimates as derived above have been preferred to the estimates derived
from the census data and have been used for our table on working force.

2.34. Statistics of emp.oyment in railways, and posts and telegraphs:
Statistics of employment in railways is available in the Report by the
Railway Board on Indian Railways, published annually. Various cate-
gories of employees are differentiated as class I and II staff, class III staff
drawing a monthly salary above Rs. 250, class III staff drawing a monthly
salary below Rs. 250 and workshop and class IV staff. The above statis-
tics are available by different departments, for each railway separately.
These statistics are- available only for the Indian Government
railways (i.e., railways under the Railway Board) but not for all Indian
raiilways-in a consolidated form. No regular data are, however, available
in respect of casual labour employed by contractors for railway open line
or maintenance works or for building or other projects. For 1948-49,
however, according to the report of the Chief Labour -Commissioner
(Central) on the working of Payment of Wages Act on Railways, the
number of such casual labourers is estimated at 518 thousand persons
(ILYb, 1949-50). A study of the wage and salary bill of persons engaged
in railways, reveals that the number of such persons is unlikely to
exceed 50 p.c. of the above estimate. We have, therefore, added 2-6 Iakh
persons to the working force in railways as contract labour employed
on railway works projects. This is necessary as contract labour is paid
out of the railway finances. The Railway Board report does not also
cover porters and coolies who work on railway premises but derive their
living from passenger traffic. According to information received from
the Railway Board, out of about six thousand railway stations in the
Indian Union, there are two thousand major railway stations employing
about 25 thousand licensed porters. Assuming that the rest of the four
thousand stations would be employing about 5 thousand porters and
coolies, their total number may be estimated at about 30 thousand.
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Slight adjustment has also been made on account of the port trust
railways, the employment figures for which are not given in the Railway
Board report. For post and telegraph, similarly, annual departmental
administration reports are available which give information on the
strength of the gazetted and non-gazetted staff, with breakdowns for
different employing departments. Here again, the coverage of the statis-
tics is more or less complete apart from casual labour employed by con-
tractors no independent estimate for which is available.

2.35. In the First Report, telegraph and railway workshop workers
were supposed to have been included for population census purposes, in
sub-class III, i.e., industry and these workers were therefore, transferred
by us to sub-class IV, i.e., transport. In the 1951 census tables also, these
workers have been returned under the sub-class ‘industry’. The annual
reports on railways and posts and telegraphs, however, reveal that these
workers are in effect included in the direct departmental estimates and as
such we have taken them out from the sub-class ‘industry’, as otherwise
it would result in their double counting. Since, estimates of working
force for railways and posts and telegraphs are not based on census data,
no adjustment is necessary in the ‘transport’ sector on this count. Persons
engaged in the construction and maintenance of roads, bridges and other
transport works are, according to the 1951 census classification, returned
under sub-division 5.2. From the accounts of the public authorities, it
may be concluded that the railways employ nearly one-third of the
number of persons in this sub-division and the public administration,
roughly another one-third. The remaining one-third has been retained in
the ‘industry’ sector.

2.36. Statistics of employment in government departments: The
budgets of the Central, and a majority of the State Governments give the
sanctioned strength of staff for the older departments. However, no such
figures are available for newly started schemes or departments. Further,
no periodic information is available in respect of contract labour employ-
ed by contractors working for the Central or State public works depart-
ments. Hence, the data given in the budget accounts are incomplete.
The data, even as they are, are not consolidated at present, only a con-
solidated figure for the Central Government being available for the recent
past period. This last figure, together with change in employment, is
published in the Monthly Abstract of Statistics. Statistics of employ-
ment in the armed forces and in the defence services are not released for
security reasons. However, the census estimate of employees of the Union
Government which we have used is inclusive of public forces. Even in
the government sector, therefore, proper man-power statistics are not
available; further, the figures that are available are not collected and
presented in a readily useful form. Lastly, employment provided

by the State Governments is also not generally available except for a few
States.
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9.37. Statistics of employment in municipalities, improvement and
port trusts, and other local authorities: No data are available in respect
of employment in local governments, etc. The Labour Investigation
Committee report on principal municipalities in India gave some indication
of employment (by different categories) in certain municipalities, but
the information is not available for the ‘entire country. Information is
at present obtained from all municipalities by State Governments on the
details of taxation and other items of revenue and of appropriations for
expenditure but not regarding employment. The same deficiency exists
in respect of district boards, union boards and other local authorities. In
the absence of employment statistics for these, no estimate is possible for
the total employment provided by the public authorities sector as a whole.
The number of persons engaged in administration, local or central, cannot
therefore be assessed, except from the census occupation returns. The
latter are defective in this respect for seéveral reasons. In the first place,
the population census is taken only once in ten years. Although this
defect would apply for all occupations, it would have special bearing for
this sector in times such as the present, in view of the rapid changes in
the sphere of governmental activity. Thus, in recent years, the strength
of government administrative departments has increased considerably.
Temporary activities like rationing of foodgrains, etc., call for vast organi-
sational staff which may be recruited and disbanded between two census
years. Another defect of the census occupation data is that professional
workers like doctors and teachers in the employ of government may
either be enumerated under their professional categories or under govern-
ment. This latter difficulty creates problems of accounting of available
man-power for purposes of national income estimation. Finally, the census
occupation tables make no distinction between persons in the employ of
the Central Government, State Governments, municipalities and various
public corporations (like, for instance, the All India Radio, or the Damodar
Valley Corporation). Nor would there be any distinction-in the census
occupation returns between purely administrative departments, technical
institutions (like, for instance, a government polytechnic) and purely
commercial activities of the State (like the Delhi Transport Service). For
all 'the above reasons, reliance on census occupation data for figures of
employment in the government sector appears to be unsatisfactory. And
yet, as at present available, budget data alone carnnot replace the informa-
tion contained in the census figures of employment in government. In fact,
therefore, census occupation data have been utilised for the present
purposes of deriving total employment in government services
{administration).

2.38. Statistics ofi employment in miscellaneous other sectors: Some
statistics are available regarding the number of persons employed in educa-
tional institutions, film industry, urban commercial houses, etc. Educa-
tional statistics collected Until very recently, and published in the SA,
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did not give any figures of employment; recently, a new proforma for the
collection of comprehensive educational statistics has been circulated by
the Central Ministry of Education. Data on employment in (both teaching
and non-teaching) institutions are now available with effect from 1947-48.
No current estimate of employment in banks is available and hence an
arbitrary figure based on the number of branches has been used for our
purpose. This is because it is not possible to derive an estimate of working
force for banks on the basis of census returns. For insurance, we have used
the census data in the absence of any current material. The procedure
followed leads to an understatement of the working force in organised
banking and insurance but does not affect the estimate of income. For
the film industry, some very rough estimates of employment are available
in the Report of the Indian Film Enquiry Committee (1951), and also in
the Journal of the Film Industry. These are conventional estimates, and
at best very rough approximations. As regards the statistics of employ-
ment in urban commercial houses, data are available in respect of Bombay
State, under the Shops and Establishment Act of 1948, covering shops,

commercial establishments, residential hotels, restaurants and eating
houses, and theatres and other places of public amusement. The data

collected so far relate to 56 out of 62 municipalities or ‘local areas’, and
give break-downs of the number of employers and employees in different
occupations and different employment*. Similar, though more limited data,
are also available for a number of other States, in The Indian and
Palkistan Year Book (1951). Some other data, collected on a different basis,
are also available from the pilot census of retail trade, carried out by the
Ministry of Commerce and Industry, for Delhi.. A similar project is also

in hand for Uttar Pradesh. In the absence of all-India estimates, however,
the available data are of only limited significance and it is necessary to

make use of the census data for preparation of the estimate of working
force.

2.39. An examination of the different sources of annually collected
employment returns shows that their compilation has not been made with
the idea of carrying forward the estimates based on the decennial censuses.
The census occupation data serve the purpose of disclosing the occupational
structure only once in ten years. In order that this information could be
of use from year to year, this information needs be’yé,upplemented by other
types of annual statistics bearing on the employment situation in the
country. At present there is complete lack of information in this respect
especially in relation to the agriculture sector, small enterprises, trade,

and a major part of professions and services, while the coverage of material
on the other sectors is somewhat meagre.

2.40. Given below are estimates of the working force for 1950-51, 1949-50
and 1948-49, based mainly on census data but adjusted in the light of the
annual employment statistics discussed above.

* Cf. The Bulletin of the Bureau of Economics and Statistics, Bombay, October, 1950.
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TABLR 5 : DISTRIBUTION OF WORKING FORCE BY INDUSTRIES
(numbers in thousands)
1950-51 1949-50 1948-49
items number p.c. ‘number p.c. number p.c.
(D (2 (3 @ () (6) ¢))
1. agriculture, animal hus-
bandry and ancillary
activities . . . 1,02,731 71.8 1,01,I135 718 99,591 71-8
2. forestry . . . 350 02 349 02 348 0-2
3. fishery . . . 579 04 578 04 577 04
4. total of agriculture . 1,03,640 72'4  1,02,062 72:4 100,516 72°4
5, mining .. . . 780 0§ 778 05 777 06
6. factory establishments 2,969 21 3,070 2:2 3,065 22
7. small enterprises . 11,521 8.0 11,323 80 11,230 8-1
8. total of mining, manu-
facturing and hand-trades 15,270 106 15,171 108 15,072 109
9. communications (post,
telegraph and telephone) 195 0-1 175 o1 169 01
10. railways . . . 1,178 0-8 1,181 o-8 1,192 09
11. organised banking and
insurance . . . 147 o1 147 o1 147 o1
12. other commerce and
transport . 9,533 67 9,437 6-7 9,343 67
13. total of commerce,
transport and communi-
cations . . . 11,053 77 10,940 77 10,851 7-8
14. professions and liberal
arts . . . . 6,425 45 6,191 44 6,016 43
15. government services
(administration) . . 3,886. 27 3,765 27 3,597 2-6
16. domestic service . 2,947 21 2,847 2-0 2,751 2-0
17. house property . . ..
18. total of other services 13,258 9-3 12,803 91 12,364 89
19. total working force . 1,43,221 100-0  1,40,976 100-0 1,37,803 1000

20. population . - 3,59:334 .. 3,54.820 .. 3,550,379
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B. Income from agriculture

2.41. In deriving the income from agriculture, it is necessary to estimate
the agricultural output and the deductions necessary therefrom for netting.
We will find that in both of these there are a number of gaps, ambiguitieg
and other difficulties, which reduce the accuracy of the income figures
from agriculture.

2.42. The estimate of output is derived by multiplying acreage with
yield rate. We review below the basic material available under these
heads.

2.43. Direct estimates of outturn are available in respect of the major
crops in a large part of the Indian Union area from the periodic crop
‘forecasts’ made by the DESAg. For 1948-49, these relate to rice, jowar,
bajra, maize, ragi, wheat, barley, gram, sugarcane, sesamum, groundnut,
rape and mustard, linseed, castor, cotton and jute. Of the remaining crops,
periodic estimates of outturn are prepared by the DESAg for small millets,
cther pulses, potato, sweet potato, ginger, pepper, chillies, tea, coffee,
banana, indigo, sann hemp, tapioca, coconut, opium and rubber. In respect
of some other crops for which such periodic estimates are not available,
there are ad hoc estimates, which exist in the Directorate of Marketing
and Inspection (DMI) or in the Marketing Report (MR)s and which have
been used by us in this report. These relate to cardamom, citrus fruits,
grape, cashewnut and mango. There still remain, however, a number of
crops for which area figures are available in the Agricultural Statistics of
India (AgSt) but no figures of yield. We have, therefore, supplemented our
use of the forecast data and other estimates by the figures of crop utilisa-
tion given in the AgSt. We have also used the AgSt area data in prefer-
ence to the ‘forecast’ area data in the case of those States where the area
coverage of the forecasts is less than that of the AgSt.

2.44. Area: A major difficulty in combining the forecast yield data with
the crop area data given in the AgSt relates to the difference of coverage
of the two estimates in respect of area. The basic statistics regarding area
are contained in the AgSt. These are usually available with a lag of two
years, even in manuscript form, and take much longer to get published.
They contain .statistics of land utilisation for 615 million acres—the area
for which village papers exist—out of the total geographical area of
roughly 811 million acres*. There, thus still remains the cadastrally un-
surveyed area of 196 million acres which is roughly 24 p.c. of the total
geographical area of the country, for which land utilisation figures are
not available. These areas consist mostly of the Assam states, Central
India states and a large part of Kashmir. From the point of view of
statistics of land utilisation, therefore, these areas form what might be
termed as non-reporting tracts. A rough idea of the different types of
acreage statistics available may be formed from the following table relating
to 1948-49; later data are not available in an identical form.

- 811 million acres including the enemy held territory in Kashmir.
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‘TABLE 6 : THE AVAILABILITY OF STATISTICS OF ACREAGE
IN INDIA IN 1948—49

25

(in million acres)

reporting total non-
reporting reporti
based on  estimated & porting total
complete
enumera-
tion - .
1 2 3 4 5 6
temporarily] settled surveyed . 232 .. 232 232
provinces -unsurveyed . .. 87 87 87
total . 232 87 319 319
permanently settled | surveyed :. 73 73 73
provinces unsurveyed .. 10 10 .. 10
total . . 83 83 83
Indian States . surveyed . 145 5 150 49 199
unsurveyed - . e 5 5 175(a) 180
total . 145 10 155 224 379
total surveyed . . . . 377 78 455 49 504
tota unsurveyed® . . . . .. 102 102 175 277
grand total . . . . . 377 180 557 224 781(b)

(a) Obtained by subtraction from the total area.
(b) As given in the Census of India Paper No. 2, 1949.

2.45. The above table, adapted from the Co-ordination of Agricultural
Statistics in India (1950), Ministry of Agriculture, does not give the latest
figures, total area according to this table being only 781 million acres. As
will be seen from the above, even for the reporting area, there are pockets
of unsurveyed areas. The terms reporting and non-reporting have been
used here in the context of the AgSt, i.e,, the area for which complete
accounting of land utilisation is possible. From the standpoint of reliability
of data, therefore, there are four broad types of land statistics, namely,
(i) surveyed and reporting area, (ii) surveyed.but non-reporting area,
(iii) unsurveyed reporting area, and (iv) unsurveyed non-reporting area.

2.46. Even in regard to the surveyed and reporting area which is
generally based on a system of patwari records, some doubt exists regarding
their accuracy. It is suspected that patwari records of land utilisation may
become conventional in the sense that year to year fluctuations are not
always recorded and the estimates of area under any crop, therefore, tend
to become serially correlated to a large extent. For the rest of the report-
ing areas for which such detailed patwari records do not exist, i.e., for the
permanently settled areas, (with the exception of West Bengal where crop
estimates are on a sample survey basis), the statistics of area are even more
questionable. Thus the recent Bihar area survey based on complete
enumeration revealed the previously reported estimates of the total area
cultivated to be an under-estimate by as much as 8 million acres for all
crops taken together. The position regarding land utilisation statistics is

375 M of Fin.
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even more unsatisfactory in the case of the non-reporting areas the bulk

of which is unsurveyed and relates to that part of the IndianUnion which
was previously included in the Indian States.

2.47. Outturn: A major difficulty in respect of crop forecasts prepared
by the DESAg is that the area covered by these forec::'s is not the same
as the area covered by the AgSt. The reason for this is two-fold: (i) since
the AgSt is compiled only for those areas for which complete land utilisa-
tion statistics are available, and since additional area estimates are fre-
quently available for the major products grown outside that area, the
coverage of forecasts extends beyond the area covered by the AgSt and
(if) it does not also happen that the entire area reporting for the AgSt
also reports for these forecasts, as the availability of outturn statistics
side by side with area estimates is required for inclusion in the forecasts,
The matter is complicated further because the two sets of estimates are
not strictly comparable in the sense that the extent of their coverage is not
precisely "known. The following diagram may serve to illustrate the

complicated nature of the problem in respect of the coverage of different
statistics relating to agriculture.

Area for which both AgSt and crop
forecasts are available,

Arca for which AgSt only is avaii-
able. but no crop forecasts.

Area for which only crop forecasts

(for major crops) arg available
but no AgSt.

Area for which no information
whatsoever is available.

QG @O

2.48. As the bulk of our estimates of outturn is based upon forecast
data, it becomes necessary to discuss the reliability of the forecasting
agency and the method of forecast. The traditional crop outturn estimates
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depend on three variables: the area, the ‘normal yield’ and the ‘seasonal
factor’. We have already commented upon the area estimates from the
point of view of their reliability. The ‘normal yield' is supposed to be
based on periodic crop-cutting experimentsicarried out by district autho-
rities on a sample basis, the average yield for a recent period being taken
as the normal. There are several difficulties attendant on this procedure.
The crop-cutting experiments conducted by the district authorities are
based on purposive sampling and not on a strictly random sample basis.
Neither the size of the plot nor the number of experiments is adequate
for the purposes of generalisation. The normal thus fixed becomes the
normal yield for the entire district irrespective of variations within the
district.

2.49. The ‘seasonal factor’ is decided by the patwari on the basis of eye
estimation, and the crop is estimated as a certain portion of the normal.
What the patwari regards as the normal crop is not linked with the district
normal discussed in the previous paragraph. In fact, each patwari has his
own conception of the normal crop for his village and there is no way of
relating this to the district figure. Apart, therefore, from subjective bias
in estimation, the interpretation of the normal yield rests entirely on the
patwari. The seasonal factor is usually expressed as so many annas to
the rupee, and in a large number of cases the normal is taken to be either
12 or_14§ rather than 16 annas. Apart from the above, the method of eye
estimation makes for a general toning down of fluctuations in the actual
yield and it has been contended that the patwari has a tendency to under-
estimate the outturn in a bumper year and to over-estimate the outturn
in a lean year. - The result is some sort of a moving average over a period
of years rather than actual outturn from year to year. In permanently
settled areas, except West Bengal, this estimate of outturn is even more
inaccurate, as there is no proper revenue agency for reporting the outturn.

2.50. The estimates of outturn in respect of mixed crops present another
difficulty. Mixed sowings are quite popular in a large part of the country.
There are two distinct systems of mixed sowing, one where the sowings
are in different or alternative rows, and the other, where the sowings are
completely mixed together. In respect of the former, it is possible to
frame some sort of rough estimate of the area under each of these crops,
by counting the rows occupied by each. In the latter case, however, it is
not possible to frame any such estimates and conventional ratios are
adopted. Further, the outturn rates adopted for mixed crops are the same
as those for ‘pure’ crops. Thus, for instance in the event of a mixture of
wheat and gram, the outturn of wheat is taken at the same rate per acre as
that applying for unmixed wheat areas. It is not known to what extent
this may result in error in estimation, as experimental results on this
subject are still inconclusive,
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2.51. Apart from the above problem of outturn estimation, there are
several other minor complicating factors in outturn estimation. The units
of measurement are not uniform and there is considerable difficulty in
respect of the driage of certain crops. Thus, for instance, the outturn
estimates for ginger and chillies are either in terms of dry ginger and
chillies or in terms of green ginger and chillies; also-it is not known if the
driage allowance is uniform in different parts of the country. Another
complicating factor is the question of conversion ratio for paddy. The
officially accepted ratio is 67 p.c., while in actual practice the conversion
ratid is reported to vary from 55 to 72 p.c. For a crop like rice, any small
error in the conversion ratio would make for substantial error in the
estimate of outturn of cleaned rice. For nhational income purposes, it might
have been convenient to avoid the problem by evaluating the outturn of
paddy, but this is complicated by the fact that paddy prices are not avail-
able except for a few States.

2.52. Apart from the official forecasts of crop outturn, the Indian Council
of Agricultural Research (ICAR) has for some time been conducting
random crop cutting surveys in respect of the major crops in a large part
of the country. Until recently the ICAR experiments were confined to
rice and wheat and to the class ‘A’ States. In recent years the extent
and coverage of experiments have been increasing. Statistics of yield
rate as estimated by the ICAR are likely to be firmer than official estimates,
because they are based on more scientific procedure. We have, therefore,
used these figures wherever available in preference to the official forecast
figures.

2.53. Prices: The major problem in respect of price statistics is to secure
prices that are relevant for the producer. This requires an appraisal of
the time-spread of both sales and of prices. Theoretically. each act of sale
should be treated independently and the total product sold evaluated at
prices appropriate for these individual sales. “ In practice, however, it is
not possible to adhere to such a strict definition of the value of product
to the producer and it is necessary to have recourse to averaging. An
additional problem in connection with available price statistics is that
prices are available only for certain final types of products, so that a large
number of ancillary activities are also included in the value of the products
sold. This problem is not basically one of the deficiency of price statistics
but a problem of the nature of the economy where the functional distribu-
tion of economic activity is not specialised to a high degree. In'seeking
to find out the national income by industrial origin, this creates difficulties
in so far as it is only possible to estimate the product resulting from several
activities; and to the extent, the fundamental accounting entities, which
are the households, perform more than one economic function, such
difficulties are inevitable. Thus it happens that the value of the product
in agriculture sector includes some processing and also some trading
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activity by the primary producers and it is not possible to isolate the
contribution eof these different types of activity very clearly, The other
important problem in this field relates to the representativeness of, the
price average used. The ‘ideal’ average should take account of the regional
disparity of the prices, the quality differences, and the temporal disparity
of prices. Moreover it should be based on a sufficiently large number of
quotations so as to minimise the sampling type of error; also, the type of
average used for estimation should be as efficient as possible. Weighted
mean, of prices during the period in which the harvest yield is disposed
of at markets at which bulk of the producers sell their produce would
have been a fair approximation to this ideal. We have not, however,
succeeded in going anywhere near this for lack of adequate statistics needed
for the purpose. Our estimates are based, generally, on median of harvest
period prices and the estimation is made at the State level.

2.54. The available statistical material relating to prices is varied and
diverse. There are different series of prices and these may be considered

one by one as follows:—

(a) harvest prices;

(b) wholesale prices;
(c) retail prices; and
(d) procurement prices.

2.55. Harvest Prices: There are at present available two sets of harvest
prices, one collected by different branches of the Imperial Bank of India
and the other as published in the Season and Crop Reports for different
States. Both these sets of harvest prices are really wholesale prices in
important produce markets during the harvest time. They are mostly
urban prices and certainly include profits of the wholesalers or the bigger
grain merchants. To the extent that there are a large number of middle-
men between the wholesale trade merchant in these primary produce
mandis (markets) and the cultivator, there would be an element of trade
margin included in prices thus collected. The advantage of these prices,
however, is that they cover a large number of commodities and are also
available for a large part of the country. While the Imperial Bank
quotations cover only the more important produce mandis, the Season
and Crop Reports give harvest prices for each district. A defect of the
harvest prices given in the Season and Crop Reports of a few States,
namely, Bombay and Madras and for a few crops in Madhya Pradesh and
Uttar Pradesh is that they are actually retail prices during harvest time.
All these harvest prices—i.e., both the Imperial Bank and the Season and
Crop Reports price series—are, therefore, not prices obtained by the
producers, and any use of these prices implies that some trade margin
would also be included in the price of products evaluated. A new definition
of harvest prices has recently been evolved by the Ministry of Food and
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Agriculture which have circulated a scheme for the collection of ‘farm
prices’ for principal crops on an all-India basis. These prices have been
defined as the average wholesale price at which the commodity is disposed
of by the producer to the trader at the village site during a specified
harvest period. A scheme for the implementation of the above proposal,
in a standardised form, has been circulated by the DESAg to thé various
State Governments.

2.56. Wholesale Prices: Wholesale prices are available with the DESAg
and published in three different sets of publications: (i) the Agricultural
Situation of India (ASI) (Monthly), (ii) the Wholesale Prices of Foodgrains
(Weekly); and (iil) the Bulletin of Agricultural Prices (Weekly). These
prices cover most of the foodgrains for a large part of the Indian Union
area, and week to week quotations are published for important rnarket
centres for each crop. Alternative sets of wholesale prices are available
in. various State Government gazettes which give wholesale and retail
prices,

2.57. Retail Prices: Retail prices are published by the DESAg in the
Bulletin of Agricultural Prices and are also available in State Government
gazettes. From the point of view of evaluation of crop output, retail prices
are not of any value. However, for the determination of trading profits,
these can be used for deriving trade margins on different types of products.

2.58. Procurement Prices: Procurement prices are also available with
the DESAg but these prices cannot clearly be used for the entire volume
of product for a number of reasons. Procurement prices are genefally
lower than the current market prices, These prices may indicate a lower
limit to existing prices but by no means indicate the general level of
prices relevant for the producers. To the extent that foodgrains are
procured, the use of procurement prices is justified, but these prices cannot
form the basis of valuation of the entire product. :

2.59. The available statistical material relating to prices as outlined
above, has a number of limitations. The available prices show wide diver-
gences between regions and often, even within a geographical or economic.
region between districts. In the background of such wide regional
divergences, the complete non-availability of prices for certain areas makes
for considerable uncertainty in the valuation of national income. The
present procedure of valuation of crop output in such areas has been to
make use of prices in contiguous areas, but even the above procedure does
not solve the problem.

2.60. One of the serious limitations of price data available is the lack
of clear-cut definition of prices. The definition of harvest prices, for
instance, differs from State to State. Although it represents prices during
harveést time, careful analysis has shown that fhese harvest prices are
frequently higher than the averages over comparable harvest period
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calculated on the basis of the wholesale prices in small market towns or
primary produce mandis referred to in paragraph 2.55. These wholesale
price quotations, available week by week, offer greater area coverage.
These prices, however, are not available separately for products of different
quality and occasionally appear to be merely conventional prices in the
sense that quotations are repeated from week to week.

2.61. In spite of the limitations noted above, we have had to use such
price data as are available; and on the whole we have preferred to use the
wholesale prices during harvesting period for purposes of valuing the
agricultural output. The use of wholesale prices for valuation of crop
output at once results in: (a) removal of doubt as to the nature of price
data used, as they are much clearer in definition and coverage, and (b)
makes possible the use of a really representative price average since whole-
sale price quotations are available for major crops for each district in the
major States. Further, the average price for each State being the average
of a number of weekly quotations for a large number of centres, it is

possible that prices of different common varieties get into the average
used.

2.62. Land utilisation statistics as given in the AgSt are available upto
1949-50, subject to the following limitations: —

(1) 1949-50
(a) Mysore: figures relate to 1948-49.
(b) Travancore-Cochin: figures relate to 1948-49.
(c) Rajasthan: figures relate to 1947-48.
(d) Saurashtra: figures relate” to 1947-48.

(2) 194849
(a) Rajasthan: figures relate to 1947-48.
(b) Saurashtra: figures relate to 1947-48.

(c) Bombay (merged states only): figures relate to 194/-48
(d) Vindhya Pradesh: figures relate to 1947-48.

(3) There is an increase of about 32 million acres in the area report-
ing agricultural statistics which is mainly shared by Bombay, Jammu
and Kashmir, Madhya Bharat and Vindhya Pradesh. Some of the
details are shown below:

(a) Bihar: The area according to village papers has increased
by 0-5 million acres. This is due to a switching over from chowki-
darj system of area reporting to complete enumeration. In the
Estimates of Area and Production of Principal Crops in India, the
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acreage figures on complete enumeration basis are supplied by the
State from the year 1948-49.

(b) Bombay: The area coverage has increased by 12-2 million
acres. This is mainly due to the inclusion of merged states in the
area reported.

(c) Orissa: The area coverage has decreased by 1:-8 million

acres mainly because of transfer of certain areas from a reporting
district.

(d) Uttar Pradesh: The area coverage has increased by 0-8
million acres, owing to the transfer of some border areas from
Madhya Bharat.

(e) Jammu and Kashmir: The area coverage has increased by
2-4 million acres.

(f) Madhya Bharat: The (net) area coverage has increased by
5-1 million acres (after deduction of area lost to Uttar Pradesh).

(g) Vindhya Pradesh: The area coverage has inc¢reased by
12-7 million acres mainly due to inclusion.of some of the previously
non-reporting areas.

2.63. Owing to the limitations of available data, as outlined above, the
following procedure has been adopted. For all States with area completely
covered by the land utilisation statistics, (e.g., most class A States) the crop
area figures given by the land utilisation statistics have been adopted for
estimation of the cultivated area, both for 1948-49 and for 1949-50. The
area estimates for 1948-49 have been adjusted for the increased coverage
of data available for 1949-50. For all States where the coverage of the land
utilisation statistics is incomplete, revised estimates (based on crop fore-
casts) have been adopted for forecast crops. For all other crops, area
estimates according to land utilisation statistics have been taken. In the
case of 1950-51, revised estimates (crop forecast) figures have been adopted
for forecast crops and land utilisation statistics for 1949-50 for other crops.
The position may be summarised as follows: Revised estimates for
forecast crops were adopted (a) for 1948-49: in respect of Bihar, Bombay,
Orissa, Madhya Bharat, PEPSU, Rajasthan, Saurashtra, and Vindhya

Pradesh; and (b) for 1949-50: in respect of Orissa, Madhya Bharat, Rajas-
than and Saurashtra.

2.64. Estimates of out-turn have been derived on the same basis as
outlined in the First Report, namely, on the basis of the ICAR yield rates
wherever these are availahle, and revised estimates for all other forecast
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crops (where the ICAR yield estimates are not available). The ICAR
survey estimates are available for the following areas:—

—

name of crop States for which ICAR random crop cutting survey results are
available and have been used for estimating crop out-turn.

1950-51 1949-50 1948-49

rice . . . . All class A States All class A States All class A States
(except W. Bengal (except W. Bengal (except W. Bengal
and Punjab) and and Punjab) and and Punjab) and
Coorg. Coorg. Coorg.

wheat . . . . Bihar, Bombay, Bihar, Bombay, Bihar, Bombay,
Madhya Pradesh, Madhya Pradesh, Madhya Pradesh,
Punjab, Uttar Pra- Punjab, Uttar Pra- Punjab, Uttar Pra-
desh, Ajmer and desh, Ajmer and desh, Ajmer and

Delhi. Delhi. Delhi.
jowar . . . . Bombay and Madhya Bombay and Madhya
Pradesh Pradesh
bajra . . . . Bombay . . Bombay. .
gram . . . . Bihar, Madhya Pra- Bihar and Uttar
desh and Uttar Pradesh
Pradesh.
barley . . . . Bihar and Uttar Uttar Pradesh.
Pradesh.
tobacco . . . Bombay . . Bombay
masur . . . . .- Bihar
jute . . . . Orissa .
cotton . . . . Bombay and Madhya
Pradesh,

Apart from the above, estimates for all forecast crops in West Bengal are
based on random surveys conducted until lately by the Indian Statistical
Institute (ISI), and now by the State Statistical Bureau. For cotton, the
mean of the two consumption estimates (based on returns of cotton
ginning and pressing, and on textile mill consumption of raw cotton) as
prepared by the Indian Central Cotton Committee, has been used.

2.65. Departures from the First Report, in respect of out-turn estimates,
are as follows:—

(a) The gross value of output of tea has been derived from the
SSMI for 1949 and 1950, the value of input of raw tea in the m&nu-
facturing sector having been considered as the value of raw tea odtput
in the agriculture sector. For 1948-49, the 1949-50 estimate has been
deflated by the ratio of total tea output as given by the DESAg for the
two years. This procedure in respect of tea has been adopted in
order to ensure avoidance of double counting of the value of tea in
agriculture and in the factory establishments sector.

375 M of Fin.
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(b) Area and out-turn estimates for arhar, urd, rmung, and masur,
for all the three years, have been taken from the Ministry of Food and
Agriculture, and the earlier procedure of using conventional MR
estimates has been rejected. For arhar sticks (net evaluated earlier),
yield estimates (as related to output of arhar) have been obtained
from the Indian Agricultural Research Institute (IARI) and Govern-
ment agricultural colleges and attached State farms.

(¢) Area and out-turn estimates for chillies, pepper and ginger
have been obtained from the Ministry of Food and Agriculture.

(d) Finally, area and out-turn estimates for banana, sweet potato
and tapioca have been taken from the DESAg.- For 1950-51, area,
outturn and value of mango were available from the DMI.

2.66. For the reasons already indicated, we have used average whole-
sale prices during the harvesting period, wherever these are available.
However, as these prices are market prices of the crop, they imply two
things; first, they include the cost of processing of the crop like winnow-
ing, threshing, sifting of the grain from the husk, etc., including hand-
pounding of rice or parboiling wherever this practice is customary; and
secondly, these market prices include the payment for certain trading
activities and for storage or at any rate for transportation of the product
from the field to the market. As actual prices received by the cultivator
on the village site are not known, it is necessary in the present context
to change the definition of income from agriculture from a strictly
industrial definition to one relating to .fundamental accounting entities.
Thus, rice output implies not merely the cultivation of rice but also its
processing and its transportation to the nearest wholesale market. This
is necessitated by the fact that it is not possible to evaluate separately
the different functions performed by the cultivator in respect of crop
production. This is perfectly in order in so far as processing of Crops
is concerned, and to a small extent, even to primary marketing, since, the
accounting entity in this instance would be the farmer, and his income
from the farm would include payment for the processing and marketing of
farm products. As regards the problem of evaluation of home consump-
tion of one’s own produce, we have used the same prices as those used
for the marketed portion of the produce.

2.67. Quite apart from the above major change in respect of the basis
of valuation, some changes have also been made in the estimates of price
and/or average value per acre for crops for which out-turn and price
data are not directly available, as follows:—

L0 (a) small millets out-turn has been evaluated at ragi price, less
p.c.;

(b) other cereals (for which no out-turn data are available):
value per acre of small millets has been adopted;
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(c) other pulses: the value per acre of mung (with the lowest
value per acre among pulses for which direct estimation is possible)
less 10 p.c. has been adopted;

(d) other oilseeds: the value per acre of castor seed (lowest
among oilseeds for which direct estimation has been possible), less
10 p.c. has been adopted;

(e) other sugars: the value per acre of gur (excluding the value
of molasses and bagasse) has been adopted. In this context, the use
of independent estimates of out-turn, based on the MR on sugar, has
been abandoned;

(f) other dyes: the value per acre of indigo, less 10 p.c., has been-
adopted;

(g) other fibres: the value per acre of sann hemp, less 10 p.c., has
been adopted;

(h) other drugs and narcotics: the value per acre of opium, less
10 p.c., has been adopted;

(i) other fruits and vegetables: the average value per acre of
all fruits and vegetables (except grapes) for which direct estimation
has been possible, has been adopted. Grapes have been omitted for
this purpose owing to its extremely high value per acre and the
extremely small area on which grapes are raised;

(j) fodder crops: the value per acre of small millets (including
the value of straw) has been adopted.

2.68. The basis of the 10 p.c. deflation of the value per acre of known
crops for valuation of minor crops has been that inferior cereals, pulses,
condiments and spices, etc., would have a lower value than more import-
ant and higher priced (marketed) products. In respect of ‘other fruits
and vegetables’ no deflation has been made because quite a few important
fruits and vegetables have been left out of the ambit of direct valuation.

2.69. Apart from the above departures from methods adopted in the
First Report, the estimates for 1949-50 and 1950-51 for miscellaneous food
and non-food crops have been derived by inflating the 1948-49 estimates
of value per acre by means of the all-India general wholesale price indices,
as prepared by the Economic Adviser to the Ministry of Commerce
(EACom). Similarly, the average price of straw used for 1948-49 has been
adjusted by means of the same index and used for evaluation of output
of straw in 1949-50 and 1950-51.

2.70. We give below a summary statement of area, out-turn and value
of crop output in the Indian Union, for 1950-31, 1949-50 and 1948-49. Some
of the crops, the value of which is of an insignificant order, have been
lumped together.



36 National Income Committee
TABLE 7: AREA, OUTTURN AND VALUE OF CROPS
utturn value
crops (Iairl-fzcres) (laﬁh tons) (Rs. crores)
50-51 49-50 48-49  50-5I 49-50 48-49 SO-SI  49-50 48-49
(x) @ 3 @ () (6) 6)) ®) (9 (10
1. rice 760 756 728 219 234 245 1199 1079 1116
2. jowar 384 383 1369 56 58 50 194 181 189
3. bajra 223 229 197 25 26 21 81 89 94
4. maize 78 83 80 17 21 19 60 65 64
5. ragi . 54 59 57 14 16 15 35 39 39
6. wheat 24r 242 220 68 65 53 334 285 285
7. Dbarley 77 79 79 24 22 23 80 78 79
8. other cereals I5ST 152 158 . .. .. 51 55 56
9. gram 187 206 205 37 37 45 147 123 154
10. arhar . 54 70 66 17 15 13 83 62 56
1I. other pulses 231 224 219 30 .. . 159 125 116
12. linseed 34 38 38 4 4 4 26 26 22
13. sesamum 56 52 48 5 4 4 46 37 27
14. groundnut IIT 104 92 34 36 29 216 202 130
15s. rape and mus-
tard . SI 48 47 7 8 8 69 67 49
16. cottonseed .. .. .. 1x 10 9 38 37 26
17. coconut. 15 15 14 33(@)  32(a) 32(a) 76 57 49
18, othet oilseeds 42 43 42 .. .. .. 16 18 17
19. sugarcane (gur) 42 37 38 56 50 49 30§ 273 203
20. cotton . 139 122 113 33(%) 30(6) 25(b) 113 94 71
21, jute . 15 12 8 33(¢) 31(c) 21(c) 58 53 33
22, tea . 7 8 8 13 . .. 26(d) 24(d) 24(d)
23. tobacco . 9 9 8 3 3 3 71 58 38
24. chillieg 13 12 12 3 3 3 68 60 41
25. other speices,
etc. . 12 12 12 . .. . 89 8o 50
26. potato . . 6 5 16 15 13 56 33 27
27. banana . 3 3 3 18 18 19 53 49 50
28, other fruits and
vegetables 41 41 46 277 261 294
29. foddercrops 112 112 114 .. . . 53 56 55
30. straw . e 997 1052 1027 591 586 559
3I. other crops 55 55 58 . . 100 97 84
32. rice husk and
bran, etc. .. .. . 96 93 73
33. total . - 3203 3212 3084 4866 4442 4170

(a) Hundred million nuts
(b) lakh bales (1 bale = 392 lbs)
() lakh bales (1 bale = 400 Ibs)
(d) value of raw tea leaf only,
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2.71. Deductions for derivation of net value of agriculture: The source
material in this connection is extremely scanty and no all-India estimates
are available in respect of cost of cultivation. The available material
relates to local enquiries for widely different purposes, and is, in any case,
of extremely doubtful generality even for these local areas, being based
on a few case studies rather than any scientific survey. The only really
comprehensive material in this connection relatessto the ICAR Repart
on the Cost of Production of Crops in Principal Sugarcane and Cotton
Tracts of India. The utility of these studies, however, is considerably
marred by the fact that these studies are concerned with the derivation
of cost per crop inr terms of money. This has resulted in a large degree
of arbitrary allocation of overhead costs (as between crops) which cannot
properly be divided, e.g., the repairs and the depreciation of implements,
the cost of cattle required on farm, etc. The major difficulty in the use
of the ICAR results, however, is the mixing up of all sorts of imputed
items as the constituent of cultivation costs per acre, including labour
of the cultivator himself and of his family. From the point of view of
national income accounting, therefore, only a few ratios, e.g., of relative
expenditure on implements vis-a-vis the total expenditure on seed or
manure, etc.,, can be utilised. Even these ratios are of limited value
because it is by no means certain that relative prices have remained
constant over the long period under consideration.

2.72. Apart from the ICAR cost of cultivation enquiries, there are no
all-India studies of cultivation costs which might be utilised for the deri-
vation of net value of agriculture. A large number of local enquiries are,
however, available, and these give cost data of different orders of re-
liability and with varying degrees of detail. Furthermore, the greatest
difficulty in respect of such studies is their limited generality. The more
prominent of these studies are various cost of cultivation enquiries and
family budget studies conducted by the Punjab Board of Economic
Inquiry (PBEI), some isolated studies conducted by the Gokhale Insti-
tute of Politics and Economics in Western India, and some scattered
material for a few other States like Bengal, Assam, Uttar Pradesh and
Punjab. Apart from these, a number of unpublished research disserta-
tions are also available giving the results of isolated field survey conducted
by research students but these again are of extremely limited significance.
It may be usefu] to consider the material available and the reliability of
estimates, in relation to various items of deductions that are necessary
for the derivation of net value of agriculture.

2.13. Seed requirements: Figures of seed requirement have been
derived mainly from the various MRs published by the DMI, supplement-
ed by data available in Watt’s A Dictionary of Economic Products of India
and Aiyer’s Field Crops of India. In the absence of comprehensive cost of
production studies, there was no other alternative. .Seed rates have been
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calculated separately for different States for all the major crops, whereas
in our First Report we had only used all-India average seed rates.

2.74. Wastage: Information on this item also is largely available in the
MRs, where the results are based on a few case studies and also on general
impressions rather than on any strictly scientific enquiry. Overall esti-
mates are available for the percentage wastage of different crops though
the reliability of these estimates is not known. As opposed to estimates
of seed requirement, these estimates are likely to 'contain a greater
degree of error. We have, however, made no deduction for wastage from
the value of agricultural output. This is because we have transferred to
the trading-sector the wastage involved in the storage of marketed output,
while for the non-marketed or retained output, we have taken the view
that.it is a part of wastage attending on consumption and need not there-
fare be deducted whenr computing agricultural income. The adjustment
involved, however, even.if we did make a deduction on this account,

would enly be of the order of 1 p.c. of the value of total agricultural
output.

2.75. Manure and fertilisers: Information on these items of cost is not
satisfactory and -what has been done here is to make use of scattered
material on the subject to the best possible advantage. Dung, oilcakes,
bone manures, green manures and urban and rural composts are the
different types of manure which we have considered. For dung manure,
we have relied on the estimates of outturn of dung, and its allocation
into various uses, viz.,, use as fuel, as manure and for other purposes.

Information on the subject is available in the MRs, Burn’s Technological
Possibtlities of Agricultural Development in India, and a number of

other publications including various localised cattle utilisation studies.
The estimation of the output of dung manure has been described in its
appropriate place in the animal husbandry sector. Estimates- of total
quantity of oilcakes produced in 1948-49 are available in the Indian Oil-
seeds Statistics (1950). From the data on outturn of oilseeds, their
utitization for different purposes and the seed/cake ratio it is possible to
estimate the quantities in the pther two years. Data on utilization of oil-
cakes for manurial purposes are very scanty. The MRs, however, give
quantitative data in a few cases and some qualitative information in
some other cases. These, supplemented by some scattered material
collected from the publications of the Ministry of Food and Agriculture,
have been used to estimate the quantity of cakes used as manure, the
quantities being evaluated at available wholesale prices. The derivation
of the output of bone has been ‘considered in the animal husbandry
sector. From some data given'in the ASI, it could be estimated that about
45 p.c. of the output is used for manurial purposes. This percentage of
the value, has, therefore, been taken as a cost item in agriculture. The
figure for bone manure for 1948-49 is about Rs. 3 crores. Green manures
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used usually are sann hemp, dhaincha, mung and sanai. We have, how-
ever, departed from the procedure adopted in the First Report and re-
frained from making any deduction for these on the ground that the
manure crop usually escapes the acreage and outturn statistics and hence
its value does not enter the total value of product as worked out by us.
The entire value of urban compost sold by the municipalities has been
treated as an item of deduction, but regarding the rural compost only an
estimate of actual purchase from non-agriculturists has been treated as
a cost item. Data on compost production have been made available by the
Fertilizer Section and the office of the Compost Adviser of the Ministry
of Food and Agriculture, and prices. available in the ASI (March 1950)
have been used for evaluation. Regarding fertilizers, we have considered
the domestic production and imports of sulphate of ammonia and super-
phosphates and the imports of ammonium nitrate, phosphatic manures
other than superphosphates and potassic and other compound manures.
In every case, the available supply is regarded as a cost and has been

evaluated at an estimated purchase price of the farmers. Data on the
subject have been made available by the Fertilizer Section of the Ministry

of Food and Agriculture and the Planning Commission. The farmers’
price used for sulphate of ammonia, which is the most important of the
fertilizers, is based on actual datum, but for other fertilizers the inflation
of import price to cover the distribution margin is notional.

2.76. Operational costs on materials required for cultivation: These
costs include miscellaneous materials necessary for cultivation, including
all equipment with a life of less than two years and cost of maintenance
of bunds,-irrigation works, fencing, etc. The ICAR cost of cultivation
enquiry referred to earlier does not give the data relating to these costs
in a readily usable form. Gadgil’s A Survey of Farm Business in Wai
Taluke (1938) and Economic Effects of Irrigation (1948) give valuable
information in respect of such miscellaneous costs as applying to villages
in the Bombay State. A Text Book of Punjab Agriculture (1947) by W.
Roberts also gives costs of various materials required for cultivation. The
application of the rates given by these, and similar other localised studies
for Punjab (Board of Economic Inquiry), Uttar Pradesh (various research
dissertations), Assam, Bengal (semi-official data giving results of various
surveys), etc., however, can only be of doubtful validity for the entire
country. In the absence of any further information, we prepared our
estimates on the basis of Gadgil’'s Economic Effects of Irrigation (1948)
and A Survey of Farm Business in Wai Taluka (1938), which are the most
penetrating of the available sources.

2.77. According to the former of these two sources, the costs itemised
in the previous paragraph constitute about 1-32 p.c. of the value of crop
output in irrigated areas and 2-80 p.c. in the dry areas. Weighted by the
estimated value of crop from the irrigated and dry area sown in the country
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in 1948-49, the average works out at 21 p.c. This together with the
estimated value of crop output in the country worked out by us gives a
figure.of Rs. 88 crores as aggregate deduction in 1948-49. An alternative
estimate was prepared using the cost of materials per acre (brought upto
date by using Calcutta wholesale price index number) available in the
A Survey of Farm Business in Wai Taluka and the gross area cultivated
according to our estimates. This amounted to Rs. 95 crores in 1948-49.
The use of Calcutta wholesale price index renders this estimate less reliable
and hence the former estimate has been preferred by us.

2.78. Repairs and depreciation of implements, bullock-carts, etc.: Apart
from the NSS, no representative study is available on these items of ex-

penditure. Scattered studies are available relating to the repair expendi-
ture on implements, based on a few case studies for certain areas. The
concept of depreciation on agricultural implements is almost unknown and
hence very little information can be gathered even from the cultivators.
The Ministry of Food and Agriculture, it is true, furnishes livestock statis-
tics which include estimates of the total number of iron and wooden
ploughs and certain other implements in the Indian Union. It is not clear,
however, how far the coverage of these statistics is adequate; and they
do not include any data about the other implements which form a very
important part of agricultural equipment. Nor are any data of an all-India
character available on the prices of the different implements in the official
source. Under the circumstances, we have decided not to use this material
in our estimate of depreciation costs. Further, barring the NSS, no other
source gives information relating to the total value of all the implements
required for cultivation. The ICAR cost of cultivation enquiry reports,
although they contained some useful information regarding implements.
cannot be used either for reasons mentioned earlier. Scattered informa-
tion is available in various dissertations giving the results of isolated
studies  conducted by research workers. Gadgil’'s A. Survey of Farm
Business in Wai Taluka and Economic Effects of Irrigation and Roberts’
A Text book of Punjab Agriculture, survey conducted by the PBEI relating
to cultivation costs, various indebtedness surveys and localised enquiries,
and a large number of farm studies for different parts of the country, may
be considered together for some sort of estimate of the total value of
agricultural implements in the counfry. In respect of coffee and rubber
plantations, the depreciation of equipment of these industries is estimated,
from the results of analysis of company accounts undertaken by the Reserve
Bank of India (RBI). Some other deductions in respect of these companies
are necessary for various materials consumed during the production pro-
cess and these are also derived from the consolidated accounts of these
companies.

2.79. In view of the position indicated above, several different approaches
have been tried and the most representative estimate based on the Poona
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Report of the NSS has been accepted. The different methods adopted for
estimation have béen outlined in some detail below:

(i) Estimates of total value of all implements per acre are avail-
able, in a few limited enquiries by private research workers, for
West Bengal (J. P. Bhattacharjee: 1945-46); Uttar Pradesh (G. D.
Agarwal: 1948-49, and results of numerous research dissertions
tabulated for the NIU by D. S. Chauhan: 1948-49); and Bombay (D. R.
Gadgil: 1936-37 and 1937-38). Estimates for West Bengal and Bombay
have been scaled up to 1948-49 level on the basis of an index of
earnings of rural blacksmiths, etc. (Indian Agricultural Wage
Statistics). The four different estimates based on sources mentioned
above give fairly close results, as follows:

West Bengal (J. P. Bhattacharjee) Rs. 22-0 per acre

U.P. (G. D. Agarwal) Rs. 25-4 per acre
U.P. (D. S. Chauhan) Rs. 22-0 per acre
Bombay (D. R. Gadgil) Rs. 23-6 per acre

On the basis of estimated net cultivated area and available estimates
of the cost of repair-and rate of depreciation of agricultural tools and
implements from a variety of sourcezs (PBEI: Farm Accounts in the
Punjab for different years; W. Roberts: A Text Book of Punjab Agri-
culture; J. B. Shukla: Life and Labour in a Gujrat Village; D. R.
Gadgil: Economic Effects of Irrigation; D. R. Gadgil: A Survey of
Farm Business in Wai Taluka,; etc., total repair and depreciation of
implements in 1948-49 works out at Rs. 98 crores.

(ii) Estimation of repairs and depreciation of implements per acre
directly: On the basis of independent surveys (notably C. P. Shastri:
An Enquiry into Costs and Returns on Government Farms and
Private Farms and Cultivator’s Holdings in the district of Meerut in
1948-49, unpublished Ph.D. thesis, and data culled from Gadgil:
Economic Effects of Irrigation), the average expenditure on repairs
and depreciation of implements for the net cultivated area, works out
again at Rs. 98 crores in 1948-49.

(iii) On the basis of estimated repairs and depreciation of agricul-
tural tools and implements as related to total money expenditure on
seed requirement, derived from the ICAR cost of cultivation surveys
for a large part of the country, the estimated repairs and depreciation
of agricultural implements in 1948-49 works out at Rs. 108 crores.
Since the ICAR survey gives data in a form not quite useful for
present purposes, ICAR data can only be utilised to derive certain
relationships between cost items assumed to be more or less stable.

(iv) Costs as percentage of gross value of output may give another
such (stable) relationship. On the basis of ratios derived from some
of the sources enumerated above (in particular, Gadgil: Economic
Effects of Irrigation), the repairs and depreciation of implements in
1948-49 work out at Rs. 83 crores. -
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(v) The Poona report of the NSS estimates the value of all imple-
ments including carts at purchase price at Rs. 69:25 per household in
1950-51. Inflating for the entire agricultural population (in rural and
urban parts of the country) we get the total value of implements, etc.,
amounting to about Rs. 415 crores. The cost of repairs and mainten-
ance is taken at 20 p.c. of this figure on the basis of various sources
indicated in section (i): Some small adjustment is also necessary
for urban carts, the maintenance of which we attributed entirely to
the ‘other commerce and transport’ sector. The resulting figure for
1950-51 works out at Rs. 82 crores. This figure has been carried to
the other two years on the basis of our estimate of the gross cultivat-
ed area, yielding a figure of about Rs. 79 crores for 1948-49.

2.80. As we have indicated earlier, this figure is the most representative
of the five figures derived. Moreover, the order of the figures derived
from widely dissimilar and very largely independent material is more or
less the same. We, therefore, have no hesitation in accepting the figures
based on the Poona NSS report for our purpose.

2.81. Cost of livestock required on farms: The only worthwhile data
in this connection are results of the ICAR cost of cultivation enquiry for
the years 1933-34 to 1935-36, but the results of the analysis have been
rendered useless by the inclusion ‘of all sorts- of imputed costs at their
current market rate, and also by allocating these costs to various crops.
No other data exist on the subject of cost of upkeep of livestock. Here
again. therefore, it becomes necessary to adopt the indirect method of
estimation, i.e, to try to assess the cost of the available supply of live-
stock feed, and other necessary expenditures. The procedure adopted in
this connection has been to consider the entire output of fodder and
other feed-crops as the total available supply of cattle food, and then to
allocate this cattle food to cattle required on the farm on the basis of an
equivalence scale constructed in relation to a scale given by D. R. Gadgil
in the Economic Effects of Irrigation. To the total cost of fodder, etc.,
some other minor cost items have to be added in respect of oilseeds and
oil cakes and various other items of animal consumption. Information
on these is contained in the MRs and various other technical journals and
studies. Though unsatisfactory, the present procedure has the great
advantage that any error in the valuation of straw, fodder, etc., would
automatically get cancelled when the .sectors agriculture and animal
husbandry are consolidated. The sectoral totals will of course be subject
to error but not the aggregate. Further, since the net output of agricul-
ture and animal husbandry have been lumped together for purvoses of

our ttable on national income by industrial origin, sectoral totals as given
in this table are unaffected by this procedure.

2.82. In this connection,. it has to be clarified that only livestock feed
has been deducted as a necessary deductible item in the valuation of agri-
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cultural output. Thus, neither labour costs of livestock maintenance—
which accrue as income to persons—nor depreciation (of livestock) has
to be deducted. In connection with the latter, it has been decided to treat
livestock as inventory, and only the value of net increment of the stock
has been included in the net product originating in the sector. For this
procedure to be valid, it is necessary to assume that the age composition
of the stock remains the same in the short period under consideration.
Under this procedure, only costs of production (in the present instance,
livestock feed, other expenditure on medicines, etc.) have to be reckoned,
and the concept of depreciation of livestock is rendered superfluous.

2.83. Market charges: The last deduction which we reckon relates to
certain market charges in respect of the distributive activity included in
the production boundary of our ‘agriculture’ sector. We assume that out
of the flows representing sellers’ cost in the market centres, a part is due
lo activity or service of the seller himself. Hence we deduct only half
of the total cost of sellers. The relevant material for estimating sellers’
cost is culled from the MRs and Kulkarni’s ‘book on agricultural market-
ing. This cost is inclusive of octroi, which formed our only item for
deduction on this count in the First Report.

2.84. Apart from the general estimational procedure, and the modifica-
tions to the procedure adopted in the First Report, as outlined above, a
major conceptual change adopted here relates to the treatment of land
revenue as a direct tax, so that it is no longer a deduction on the national
income.

2.85. Apart from the procedural changes in the method of estimation,
an important change has been made in respect of the ad hoc estimate
relating to non-reporting areas, not covered by data received from the
Ministry of Food and Agnculture The general basis of the ad hoc
estimate is outlined below.

2.86. It will be recalled that in the First Report, agricultural output
in non-reporting areas was estimated at 4 p.c. of output in the reporting
areas on the basis of proportionate increase in output_to' increase in area
coverage relating to the (then) non-reporting areas, as estimated by
V. K, R. V. Rao in 1945. While framing estimates, however, this figure
“was arbitrarily scaled down to 2 p.c. on the hypothesis that non-reporting
areas may get increasingly more barren. But the following analysis show
that the _procedure was not valid. A large part of the newly merged
territories—especially the merged areas of Bombay, Orissa, Madhya
Bharat, Rajasthan, ‘Saurashtra and PEPSU—do not, or did not in 1948-49,
have .arly land utilization statistics. But most of these areas still had an
ad hoc system of crop forecasts at least for the major feodgrains: It is
obyious that these merged states would have other crops under cultivatiom,
apart from the major cereals brought within the reporting ambit through ad
hoc forecasts. The hypothetical area under these unreported (minor) crops
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has been estimated for each State separately, on the basis of the ratio
between the area under these (unreported) crops and (the reported)
cereal crops, for the area for which village papers exist. The estimated
increase in area under the unreported (minor) crops in these merged
territories has been then evaluated at the average value per acre of these
crops in areas for which these values have been directly estimated. For
instance, the estimated area under these unreported crops in the merged
states of Orissa has been evaluated at the average value per acre of these
crops in the ‘reporting’ area in Orissa. On this basis, we get an increased
output of approximately 23 p.c. of the gross value of crop output in the
Indian Union. This additional output referred to above relates only’
to the merged territories in States mentioned in the foregoing paragraph.
Quite apart from these areas, there are totally non-reporting areas in
Assam, Central India, Rajasthan, hill-tracts in North India and Kashmir,
where nq estimates, ad hoc or otherwise, are available even for major
foodgrains. A large part of the geographical area of the Indian Union
is still left thus uncovered. Although the population in these areas is not
known, the Census Paper No. 2, (1952) purports to give the estimated
population in 1951, in areas where village papers do not exist, and such
population is found to be more than 4 p.c. of the total population. But
part of this population—it is not known which part—is already covered
by the ad hoc forecasts for foodgrains referred to above. The evidence,
as indicated above, suggests that 4 p.c. would perhaps be a more plausible
increase in the estimate of crop output.

2.87. Following earlier procedure, the estimate (of 4 p.c.) for non-
reporting areas has been added to the net value of agricultural outpu?,
rather than to the gross value, in order to avoid the complication regard-
ing the derivation of net value.

2.88. Some dismensional idea of the magnitudes involved may be given
here. The over-all average value per acre of all crops for the entire
Indian Union (say, for 1948-49) would be around Rs. 135. If we assume
that the average.value per acre under crop in the non-reporting areas to
be half of the above figure, then the increase in the net output by 4 p.c.
really means increasing the cropped area by about 20 million dcres.
Roughly, 200 million acres of the land area of the country is completely
‘missed in the land utilisation statistics. Hence, our procedure involves
the assumption that only about 10 p.c. of this area is, in effect, under crop.
If we assume a higher average value per acre under crop for non-report-
ing areas, the percentage 'will be still smaller.

2.89. The various deductions on the gross value of agriculture, for the
derivation of the net output of this sector, have been summarised in the
table below. All items in this table except irrigation tax (no. 14) have
already been discussed. This item has been worked out from the accounts
of public authorities.



Pinal Report : February 1954
TABLE 8 : NET VALUE OF OUTPUT IN AGRICULTURE

45

(Value in Rs. crores)
1950-51 1949-%0 1948-49
(1) (2) (3 4)
1. value of agricultural output 4866 4442 4170
2. less adjustment for lower value of procured food-
grains . . —s8 —36 —21
3. less adjustment for net output of rice mxllmg (in
factory establishments only) . —3 —4 —4
4. adjusted value of output . 4805 4402 4145
deductions for netting
5. seed requirement 254 227 216
6. market charges 22 19 17
7. dung manure. 107 105 104
8, compost purchased for manuring purposes . 1 1 1
9. bone manure . 5 3 3
10. fertilisers 17 11 8
I1. operational costs on matenals (mculusxve of ma-
terials required for maintenance of bunds, irriga-
tion works, etc.) . . . . 102 93 88
12. materials used in the processing of coffee and
rubber and deprec:auon of coffee and rubbex
companies . . . . 1 I I
13. repairs and deprecmnon of a]l 1mplements (mclud-
ing carts) . 82 82 79
14, 1mgat10n tax 16 15 13
15. cost of feed of livestock required on farm 244 242 227
16. net output of agriculture 3954 3603 3388
17. add 4 p.c. of net output for non-reporting
areas . . . . . . . 158 144 136
18, adjusted net output of agriculture 4112 3747 3524

C. Income from animal husbandry

2.90. The problem of the availability of data in respect of livestock
sector is complicated by the fact that the net value of product arising in
this sector relates to primary, secondary, as well as teriary types of
production. In order to examine the adequacy of statistics relating. to
this sector, it is convenient to classify livestock and livestock products
into the following categories:

A, Different kinds of livestock available in India:
buffalo, (3) sheep, (4) goat, (5) horse, (6) mule,

(9) pig and (10) poultry.

(1) cattle, (2)
(7) donkey, (8) camel,

B. Services of livestock: mainly cattle and buffalo as draught
and pack animals. It may, however, be noted that apart from A(9)

and A(10) all have some contribution to make in this sphere.
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C. Non-edible livestock products: (1) hides and skins, (2) wool and
hair, (3) blood, (4) ivory, bone, horn, tip, ete., (5) dung and fertilising
services of livestock, and dung-cakes.

D. Edible livestock products (primary): (1) milk (2) eggs (3)
meat and (4) poultry.
E. Edible livestock products (secondary): (1) ghee and lassi, (2)

butter, (3) khoa, (4) icecream, (5) dahi, (6) cream, (7) chhana, khurchan
and casein. :

2.91. Regarding (A), the primary material on number is available in
quinquennial Livestock Censuses (LC). The first LC was conducted in the
cold weather of 1919-20. This was non-simultaneous and the coverage of
States as measured by area was only about 29 p.c. The first simultaneous
census was conducted in January 1930 which coveged about 50 p.c. of the

area. The coverages of the 1945 and 1951 LCs were 92 and 945 p.c.
respectively. :

2.92. The censuses give the number of livestock by the’ following cate-
gories: Cattle: males, females, stock under 3 years, males and females
again classified into: breeding, working and others; Sheep and Goats:
number only; Horses and Ponies: horses, mares, stock under one year,
and other young stock, mules; Donkeys and Camels: number only. From
1940 onward, Pigs and Poultry (classified by ducks and hens): have been
included. ‘In 1945, breeding cattle have been classified into ‘in milk’,
‘dry’ and ‘not calved’. Secondly, age distribution is available for young
stock in respect of cattle under one  year apd from one to three years and
sheep and goats, under one year and dver one year. Moreover, counts

of poultry are available by hens, cocks and chickens, and ducks, drakes
and ducklings.

2.93. Census data before 1951 relate to undivided India. The brochure,
Livestock Statistics (LS), 1950 by the Ministry of Food and Agriculture,
however, gives the census data for 1940 and 1945 for the Indian Union

by broad classes (e.g., young stock under three years only for 1945) and
the present administrative divisions.

2.94. All-India LLC (1951) data are available for all States except Orissa,
Didwana Tehsil of Rajasthan, and Manipur. The information collected
relates to number of

(i)-(ii) Cattle and buffaloes under the heads
(a) male over 3 years (breeding, working and others)
(b) females over 3 years (in milk, dry and not-calved, work-
ing and others)’
(c) young stock (3 years and under);
(iii) Sheep (one year and above, under one year)
(iv) Goats (one year and above, under one year)
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(v) Horses and ponies classified as—
(a) males over ‘3 years.
(b) females over 3 years,
(c) young stock (3 years and under);

(vi) Donkeys;
(vii) Mules;
(viii) Camels:
(ix) Pigs;

(x) Fowls; and
(xi) Ducks.

2.95. The quinquennial numbers of different classes of livestock enable
one to calculate by a suitable graduation formula the annual numbers
and the year to year increment. The increment, constitutes a part of
the national product, while the annual numbers are of considerable use
for the calculation of different kinds of output. Thus, if we know the
quantity of a livestock product at a particular period, we can relate it
to the appropriate number of livestock and this relation can be used
to estimate the quantity of the product for other years.

2.96. To get the value of the increment in stock, we have used data
on livestock price available in various sources. Data available in the
MRs published by the DMI relate to past periods. Current price data
can be culled from the monthly ASI, some other publications of the
Ministry of Food and Agriculture and data given in the Poona Report
of the NSS. For evaluation purposes, we have assumed that the age
composition of the stock remaing unchanged in the short period of three
years which we have under consideration in this report.

2.97. To get 'an estimate of the annual value of services of livestock
(measured at cost), it is necessary to have some information as to the
utilization of livestock. A rough idea of utilization can be derived from
the different categories of animal given ih the LC. This can be supple-
mented by the information given in the MR on cattle (1946), according
to which out of a total of 7-1 crores of working cattle, 7°0 crores are used
for cultivation and cartage in rural areas, 0'1 crores are used for carting
in urban areas and only 0'04 crores are used as pack animals and also
for oil crushing purposes.

2.98. Cost of upkeep of livestock can be estimated in three different
ways. Firstly, the value of all goods consumed by livestock population
as a whole can be calculated after allowing for the distributive margin.
Secondly, average cost of upkeep per head of animal may be calculated
from sample studies; and used to estimate population values. Lastly,
cost of production per unit of quantity of each individual livestock
product may be arrived at from sample studies and used to estimate the
overall cost. Scattered material pertinent for the second and third
methods are available in an issue of the Indian Journal of Agricultural
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Economics (March, 1950) and in a few other papers; but we are unable
to use these methods for making a national. gstimate not only because
of the unrepresentative character :of the available material but also
because the errors involved will apply not only to the sectoral income esti-
mates but also to the overall national estimate. We have therefore used
the first method basing it on available agricultural statistics. The estimate
of cost thus derived is no more than a rough approximation. In this
procedure of ‘estimation, since livestock food would largely constitute
part of the gross output of agriculture, any errors in estimation will
get cancelled on consolidation leaving the national totals free from error,
though involving error in the sectoral estimates. The above procedure
implies that for roughages, and for some concentrates (e.g., rice bran),
estimates of output may be taken over from the agriculture sector; there
would, however, still remain the concentrates (e.g., oilseeds and oilcakes)
fed in small quantities to cattle, for which separafe estimates have to be
made. Various MRs, Indian Oilseeds Statistics (1950), and some other
publications give information on the utilisation of different agricultural
products, and these may be utilised for framing the estimates of concen-
trates used for cattle feed.

2.99. For the allocation of cost between livestock used for agriculture
and all other livestock it is necessary to make use of an equivalence
scale relating costs of different kinds of livestock. D. R. Gadgil has
suggested one possible equivalence scale in his Economic Effects of
Irrigation, and this has been used by us with some modification. It may
be pointed out that any error in the scale of equivalence does not affect
the net putput of agriculture and livestock sectors taken together but
only alters the ratio of net value of output of the two sectors.

2.100. Regarding non-edible livestock products, for hides and skins,
scattered data are.available in the MR on hides (1951), and the MR on
skins (1943). Our estimates of output are based on material available
in the MRs supplemented by material furnished by the DMI and relate
to the whole of the Indian Union. Price data collected from the EACom
and some of the State bulletins have been used for evaluation. Price
coverage, however, is meagre and relates to only four States in the case
of hides and six States in the case of skins. This leads to some possible
overestimation as data in question relate to urban areas.

2.101. Estimates of quantity. of wool produced . are available in the
Brochure on Marketing of Wool in the Indian Union (1948) for the Indian
Union, and revised estimates of the same are available with the DMI.
The data relate to 1940 and are available by States. No basis of valua-
tion is given in the brochure, and the calculation of the value of output
therefore presents difficulties. Price data for important urban centres
are available but these have to be deflated to make them properly re-
presentative of the whole country. The deflator to be used can only be
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arbitrary, as nothing is known about the price disparities between urban
and rural areas.

2.102. All-India figures for blood, ivory, horn and tips are not available
in any suitable form. Very rough estimates can be made for these items
on the basis of calculations made by V.K.R.V. Rao relating to 1931-32, and
some other subsequent work. Regarding bones some data on production,
utilisation and prices are available in the Ministry of Food and Agricul-
ture and have been made use of. The total contribution of this group,
however, is small and possible error in its estimation is not of any great
importance.

2.103. The annual production of dung (used as fuel or for manuring)
has been estimated in the MR on cattle but the evacuation rates given are
different from those given by Burns in the Technological Possibilities of
Agricultural Developments in India. The MR figures are based on
Wright’s Report on the Development of the Cattle and Dairy Industries
of India. Neither of above sources gives the basis of the estimate of
evacuation rates cited, and on purely a priori ground both appear to be
considerable over-estimates. An additional difficulty arises from the fact
that the available supply has to be adjusted for driage, wastage, etc. A
number of scattered articles in technical journals give figures of out-turn
and value of dung per animal; these, however, are based on studies relat-
ing to government dairy farms and cannot be accepted as representative.
These rates, therefore, need to be arbitrarily deflated before they can
be used on a national scale. However, in so far as dung is used as
manure, the difficulty does not effect the total national income, since
dung used as manure constitutes an imputed cost of agriculture. But a
substantial part of dung has a final use as fuel and hence the national
income does get affected by errors in the estimation of dung yield. It is
also necessary in this' connection to reckon the fertilising services
of sheep and goats, on which no worthwhile information is available.

2.104. Among edible livestock products, the most important is milk.
According to the MR on milk, roughly 36 p.c. of the milk is consumed
fluid and the rest is converted into different products. Annual produc-
tion figures of milk are not available. The Brochure on the Marketing
of- Milk in the Indian Union (1949) gives the number of animals kept for
milk production and the outturn of cow, buffalo and goat milk for the years
1940 and 1945. The MR on milk gives current production estimates based
on 1945 census material. The data are available by the present adminis-
trative set-up of the States. The publication, LS by the Ministry of Food
and Agriculture gives some price data. Some relevant price data are
also available in the monthly ASI. Production and price data relating
to milk products are given in MR on ghee and other milk products. The
quantity of milk converted into ghee, and the ghee produced in different
States in 1940 are given in this MR. Similar figures, though with fewer
break-downs, are avajlable for 1945 in the brochure on milk published in

378 M. of Fince,
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1949. The MR on ghee and other milk products gives value of the pro-
ducts and also prices at different stages, and for different regions:

2.105. The production and price data as given in the MRs cited above
appear to have reasonably complete coverage, and if we were certain
about the reliability of the.figures on production and prices.of milk, a
very small margin of error could have been assigned to the livestock
séctor as a whole. But in the absence of a regular agency for collection
of data, estimates of quantities given in these reports are really an
expression of the generally held opinion on the availability of livestock
products rather than measures of statistical significance. A considerable
measure of error must therefore be-assumed in regard to the quantity
data given in the MRs. Nevertheless, use has to. be made of these data
in the absence of any other alternative material.

2.106. Relevant material -on.production and prices of eggs is available
by States in the MR on eggs and also in the LS. The LC (1951) gives
current data on number of poultry, and may be used for estimating pro-
duction- in conjunction with the yield rates given by Burns. For birds
not covered by the LC, the MR gives some useful information: The
valuation has to be done on the basis of certain urban prices scaled down
to take account of rural areas. Nothing is known about the reliability
of the data; the wide divergence that exists between the figures as given
in the MR and in the L.C makes both the sets of figures suspect. A
certain measure of error is, therefore, inevitable in the evaluation of
this item.

2.107. Figures of annual slaughter of goats and sheep by States for 1940,
and some average prices of mutton and goat meat are available in the
MR on sheep and goats. Statistics of annual slaughter of cows and
buffaloes and the relevant prices are available in the MR on cattle, also
for the year 1940. Current material, however, is available with the DMI
for production -and prices of meat including pig meat. No material,
however, is available about the production of poultry with the result this
has to be estimated on the basis of the LC data. The coverage of pro-
duction and price statistics for all varieties of meat is reasonably wide,
but it is not known how far the figures are reliable.

2.108. It is obvious from what has been said above that the data avail-
able on livestock products are quite unsatisfactory in respect of output,
prices and measures of change from year to year. Different sources (e.g.,
LC, MRs, etc.) sometimes give different estimates of the same magnitudes
for the same period. The reliability of the available estimates is un-
known, and nothing can be done about preparing an estimate for non-
reporting areas on the basis of data for reporting areas. In fact, the
available data may be expressed as the sum of a large number of indivi-
dual guesses and opinion on the number of yield of animals. Neverthe-
less, we are compelled to use this data for framing our estimates in the
absence of any better alternative material.
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value of output and the net value

2.109. The tables showing the

originating in the animal husbandry sector are given below.

TABLE ¢ : QUANTITY AND VAL

UE OF LIVESTOCK PRODUCTS

production
(lakh maunds*)

value
(Rs. crores)

1950-51  1949-50 1948-49  ID50-SY 1949-50  1948-49
(1) (2) 3) 4 (s5) () a9l
1. output of milk con-
sumed as such
(a) rural . . 1805.4 1768.9 1734.7 221.4 217.0 212.8
(b) urban . . 105.6 103.6 102.8 22.2 22.0 22.3
2. ghee . . 120.8 118.5 116.5 242.5 236.4 220.5
3. dahi . . . 411.9 403.1 395.0 67.5 66.1 64.7
4. butter . . 19.9 19.6 19.2 32.0 31.3 29.2
5. other products , . 270.6 265.6 261.7 32.8 32.2 3I1.7
6. Dbeef . . . 57.9 56.9 56.0 22.1 23.4 21.2
7. buffalo meat ., . 25.1 24.7 24.3 9.6 9.5 8.9
8. sheep meat . . 33.1 33.3 33.5§ 22.1 26.0 25.8
9. ‘goat meat . . 28.2 27.5 26.9 21.8 22.1 21.5
10, pork . . . 6.5 6.3 6.2 4.8 4.1 4.0
11. cow hides . . 142.1 142.1 142.1 17.2 13.9 12.9
12, ' buffalo hides ., . 47.8 47.8 47.8 5.6 6.1 5.9
13 ‘Boat skins . . 205.7 205.8 205.9 8.1 6.5 5.4
14y sheep skins . 130.7 III.O I1I.2 3.9 3.8 2.3
I5. ‘€ggs . 105.4 103.5 10I.7 I10.5 8.9 8.6
16. poultry . . . 785.0 773.0 763.0 8.1 7.9 7.8
17. bones . . . .. e .. 5.0 5.0 5.0
18. horns, etc. . . . 5.0 5.0 5.0
19, dung
(a) manure . 5§72.1 561.5 553.1 107.3 105.3 103.7
(b) fuel . . 254.2 249.6 245.8 95.3 93.6 92.2
(¢) other uses . 63.7 62.3 61.5 11.9 11.7 11.5
20, wool . . . 5.6 5.8 5.9 14.8 6.2 5.0
21, manuring services of
sheep and goats . 0.8 0.8 0.8
22, lassi (imputed) .. .. .. 44.8 45.8 s8.1
23. Iincrement instock 37.5 37.5 37.5 67.2 61.5 61.5
total 1104.3 1072. 1048.3

*Figures of production are in lakhs of pieces for hides and

skins, in crores of eggs for eggs

in lakhs of birds for poultry, mn crores of maunds for dung and in lakhs of animals for increment

in stock.

TABLE 10: NET VALUE OF OUTPUT IN ANIMAL HUSBANDRY

(in Rs. crotes)

1950-51 1949-50 1948-49
(1) (2) 3 @
tloml value of product . . . . 1104.3 . 1072.1 1048.3
ess—
cereals and pulses . . . . . 58.1 50.2 50.7
fodder crops . . . . . 52.8 55.9 54.8
rice husk . . . . . 4.3 4.6 4.8
bran . . . . . . 28.6 30.6 18.3
stalks and straw . . . . 531.:7 529.9 503.3
grass . . . . . . 42.6 40.1 39.2
oilcakes and oilseeds . . . . 3r.1 30.0 25.6
medicine, ghee, salt, etc.- . . . 19.0 18.7 18. 4
total feed cost . - . . 768.2 760.0 715. L
percentage of non-service anirhals . . 55.4 55-4 55.
feed cost of non-service animals . . . —425.6 —421.0 —396.I
cost of materials and depreciation. . . . —1I5.3 —15.0 —14.7
net value of livestock products , =~ . . 663.4 636.1 .637-5
pnet value of hunting . . . R B 0.8 0.8 0.7
grend total - . . . 664.2 636.9 638.
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2.110. We give below a description of the method used to arrive at the
entries of the above tables:

(i) In view of the difficulties mentioned earlier, only 1945 and
1951 L.C data have been made use of to estimate the livestock popula-
tion for 1950-51, 1949-50 and 1948-49. For States for which 1951
population.figures are not available, the following procedure has been
used :

(1) for Manipur, 1945 figures have been adopted, and

(2) for Orissa, 1945 figures have been changed in proportion
to change in corresponding figures in Madhya Pradesh and Madras.

For interpolation, logarithms of the numbers were used and this was
done separately for different categories of livestock in each State.
Female cattle and buffalo population (in milk) have been split up into
urban and rural population on the basis of the corresponding figures
given in the LC (1945) separately for each State.

(ii) Physical quantities of different items have been estimated as
follows. Total outturn of milk from the MR on milk (based on 1945
LC) has been adjusted for change in population of cows, buffaloes and
goats. The production of milk in the three years thus estimated, has
been split up into milk utilised in fluid form and milk used for making
ghee, dahi and butter, using percentages for each State as given in the
MR on milk. The balance has been taken as used for ‘other products’.
Urban and rural output of milk consumed as fluid have been estimated,
using the ratio of urban to rural population of animals in milk.

(iii) The estimates of outturn of meat in 1945 have been adjusted
for change in population in each category in each State. Figures of
production of kips and buffalo hides for 1948 are taken from the MR
on hides (1951) and have been used for all the three years. Produc-
tion of goat and sheep skins are taken from current unpublished
records of the DMI. The production of wool given in the LS have
been adjusted for change in population of goats and sheep in the three
years. Similarly the production of eggs, poultry and dung have also
been re-estimated..

(iv) For evaluation of output of fluid milk consumed as such in
urban and rural areas in 1948-49, prices for 1947-48 given in the MR
on milk have been raised by 4 p.c. on the basis of an index of rise in
prices of milk during the period. The prices used for evaluating the
outturn of milk in rural areas consumed in fluid form for the years
1949-50 and 1950-51 are the same as those used for 1948-49. But for
the urban part, the prices for 1948-49 have been adjusted by an all-
India index of milk prices prepared on the basis of prices collected
from the EACom. Prices of ghee are available in the DESAg and also
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in the EACom. Prices for the three years were collected for 18 centres
covering 12 States and an all-India index was prepared therefrom'for
evaluation of ghee production. In the case of dahi, milk prices raised
by 27 p.c. on the basis of information received from the NSS, ha‘ve
been used for all the three years. The MR on ghee and other .mllk
products gives average price of ¢reamery butter as 206 p.c. higher
than the price of ghee. On this basis the total output of creamery
butter, calculated with the help of some data given in the MR has
been evaluated at prices 20 p.c. above ghee prices. Desi butter has,
however, been evaluated at prices 20 p.c. below ghee prices, the
percentage having been worked out from Some information given in
the MR. A value has been imputed to lassi on national basis.

(v) Meat has been evaluated on the basis of price data for a few
centres collected from the DMI and the EACom. A 20 p.c. reduction
has, however, been made to allow for the lower rural prices. Kgg
prices are available for a number of centres from the EACom. The
prices of eggs at Delhi have not been considered as available quota-
tions relate to the best (selected) quality eggs. Straight average of egg
prices at all other centres has been made use of for evaluating produc-
tion in 1948-49 and 1949-50. For 1950-51, fresh data collected from
different issues of the ASI and State gazettes have been used after a
deflation of 20 p.c. to allow for lower prices in rural areas.

(vi) Prices of kip, buffalo hide, goat and sheep skin are available
in different Central and State publications and these have been made
use of for evaluation purposes. Prices of wool in different States have
also been collected from similar sources and used ‘to obtain the value
of product. Notional prices have been used for dung and raw bone,
the former on the basis of some NSS material and a few other studies
and the latter on the basis of material collected from the Ministry of
Food and” Agriculture.

(vii)) We have already stated that the increment in stock forms
part of national income and has to be evaluated. No suitable price
per head of livestock is available for 1948-49 and 1949-50 and hence
arbitrary prices have been used for evaluation purposes. For 1950-51,
prices given in the Poona Report of the NSS have been accepted with
some changes.

(viii) In order to.arrive at the net value of product from animal
husbandry, the total cost of upkeep of all livestock has been split up
into cost of upkeep of service and non-service livestock and the latter
together with cost of materials and depreciation of implements have
been deducted from the total value of livestock products. The cost of
upkeep of all animals has been built up from the cost of (i) grains
and pulses, (ii) roughages, (iii) oilcakes, etc., fed to livestock. The
amounts of grains and pulses fed have been estimated on the basis
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of data available in Baljit Singh’s Population and Food Planning m
India (1947). For item (iii), 55 p.c. of groundnut oilcakes, 80 p.c. of
linseed oilcakes and 60 p.c. each of coconut and cotton seed oilcakes
produced are taken as fed to livestock, on the basis of information
available in the Indian Oilseeds Statistics (1950) and scattered state-
ments regarding livestock feed available in the MR on milk (1950) and
the MRs on various oilseeds. Expenditure on medicine, ghee, salt, ctc.,
has been arbitrarily taken at Re. 1 per cattle equivalent. The cost of
materials and depreciation of implements used in animal husbandry
has been evaluated at the rate of Rs. 10 per maund of ghee and butter
and at 0-25 p.c. of value of output in the cases of milk, hides and skins,
eggs and poultry, wool, dahi and other products.

(ix) Ratio of service to non-service cattle and buffaloes has been
derived from figures given in the LS (1947-48 to 1949-50), for States
for which details regarding animals kept for work are available. For
young stock of cattle and buffaloes the percentage has been taken at
50 arbitrarily. On the above basis, 55'4 p.c. of total cattle equivalents
has been estimated as non-service and hence 55-4 p.c. of the total cost
has been deducted from the value of output of this sector to derive
the net value. It may be noted here that out of the remaining 44-6 p.c.
of the cost 31'8 p.c. is deductible fron the output of agriculture sector
and 12:8 p.c. from that of trade and transport sector for upkeep of

animals required on farm, and for haulage in the two sectors
respectively.

(x) Income originating in ‘hunting’ has been estimated by wusing
the numbér of persons following this occupation obtained from the
census and an arbitrary rate of earnings. This estimate -has>been
added to the net output of the livestock sector.

D. Income from forestry

2.111. Most of the currently available material on forest statistics has
been brought together in the Indian Forests Statistics (1949) published by
the Ministry of Food and Agriculture. This publication contains details
o-f the outturn and value of the major and minor forest products respec-
tively but these relate only to forests under the Forest Department which
form only about 66 p.c. of the entire forest area. Estimates for the
Indian Union for 1948-49 and 1949-50 in the same pattern were rade
available to us by the Ministry of Food and -Agriculture. Data relating
to 1949-50 have subsequently been published in the January and Septem-
ber,. 15?53 issues of the ASI in a summary form. While ‘all the above
statxstmal. material originates from the State Forest Departments; certain
other estimates of area under forests. originating from State Agriculture

and Revenue Departments are given in the AgSt. Latest

AgSt relates to 1949-50. issug of the
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2112, Acreages as given in the AgSt and in the Forest Department
statistics differ materially as will be seen from the following statement.

TABLE 11 : FOREST AREA ACCORDING TO THE AGRICULTURAL
STATISTICS OF INDIA AND THE FOREST DEPARTMENT
STATISTICS: FOR 1948-49° AND 1949-50.

(in thousands acres)

Forest Agricultural difference
States Department Statistics  (2) minus
statistics of India 3)
(1) €2) 3> @

Assam-, | . . . . . . . 13688 4131 9557
West Bengal . . . . . . . . 3257 I71X 1546
Bihar , . . . . . . . 8970 7248 1722
Bombay ., , ., ., . . . 12150 9413 2737
Madhya Pradesh ., . . . . . . 26180 23608 2572
Madras . . . . . . . . 20004 13664 6340
Punjab, ., . . . . . . . 3030 764 2266
Uttar Pradesh . . . . . . . 11057 7660 3397
Jammu and Kashmir . . . . . 7077 949 6128
Madhya Bharat | . . . . . . 7138 2809 4329
Rajasthan . . . . . . . 8180 655 7525
Himachal Pradesh . . . . . . . 2039 361 1678
Vindhya Pradesh , . . . . . . 5018 1471 3547

2.113. The difference is mainly due to the following reasons:

(i) Data given in the Forest Department statistics relate to the
entire area of the State while those in the AgSt relate only to the
reporting area.

(ii) Definitions of forest adopted in the two sources are different.
The Forest Department statistics include certain village and other
land not covered by forests but worked by the Forest Department.
Such lands are excluded in the AgSt definition of forest area.

(iii) There is some difference in the period for which returns
are available in the two sources.

Forest Department returns are more comprehensive in scope and are
made use of for estimation purposes.

2.114. Quantity figures for major forest products are of unknown level
of- accuracy. even for the area for which they are available. The esti-
mates of quantity have been presented in the table below so as to Ering
out the- part for which data are actually available. For the part for
whieh-production data~are not available, the outturn of timber per square
mile is assumed -to be:one-third of outturn per square mile of the area
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for which returns exist. The corresponding figure for fuel is assumed
to be two-thirds. These fractions have been adopted arbitrarily after
discussions with officials of the Forest Department and the DESAg.

TABLE 12 : OUTTURN OF MAJOR FOREST PRODUCTS

geogra- forest area production of timber production of fuel
phical area  (thousand sq. miles) (lakh cu. ft.) for area (lakh cu. ft.) for area
(thousand — ——— — given in given in
square col. (3)  col(4) col.(3)  col(4)
States miles)  where out- total
put data
available
169) 6) 3 @ (s) (6) €)) &)
1948-49
class A . 7665 102°9 1788 7323 912°2 21697 3235°8
class B . 421°7 40°1 530 124'1 137°4 - 47772 579°4
class C . 75°4 18°x 20°§ 1965 205°2 242°§ 264°0
class D . 6'o 2°2 2's 24°'2 25°4 0°s 0°s

total . 1269°6 163°3 254°8 1077 °X 1280°2 2889 °9 4079°7

I949-50.
class A . 766°5 102°6 177°7 758°3 943°§ 2446°8 3642 °0

class B . 4217 41°0 53°8 126°6 139°8 594°2 7178
class C . 754 19°1 21°2 196 ;5 203°5 242°5 2598
class D . 60 2°2 2°5 24°6 258 0°s 0's

total ., 1269°6 164 °9 2§5°2 1106°0 1312°6 32840 4620°1

Note: (f) In col (3) class B States exclude Rajasthan and class C States exclude
Bilaspur.
(#) Production data for class C States relate to 1949-50 for both financial years.

2.115. Regarding prices the only available data relate to some major
forest products in a few selected urban areas. These, however, include
transport and distribution charges while what we need is a price of
forest product in the production stage. A certain measure of deflation
of these prices is therefore necessary and this has been done though the
basis used is not entirely satisfactory. As regards the minor forest pro-
ducts, we have used the estimates of value as given by the Forest
Department. These figures, however, are serious under-estimates partly
because the unauthorised collection of these products may escape the
Forest Department and partly because the Forest Department caleulates
the value on the basis of sale price to contractors. The aggregate Gov-
ernment revenue from forest products is also likely to be considerably
less than the valne of output of government forests.
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9116. The calculation of the contribution of the forests to national

income is presented below.

TABLE 13 : NET VALUE OF OUTPUT IN FORESTRY

1948-49 1949-50

65 (2) 3)
total forest area (thousand square miles) . . . . 255.2 254.8
timber : quantity (lakh cu. ft.). . . . . . 1312.6 1280.2
value (Rs. crores) . . . . . . 39-4 38.4
fuel : quantity (lakh cu. ft.) . . . . . 4620.1 4079.7
value (Rs. crores) . . . . . . 23.1I 20.4
minor products : Value (Rs. crores) . . . . . 6.5 5.0
other products : Value (Rs. crores) . . .. . 3.6 3.3
gross value (Rs, crores) . . . . . . 72.6 67.1
5 p«C. for depreciation and materials (Rs. crores) . . —3.6 —3.4
contribution to national income (Rs. crores) . . . 69.0 63.7

2.117. Certain comments are presented below in respect of the table

given above: -

(i) It may be noted that our estimate of forest area of 256-7 sq.
miles (for 1948-49) given in the First Report is very near the figures for
1948-49 and 1949-50 received from the DESAg and used for this
report.

(i) Statistics for major forest products (timber and fuel) and
specified minor products are available only for area under Forest
Departments. Data relate to both 1949-50 and 1948-49. Data for
1949-50, however, do not give figures for Madhya Pradesh, and figures
available for Madras and Uttar Pradesh are unduly low as compared
with 1948-49 figures. Hence 1948-49 estimates have been taken in
these cases.

(iii) For 1948-49 timber and fuel production are evaluated res-
pectively at Rs. 3 and Rs. 0'5 per cubic foot, prices used in the First
Report being retained. The prices used are corroborated by input
prices of- timber and fuel used by large industries derived from the
CM. In the absence of any conclusive evidence of a marked change
in these prices, prices used for 1948-49 were repeated for 1949-50.
For specified minor products, and all other products, the procedure
adopted in the First Report has been repeated. To derive the net
value, an overall deduction of 5 p.c. of gross value has been made
for costs and depreciation, as against a deduetion of 10 p.c. in the First
Report. This revision is necessary because of overestimation of costs in
our earlier estimate.

375 M of Fine
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2.118. The relevant information available for the year 1950-51 relates
to only a few States and hence no detailed calculation has been under-
taken for this year. The net output for 1950-51 has been obtained from
the figure for 1949-50 by making use of production and price index
numbers constructed for forest produects.

E. Income from fishery

2.119. Data -on production, price and value of sea and fresh water
fish, ‘by: producing areas, are given in the MR on fish (1949). The year
to which the data relate is not indicated in the report although it is
gathered from the DMI that the data relate to 1948 and may be taken
to represent 1948-49.

2.120. It is mentioned in the report that figures of the quantities of
fish ‘caught are only estimates. “In the case of sea fish, these estimates
have been made after taking into account (i) fish curing yard figures
(ii) the approximate number of fishing boats in use (iii) the number of
adult fishermen engaged in (catching) fish (iv) published and unpublished
fish statistics of the Madras province (v) the imports of fresh fish into
West Bengal from East Pakistan (vi) import and export figures of pre-
served fish and fish produc¢ts in the publications issued by the Director,
Commercial Intelligence (vii) figures of movement of fish by rail and
(viii) figures of arrivals of fish. in Municipal markets, bunders (ports),
ete.,, in the principal cities. As regards fresh water fish, the estimates
are mainly based on information supplied by local officers, the trade and
Municipalities*”.

2.121. Some current data on sea-fish are available. with the Fisheries
Development Adviser and the Central Marine Fisheries Research Station.
The Research Station makes partial use of sample survey technique to
estimate the total catch of sea-fish in the Indian Union. Data on retail
price of certain varieties of fish at Calcutta and Madras are given in the
ASI while similar data are available for other centres in the State
Government = gazettes. Prices are available only for a few selected
varieties and only for a few centres. Estimates of the value added by
sun-drying and salting are available with the DMI.

2122, In view of paucity and unreliability of production data, it may
be considered worthwhile to estimate the net output from the consumer
expenditure end by making use of the NSS and other current household
budget material. The available consumption estimate is, however, not
likely to be very reliable for individual minor items.

* Report on the Marketing of Fish in the Indian Union (1951), p. 18-19.
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2.123. The total value of products and the net value originaling in

the fishery sector are presented below.

TABLE 14 : NET VALUE OF OUTPUT IN FISHERY
) (in Rs. crores)

1950-ST 1949-50 1948-49

(1) (2) 3 @

1. value of fresh water fish sold in the markets . 9.5 9.8 9.3
2, value of own consumptlon of fresh water fish by pro-

ducers, etc. . . . 6.4 6.6 6.3

3. value of total catch of frcsh waterﬁsh . . . 15.9 16.4 15.6

4. value of total catch of sea fish . . . . . 12.0 11.5§ 8.7

5. total value of product . . 27.9 27.9 24.3

6. less 5 p.c. of (5) for depreciation and cost of matenals . 1.4 —I1.4 —I.2

7. net value . . . 26.5 26.5 23.1

8., plus value added by saltmg and sun—drymg . 2.1 2.0 1.5
9. plus 25 p.c. of (7) for fish caught by persons other than

fishermen . 6.6 6.6 5.8

10. net value of fishing . . 35.2 35.1 30.4
11, net value of output of gatherers of chanks, pearls sea-

weeds, shells, etc, . . 0.8 0.8 0.7

12, contribution to national i 1_ncome . . . . 36.0 35-9 31.1

2.194. We give below a description of the method used to arrive at

the entries in the above table

(i) The value of output of fish is estimated separately for fresh
water fish and sea-fish. Both quantity and value figures for sea-fish
and the marketed part of fresh water fish for 1948-49, are taken from
the MR on fish.

(ii) The percentages of total catch to marketable surplus of fresh
water fish for different areas are available in the DMI. On this basis,
value of fresh water fish retained by fishermen for their own use
has been estimated. For sea-fish, the MR figures have been accepted
without adjustment.

(iii) Operational costs and depreciation of boats, fishing equip-
ments, etc., are estimated arbitrarily at 5 p.c. of the total value of
product.

(iv) Value added by fish curing has been estimated as follows.
Figures of quantity and value of fish cured, value of salt used, and
value of salted fish in 1948-49 have been obtained from the DMI.
Value added by fish curing has been derlved from this material and
added to net output of fishery.
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(v) 25 p.c. of output of fresh water and sea fish has been added
as contribution of subsistence fishing and angling by all classes of
people other than professional fishermen. The MR does not cover
this category of catch.

(vi) For 1949-50, estimates of sea-fish landed during 1949 and
1950 have been obtained from the Fisheries Development Adviser.
The catch in.1948-49 has been estimated by averaging the above
(weights being 3 for 1949 and 1 for 1950). Our esfimates for 1950-51
has been calculated on a similar basis; the figures of the catch of sea-
fish in 1950 and 1951 have, however, been obtained from the Central
Marine Fisheries Research Station.

(vii) An index of prices of different varieties of fish during
1950-51 and 1949-50 (with 1948-49 as base), constructed on the basis
of data collected from EACom, has been used for evaluating sea-fish
for these years. The value of fresh water fish in 1950-51 and 1949-50
has been estimated by adjusting 1948-49 value for change in price, no
account being taken of the movement in production for lack of data.

(viii) The figures of value added by fish curing in 1950-51 and
1949-50 have been obtained by making adjustments in the 1948-49
figure for the change in catch and price of sea-fish.

(ix) Income of gatherers of chanks, pearls, sea-shells, sea-weeds,
etc., is estimated by multiplying the total number of persons engaged
in these activities by the average net output per fisherman.

F. Income from mining

2.125. The following governmental agencies are at present engaged
in collection and presentation of data on minerals:

(i) the Chief Inspector of Mines (CIM),
(ii) the Geological Survey of India (GSI),
(iii) the Indian Bureau of Mines (IBM),
(iv) the Coal Commissioner,

(v) the Department of Commercial Intelligence and Statistics
(DGCIS),

(vi) the Salt Controller, and
(vii) the Petroleum Division.

The CIM ie concerned with all mines under the Indian Mines Act, and
so far as these mines are concerned, information on the number of mines,
employment, wages and hours of work, investment and stock position in
coal mines only, and quantity and value of all minerals produced is avail-
able in the Annual Report of the Chief Inspector of Mines of India. The
GSI collects primary statistics only for mines not covered by the Indian
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Mines Act, and information collected’ relates to quantity and value of
minerals produced and daily average number of persons employed. Now
that the Indian Mines Act has been extended to all class B States except
Jammu and Kashmir, primary collection of data by the GSI will naturally
decrease. The GSI, further, prepares consolidated statements on the
. quantity and value of all minerals produced in the Indian Union. The
usual GSI publications are the Records of the Geological Survey of India,
giving comprehensive all-India figures by States breakdowns, and the
quarterly journal, Indian Minerals, furnishing abridged statements. A
recent mimeographed publication by the GSI gives provisional values of
most of the minerals upto 1950, though not with State breakdowns. The
IBM obtains figures from the CIM and the GSI. However, it is expected
to collect a variety of statistics when the Minerals Conservation and Deve-
lopment Rules (1950) under the Mines and Minerals Act, 1948, are imple-
mented. Some of this information, such as cost of fuel and electricity
used, cost of machinery and equipment and depreciation, royalties and
cesses paid, and cost of operation per ton of produce will be of consider-
able vse for national income estimation. The Coal Commissioner is
c¢oncerned with the preparation of coal distribution statistics. The DGCIS
compiles the annual Coal Statistics. TFhe Salt Controller is concerned with
siatisties of production and stock of salt. Lastly, the Petroleum Division
of the- Ministry of Commerce ‘and Industry prepares statistics of output,
consumption and distribution of petrol and petroleum products; these
figures are, however, treated as confidential.

2.126. The coverage of the available statistics in respect of riinerals
may be examined by comparing the present GSI list of minerals with
one given by Fox in the Mineral Wealth of India (Records of the Geolo-
gical Survey of India, Vol. 76, 1942). The number of minerals cited there
i3 corisiderably less than the number for which-data are currently avail-
able. For a few isolated minerals for which no data are now available,
careful examination reveals (i) that the order of magnitude of their
contribution is insignificant, and (ii) that most of these are mo longer
available in the Indian Union. The GSI data are thus reasonably com-
plete in coverage. One notable exception to the abowve is mica, for which
the GSI value figures are much lower than the value of mica exports,
and hence it is necessary to adopt some other basis of estimation. Thus
the quantum of exports may be taken to indicate the lower limit of
production (assuming no changes in the inventory) and this may be
evaluated at production prices obtained from the GSI. We have followed
this procedure for estimating the value of mica.

2.127. A comparison of production figures for the year 1944 in respect
of British India shows considerable discrepancy between alternative esti-
mates given by the CIM and the GSI. For example, production of clay
is shown ae about 4000 tons in the formmer and 6 lakhs of tons ir the
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latter. If the CIM is the collecting agency, there should not be any
discrepancy except in so far as the GSI covers mines not covered by
the Indian Mines Act even within provinces. That this is probahly the
case is confirmed by the fact that the GSI figures of output of minerals
are consistently higher than the CIM figures. To cite another example,
the value of salt given by the Salt Controller is considerably higher than
that given by the GSI. An analysis shows that this is mainly, though
not entirely, due to the use of a higher price by the former. Similar
discrepancies also exist in respect-of coal, petroleum and kerosene and
have been touched upon in the Report of the Sub-Committee on Statis-
tical Material.’

2.128. The calculation of the contribution of the mining sector to
national income is presented below.

TABLE 15: NET VALUE OF OUTPUT IN MINING
(in Rs. crores)

1950 1949 1948
(1) (2) €)) @
1. value of output—
(@) building materials 4.1 3.0 3.2
(b) coal 46.7 47-7 45.2
(¢) copper ore and corrundum . 1.2 1.2 0.8
(@) gold . 5.9 5.0 5-4
(4_;) ironore . . . . . . . 1.5 1.3 1.0
(f) manganese ore . . . . 8.5 3.9 1.8
(g) mica . . . . . . . 6.6 4.1 4.4
(k) salt . . . . . . . 4.5 4.1 4-4
() others 4.3 3.4 2.5
2. total 83.3 73.7 68.7
3. deductions—
(1) cost of matenals (at 5 p. c. of the value of out-
put) . 4.2 3.7 3.4
(#7) coal used in coal mines (at 6.4 p.c. of the
value of coal) . . . 3.0 3.1 2.9
(iir) deprecxatlon (at 4 7 p.c. of the value of out-
put) . . . 3.9 3.5 3.2
4. net value of output . . . . . 72.2 63.4 59.2

2.129. The following notes describe certain main features of the
method of calculation:
(i) As no cstimate of production is available, the value of
manganese ore exported is assumed to be the value of production.
For the rest of minerals, the values are at pithead price.
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(ii) The entire material used for 1948 relates to 1948. In the later
years, when current values are not available for all the individual
minerals, figures for the previous years have been used in certain
cases. Thus for example, for 1949, current data cover Rs. 737 crores,
while the value of minerals based on 1948 material is Rs. 0-03 crores.
The corresponding figures for 1950 are Rs. 857 and Rs. 0'1' crores
respectively.

(iii) The value of coal consumed in coal mines has been worked
out on the basis of material available in the Report of the Advisory
Planning Board.

(iv) Depreciation at 47 p.c. of sales (value of output) has been
calculated on the basis of balance sheet analysis of. 70 coal mines,
7 mica mines, 2 manganese mines and 15 other mines for 1947 con-
ducted by the RBIL

G. Income from factory establishments

2.130. This is one of the sectors where the collection of statistics is
facilitated by the comparatively better organised character of the pro-
ducing units. Until recently, statistics relating to factory establishments
have largely been the off shoot of labour legislation and labour welfare
policy, and for a limited number of industries, of tariff and commercial
policy. Requirements of basic production data during war led to the
collection of a variety of new statistical material relating to this sector.
We might consider here the availability of statistics of factory industries
in the light of employment and earnings data, data on quantum of output,
and finally, data on the value of output and deductible costs of produc-
tion.

2.131. The availability of employment statistics has been discussed
earlier, in section A. Data on average wages in different industries are
compiled from annual returns collected by regional chief inspectors of
factories under the Payment of Wages Act. These are based on the wage
bills of factories and do not give any information regarding earnings in
individual occupations. Moreover the term ‘worker’ as defined under
the Payment of Wages Act applies to all factory employees including
clerical and supervisory staff whose monthly earnings are below Rs. 200.
‘Wages’, as defined under the Payment of Wages Act, include, besides the
basic wage and dearness allowance, all remuneration capable of being
expressed in terms of money. The definition, however, is not always
-clearly understood by those making the returns and there is thus no
uniformity in the scope of the statistics furnished by the different States.
Some include bonuses and the money value of concessions in kind, e.g.,
grain sold at concessional rates, while others do not. Data on average
earnings in all perennial factory industries, based on returns under the
Payment of Wages Act, are published in the ILYb and the latest data



64 National Income Committee

relate to 1950. In the case of class B States, no earnings data are
available.

2.132. One way of estimating the income from factory industries could
be by getting the earnings bill and then making additions for other factor
payments such as interest, profit, etc. These latter can be estimated
from balance sheets of joint stock companies available with the Regis-
trars of joint stock companies. The Research and Statistics Department
of the RBI analysed the balance sheets of joint stock companies for 1947,
The analysis suffers from the defeet that the samples. adopted were not
strictly random; further, no information is available for quite a few
industries. Moreover, “it is well-known that company balance sheets
often do not give a correct picture of company finances, and not only are
there large payments to private limited companies owned by the direc-
tors or managing agents of the joint stock companies, there are also
large items given as miscellaneous expenditure, which take away a good
deal of the validity of any income payments analysis based on company
balance sheets and profit and loss accounts. It may be added that as
Tegards coverage, there has been considerable improvement in the recent
work on, analysis of company accounts by the RBI.

2133, For framing estimates from the output side for 1949-50 and 1950-51
two sets. of data are available, namely, those given by the CM and the
SSMLI. . The preliminary results (provisional) of the CM for 29 industries
for the years 1949 and 1950 are published in a number of issues of the
Monthly Statistics of the Production of Selected Industries of India. The
CM for 1949 covers 6257 out of 6753 registered factories under these in-
dustrial classes. In terms of geographical area covered, it includes all
States of the Indian Union except the Andaman and Nicobar Islands,
Bhopal, Bilaspur, Cooch Behar, Coorg, Hyderabad, Jammu and Kashmir,
Kutch, Madhya Bharat, Manipur, Mysore, Rajasthan, Saurashtra, Travan-
core-Cochin and Tripura. Except for Hyderabad and Mysore, the number
of factories in the States not covered by the CM is small. In the CM
for 1950, returns were received from 6323 out of 7098 registered factories.

2.134. The CM is confined to factories which come within the purview
of section 2j of the Factories Act, 1934. These are factories which
employ 20 or more workers in any of the days in the year and carry on
manufacturing process with the aid of power. The census gives informa-
tion under the following heads: (a) fixed capital: land and buildings,
plant and machinery, others; (b) inventory: raw materials, fuels, etc,
finished products; (¢) employment: number of employees including wage
earners and salary earners, average number of days worked and number
of man-hours; (d) wages and salaries: wages, salaries and non-cash bene-
fits; (e) value of materials consumed: raw materials, chemicals, packing
materials, ete., fuels, electricity, work done by others, other costs,
depreciation; (f) value of products: aggregate value of products, work
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done for others and (g) value added by manufacture, i.e., (g)-(e). The
coniribution to national income is represented by the value added by
manufacture less certain deductions for miscellaneous office expendi-
ture on stationery, postage, etc., insurance premiums paid, and certain
imputed bank charges considered in section I of this chapter.

2.135. To get estimates for the industries not covered by the CM and
to get over the time lag in the publication of its results, it was decided
to conduct a quick survey of manufacturing industries by the method
of random sampling. The survey was confined to factories employing
90 or more persons and using power. The sample was stratified with refer-
ence to industry, size of factory and region. Industries were classified
under 71 heads; some of the more composite heads given in the CM were
split up to make them more homogeneous. For instance, cotton textile
was divided into spinning mills, composite mills and power
looms. Similarly sugar industry was split up into vacuum pan
factories, gur and jaggery refineries and gur factories; vegetable
oil industry into oil mills and hydrogenated oil factories; engineering
industry into repair workshops and manufacturing units; and
iron and steel and non-ferrous metals industries into primary
producers and re-rolling mills. Of the 71 heads, two, namely
railway workshops, repair shops and locomotive shops, and arms and
ammunition and explosives, have been excluded from the survey. For
conduct of the survey, enterprises were stratified with reference to
industry-class, size of unit and geographical position. The number of
strata so formed is as follows:

basis of stratification number of strata
(a) industry 69
(b) industry and size of factory 326
(¢) industry, size of factory and region 686

From each of the 686 strata, factories were drawn at random, the number
from each stratum being proportionate to the number of workers em-
ployed by all factories in that stratum. Thus 1843 factories were included
in the sample. Information collected included capital and labour em-
ployed, wages paid, input and output.

2.136. Quite apart from the CM and the SSMI, which give data in a
form readily usable for national income estimation, estimates of quantum
of production are available in the Monthly Statistics of Production of the
Selected Industries of India. The Monthly Statistics, published by the
DIS, is based on voluntary returns furnished by various industries.
Estimates ‘of output for certain individual industries are independently
available. For example, revenue and appropriation accounts of -all
electricity generating companies, giving the gross sale value of all elec-
tricty generated less fuel and lubricants used less depreciation, are

375 M. of Fin.
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available with the Electricity Division of the Central Water and Power
Commission (féormerly the Central Electricity Commission). For the film
(cinematograph) industry, which has for the present purposes of national
income estimation been treated with factory establishments, useful in-
formation on the production (as also the distribution) of films is given
in the Report of the Film Enquiry Committee, the Hand Book of Indian
Film Industry and the Journal of Film Industry (September 1950). Esti-
mates of quantum and value of output, cost of raw materials and various
other expenses of manufacturing (though not necessarily valid from the
point of view of national income accounting) are also available in various
reports of the Indian Tariff Board. But most of these reports relate {o
1946 or 1947. Similarly several panels of the Advisory Planning Board
produced reports on individual industries but the data given in these

reports are not current.

2.137. Table 16 below gives the values added by different manufactur-
ing industries and is succeeded by table 17 which gives the calculations
for estimating the net income originating in the sector.

TABLE 16 : VALUE ADDED BY MANUFACTURING INDUSTRIES
(in Rs. crores)
—_——————————————————

Industry 1950 1949
¢9) @ (3
cotton textiles . . . . . . . . . 107.9 136.5
tea manufacturing . . . . . . . . . 69.3 57.8
jute textiles . . . . . . . . . . 46.6 35.2
sugar . . . . . . . . . . . 35.8 30.7
general engineering and electrical engineering . . . . 29.4 27.2
iron and steel .« . . . . . . . . . 26.9 28.7
chemicals . . . . . . . . . . . 14.0 11.9
vegetable oils . . . . . 1.7 6.8
tobacco products . . . . . . . . . 10.§ 10.2
rubber and rubber manufacturing . . . . . . 10.1 8.5
printing and book-binding , . . . . . . . 9.7 15.1
cement - . . . . . . . . . . . 8.5 5.5
sluminium, copper and brass . . . . . . . 7.6 6.0
_automabiles and coach building . . . ] . . 7.4 10.4
paper-and paper board . » . . . . . . 6.6 5.5
others . . . . . . M o . . . IIY. 4 102.6
. . . . . . 513.4 498.6

total ¢alt industries) . . .
Source : SSMI
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TABLE 171 NET VALUE OF QOUTPUT OF FACTORY ESTABLISHMENTS

(In Rs: ¢rores)

t950-5t 1949-50 1948-49
)] (2) (3) 4)

A

value added from the SSMI except for electrldny

generation and transmission . . . 574-43 562.42 570.63
Iess depreciation . . . . . . —33.89 —33.18 —33.6%
Tess deductions for operational costs e —2.87 —2.81 —2.8%
netoutput . . . .« e e s §37.67 526.43 534. 1t
income from electricity generation and transmission 2¥.44 20.83 16.46
income from raw film industry . . . . 6.00 6.00 6.0
less imputed deduction for bank charges . . . —4.85 ~—4.13 —3.91
less deductions for insurance premjum . . . —5.88 —5.78 —5.24
net output of factory establishments . . . 554.38 543.38 547.42

2.138. Some of the important features of the method of calculation
used are given below!:

(i) The estimation of net value of output of manufacturing in-
dustries is based upon the SSMI. For 1949-50 and 1850-51, the SSMI
estimates for 1949 and 1950 respectively have been used. The SSMI
gives no estimate of depreciation. Hence, an estimate of deprecia-
tion has been worked out from the CM for 29 industry groups on
the basis of ratio of depreciation to gross.value added. Certain minor
operational cdsts have not been allowed for in the SSMI. An allow-
ance for these has been arbitrarily* fixed at one-half p.c. of the value
added. .Imputed bank charges and a portion. of premium receipts
of fire and miscellaneous insurance companies have also been deduct-
ed. Calculation of these items has been explained in section I of
this chapter.

(ii) The SSMI estimates of net output of factory establishments
have been adjusted on three counts: (a) for electricity generation and
transmission (b) for film industry and (c) for input of raw cotton
in the cotton textile industry. Accounts of all eleetricity companies
have been received from the Power Wing of the Central. Water and
Power Commission;} As coverage of these data is miote or less

* based upon some scattered information available in the Tariff Board reports.
t+ data are broadly given (without all breakdowns) in the public Rlectricity Supply, All
India Statistics (1951).-
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complete, these were substituted for the sample estimates for this
industry. For film industry, which is not included in the SSMI,
estimate as given in the First Report has been repeated. For cotton
textile, inputs of raw cotton as estimated in the SSMI for 1949 and
1950 give obviously inconsistent results; input of raw cotton is
estimated at 63 lakhs of bales in 1949 and 38 lakhs of bales in 1950,

4ie, a drop of about 40 p.c. in the input-of the industry. Moreover,

the price per bale in 1950 is abnormally high in comparison with 1949
prices.” On the other hand, the total value of input of raw cotton
and output of cloth given are more or less the same in the two
years. The total availability of stock and the requirement of the
raw cotton have, therefore, been taken from the Bombay Cotton
Annual (1951-52), which gives figures comparable with those given
in the Indian Cotton Industry (Annual) (1951). Evaluation has been
done at the weighted average price per bale used in the agricul-
ture sector. The value added by this industry has been adjusted by
substituting this value of input of raw cotton for the value as esti-
mated by the SSMI.

(iii) The SSMI estimates have been preferred to the CM esti-
mates for two reasons. Firstly, the SSMI estimates have a much
wider coverage and secondly the CM is subject to non-response
from more than 7 p.c. of factories on an over-all basis. It has been

found that the CM data, when adjusted for undércoverage, compare
favourably with the SSMI figures.

(iv) Tt may be pointed out that the SSMI estimates are not
available for 1948-49. However, the CM for 1948 has not been used
for this year in order to retain strict comparability of the three years’
estimates. Hence, the net output of factory establishments for 1948-49
has been estimated by adjusting figures relating to 1949-50 by
appropriate production and price indices.

(v) Since 1948-49 estimates have been derived merely by adjusting
by production and price indices, all deductions and adjustments
necessary for 1948-49 have been avoided -by taking the SSMI 1949-50
estimates after all such adjustments. However, income from electri-
city generation and film industry, imputed deductions for banking

services, and payments of insurance premiums have been worked out
separately.

(vi) It is to be noted that the coverage of factory establishments
sector is now restricted to only 2j factories. The procedure of cover-
ing notified 5(1) factories on the basis of the I.B employment data
as adopted in our First Report has now been abandoned and these
factories, now automatically fall in the ‘small enterprises’ sector.
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H. Income from small enterprises

2.139. From the point of view of national income estimation, this is
one of the most difficult sectors, and comes a close second to the ‘other
commerce and transport’ sector, in respect of intrinsic difficulties of
estimation and non-availability of data. The importance of this sector
in the national economy cannot be gainsaid; next to agriculture and
trade, small enterprises constitute the most important sector in respect
of income generated, while from the standpoint of number of persons
involved, this sector comes next only to agriculture. The problem of
estimation in this sector is complicated by the unorganised character of
production and by the fact that a large part of such enterprise is car-
ried on in the household.

2.140. The only statistics relating to this sector, available for the
entire country relate to the census occupation tables which give the
total number of persons occupied in ‘industry’. By a process of subtrac-
tion of factory employment from this total, we have framed estimateés
of the number of persons engaged in small enterprises. But this proce-
dure does not allow for unemployment.

2.141. The estimated number of gainfully occupied persons in the
census sub-clause ‘industry’ in 1950-51 is slightly more than 14 million,
out of which only 3 million work in factory establishments and the
remaining 11 million in small enterprises. The next step is to find the
average income of these 11 million gainfully occupied persons, and also
the gross and net value of output per head. For this-purpose: we have
got a fairly wide collection of case studies, and some localised sample
surveys on which to frame estimates. In many case, however, the data
do not relate to the period under review and it becomes necessary to
adjust these figures on some arbitrary basis. Thus, when we have data
on average earnings for an earlier period, we have inflated it by an index
that has been calculated on the basis of rise in average earnings of the
factory workers during the corresponding period. Further, value of pro-
duction and the costs per head have been adjusted by general wholesale
price index numbers, and index numbers for finished products and raw
materials depending on the nature of the enterprise. The practical diffi-
culty in this connection arises in the choice of indices.. Since the index
used by us generally relates to products of factory industries, and earn-

ings in factory industries, they may not reflect accurately trends rele-
vant for the small enterprises sector.

2.142. Another difficulty that arises in putting the data together is that
in certain cases, income data relate to days, or weeks, or months. To
convert these into annual earnings, the multipliers used have been res-
pectively 300, 52 and 12. As average number of working days per year
is not accurately known for small scale industries, this procedure may
introduce considerable error in the annual earnings or output estimates.
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2.143. It is not possible to outline the data available for each industry
or for each State; suffice it to mention here that earnings data relate to
all the States excepting Vindhya Pradesh, Sikkim and the Bay Islands,
while data on gross output and cost rélate to Bengal, Bombay, Madras
Uttar Pradesh, Mysore, Hyderabad, Madhya Bharat and Coorg. This dOes
not mean that information is available for all industries in the above
States; data in respect of some industries are available in most of the
above States while for other industries, the coverage is considerably
smaller.

2.144. Data given in the sources used, vary in respect of reliability and
coverage. On the one hand, we have the Aligarh-Harduaganj Survey
giving statistically sound estimates for industries in Aligarh and its
environs, the material being generally of the nature of a census of small
manufactures. On the other hand, we have got isolated case-studies of
typical units of a particular industry in a State. Some of the above
sources give an idea of only the average earnings of workers in a parti-
cular industry while, in other cases, the economics of the industry is
studied in some detail, giving the gross value of produce, the various
costs items and the distributive margins involved. Particular reference
may be made here to some publications which give fairly useful data for
income estimation. The first is the Report of the Fact-Finding Commit-
tee (Handloom and Mills). This-publication gives estimates of value of
output of textile products and furnishes copious data,on the economy
of the industry in the shape of cost ratios to value generated. This
enables independent estimation based on the income and output methods
for the cotton textile industry, and the two methods give very close esti-
mates. Secondly, Rural Problems in Madras—Monograph by S. Y.
Krishnaswamy gives an account of almost all industries in Madras on a
case-study basis. The importance of this source arises from the variety
of industries covered and the detailed examination made in respect of
costs, inputs, distributive charges, etc., in relation to output. S. K.
Iyenger's Rural Economic Enquiries in Hyderabad State (1951) also
gives much useful data. The Development . of Industries in U.P.
(1949) prepared by the Uttar Pradesh Directorate of Cottage Industries, gives
some recent material on the pattern or structure of several of the cottage
industries in Uttar Pradesh. The various reports of the Labour Investi-
gation Committee also give useful data on & number of industries though
these data are not of a readily usable nature for estimation purposes.
Finally, Chitra and Tekumalla’s Cottage Industries in India, though not
useful for estimational purposes, gives a good descriptive account of
various cottage industries of India. Mention should be made of the
report on rural and cottage industries by the National Planning Committee
which serves a purpose similar to one by Chitra and Tekumalla’s book.

'2145. Calculations leading to income originating in the small enter-
prises sector are presented in the table below.



TABLE 18 : INCOME FROM SMALL ENTERPRISES

1950-51 1949-50 1948-49

nimber per head total number  per head total number  per head total

industrial groups of earning earnings of earning earnings of earnings earnings

persons (Rs.) (Rs. persons (Rs.) (Rs. persons (Rs.) (Rs.

engaged crores) engaged crores) engaged cTores)

(thousand) (thousand) (thousand)
(1) @ (3) (4) () (6) ) ) (9) (10)
I textile including tailoring . . . 3,246 553 179 3144 554 174 3,137 543 170
2 leather, its products and footwear . . 763 781 60 760 782 59 759 767 58
3 wood, glass, ceramics, building and cons- 4,225 707 299 4,153 708 294 4,084 693 283
truction.

4 metal manufacturing and engineering ., 1,066 827 88 1,053 828 87 1,045 812 85
§ " chemicals . . . . . . 81 617 5 76 617 5 76 604 [
6. food, drink and tobacco . . . . 1,492 542 81 1,485 542 81 1,479 532 79
7 other industries . . . . . 648 731 47 652 730 48 650 715 46
8 ‘allgroups : total . . . . . 11,521 659 759 11,323 660 748 11,230 647 726
9 allowance for other factor payments . .. . 152 . .. 150 .. .. 14$
total income L .. 9II .. .. 898 871

ioday ourg

pS6I flapniqay :

3 7/



72 National Income Committee

2.136. The following paragraphs describe certain main features of the
method of calculation.

(i) Regarding the estimates of average earnings, considerable
improvement has been achieved in representativeness, as compared
to the First Report. Data available relate to all class A and class B
States and most of the class C Stateg and cover 28 out of 36 census
sub-divisions. Total number of observations are of the order of six
hundred.

(ii) The procedure of subdividing industries into three major
categories (namely, factory type; intermediate type; and purely
cottage type) as adopted in the First Report has been abandoned.
Income, now, is estimated for all the 36 census sub-divisions separately,
using earning figures in similar industries wherever actual figures of
earnings are not available. The results are summarised by grouping
these 36 sub-divisions into seven broad industrial groups and are
presented in table 18.

(iii) Net earnings of workers engaged in the 36 census sub-
‘divisions works out at Rs. 726 crores in 1948-49. Making allowance for
all other factor payments at the rate of 20 p.c. of workers’ total earn-
ings, total net income in the sector during 1948-49 is estimate at Rs. 87
abja. For 1949-50, to the extent current data are not available, average
earnings per worker in ,1948-49 have been inflated in relation to the
rate of increase in factory workers’ earnings. Net earnings for .1949-50
thus work out at Rs. 748 crores, and total income is estimated - at
Rs. 9-0 abja. The corresponding figures for 1950-51 are Rs. 759 crores
and Rs. 91 abja.

(iv) The above estimates have been checked by estimates based
on the product approach. Besides the data used in the First Report,
data given in D. R. Gadgil’s Poona: A Socio Economic Survey, 1938-39,
the Rural Economié¢ Enquiries in the Hyderabad State, 1949-51 and
various issues of the Journal of Industfy and Trade have been made
use of for this purpose. Revised analysis of gross value of. output per
worker rests on data relating to 26 census sub-divisions, the number
of observations being about 250. For netting, number of observations
now is 110 in respect of about 20 census sub-divisions.

(v) Revised estimates of average gross value of output per person
engaged and percentage deductions (for netting) adopted for 1948-49
are given below by seven broad industrial groups.
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TABLE 19: VALUE OF OUTPUT FOR WORKER AND PERCENTAGE COST

value of out- percentage
industrial groups put per worker  deductions
for cost
(1) <. @ 3
1, textile, etc. . . . . . . . . 1,425 48.40
2. leather, etc. . . . . .. . . 1,575 63.18
3. wood, etc. . . . . . . . . 1,750 45.32
4. metal manufacturing, etc. . . . . . . 2,350 61.65
5. chemicals ~ ., . . . . . . . . 2450 61.14
6. food, drink and tobacco . . . . . . 1,778 62.59
7. other industries . . . . . . . 1,450 36.51

(vi) The value of output per worker for 1949-50 works out at
Rs. 1384, 1668, 1757, 2392, 2599, 1814 and 1449 respectively for the seven
broad industrial groups and the average value of output works out at
Rs. 1702 per worker for the same year. The same procedure has been
followed to get the value of product in 1950-51. The ratio of costs
to value of product is conceived as invariant in the period under consi-
deration and has been used to derive the net output in all the years.

(vii) The value of net output for 1948-49 obtained in this fashion
is only Rs. 54 crores above the estimate obtained by the income
approach. The corresponding differences in 1949-50 is Rs. 37 crores
and a difference of Rs. 80 crores is observed in 1950-51. While from
the overall levels, there is very little difference between the two sets
of estimates, we have thought it proper to use the estimate based on
the income approach because of its wider empirical base.

I. Income from banks and insurance

2.147. This sector covers banks, co-operative societies, and insurance
companies. For banks, available statistical material is fairly systematic
and reasonably complete in coverage. The Statistical Tables relating to
Banks in India, published annually by the RBI gives statistics ‘relating
to the RBI, exchange banks, and Indian scheduled and non-scheduled
banks. The Annual Report on the Trend and Progress of Banking in India
(published for the first time for the year ended 31st December, 1949) again
brought out by the RBI supplements the above, and is extremely useful
from the point of view of national income accounting in as much as the
nature of bank advances and deposits are analysed. The Statistical State-
ments relating to the Co-operative Movements in India, the latest available
being for 1950-51, supplements the banking statistics b ygiving statistics of
co-operative societies and banks. Finally, The Indian Insurance Year Book,
published annually, gives useful data relating to Indian and foreign
insurance’companies operating in India. ’

2.148." In spite of the organised character of this sector, and the wealth
of statistical material outlined above, a few limitations of these data from

375 M. of Fin.
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the point of view of national income accounting make for some gaps in
these statistics. The SA (1950) gives the paid-up capital of joint stock
banking and loan companies at Rs. 59-6 crores for 1948-4© The Statistical
Tables relating to Banks in India, on the other hand gives a figure of only
Rs. 456 crores in 1948. It follows, therefore, that the latter publication
does not cover all corporate banking and loan institutions in the country.
Careful analysis reveals that the gap is due to the omission in the RBI
data. of loan companies, investment trusts, nidhis and chit associations.
This omission is perfectly valid from the point of view of banking statistics
published by the RBI but from the point of view of national income estima-
tion, the omission leaves a gap, which needs attention,

2.149. Among other difficulties in using these statistics, one may cite
the availability of data for calendar rather than for fiscal years, the analysis
of ownership of bank deposits at a point of time rather than the average
ownership throughout the year, the mixing up of banking and insurance
accounts between India and Pakistan, in respect of institutions having
branches carrying on business in Pakistan, lack of clear-out analysis of
activities of exchange banks, etc. Most of the above difficulties are largely
academic in as much as the error due to all these defects would be small.

2.150. The above data are, however, still inadequate for purposes of
national income estimation, as the nature of banking activities necessitates
a circular estimational procedure, involving imputation of income on the
basis of bank (and insurance) accounts, This gap is filled up by a sample
analysis of balance sheets and profit and loss accounts of banking com-
panies, carried on by the Department of Research and Statistics of the
RBI. In respect of insurance companies, The Indian Insurance Yeur Book
gives accounts of these companies, although details of ‘expenses of manage-
ment' are not always specified so that allocations have sometimes to be
made between wages and salaries (which constitute expenses for the firm
but ‘income generated’ within the sector from the point of view of national
income estimation) and commodities purchased.

2.151. Since banking and insurance statistics relate to calendar rather
than to fiscal years, the only adjustment possible is to take averages for
two succeeding years, with weights of 9 and 3 respectively. We have not,
however, done this. Instead we have accepted the 1948 figures for 1948-49
without any adjustment; similarly our figures given for 1949-50 and 1950-51
actually relate to 1949 and 1950 respectively.

2.152. The net product from banking services has been evaluated using
the same procedure as described in the First Report. Balance sheets and
profit and loss accounts of 611 scheduled and non-scheduled banks for 1948,
for 533 banks in 1949 and for 499 banks in 1950 have been analysed by the
RBIL. Operating and appropriation accounts are set up from these returns.
Wages and salaries, directors' fees and surplus have been taken over as
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net product of banks. These items have been estimated for remaining
indian banks not covered by the RBI analysis on the basis of paid-up’
capital ratios for the respective yecars. Income originating in banks is given
in the table below:.

TABLE 20: INCOME FROM BANKS
(in Rs, crores)

T1950-51  1949-50  1948-49

(. e (2) R ¢)) (€))
wages and salarics . . . . . . 25.59 22.77 18.75
directors’ fees . . . . . .. 0.17 0.13 0.17
surplus of all banks except the RBI . . . 10.23 10.39 9.42
total . -36.29 33.29 28.34

2.153. A slightly modified method has been adopted for the calculation
of imputed deduction for banking services. Net investment income of all
banks except exchange banks and the RBI has been distributed among
different depositors such as factory establishments, other commerce and
transport, mining, etc., on the basis of demand deposits*. As the major
share of deposits of plantations is from tea plantations, imputed deductions
in respect of all plantations have been made from the net output of the
sector factory establishments which include tea manufacturing. The
entire net investment income of exchange banks has been deducted from
the sector, other commerce and transport. It may be pointed out that the
imputed deduction in the other commerce and transport sector is necessary
only when the net output is calculated by the product approach. These
déductions do not cover the whole of banks’ investment income, a part
being attributable to personal and some other depositors for which no
deduction is necessary. In respect of mining sector, the imputed deduc-
tions for banking services necessary are taken to be included in the block
deduction made there for netting. The imputed deductions for banking
services nécessary for our purpose are presented below.

TABLE 21 : IMPUTED DEDUCTION FOR BANKING SERVICES
(in Rs. crores)

1950-51 1949-50  1948-49

1. factory cstablishments . . . . . 4.85 4.13 3.91
2. other commerce and transport . . . 19.31 18.57 12.95§

2.154. The method adopted for insurance is exactly the same as that
described in the First Report. An estimated deduction of depreciation at
2:5 p.c. on the total value of property is made from the total of wages and
salaries plus operating surplus to get the net contribution of insurance
companies. The net product of insurance companies works out at Rs. 2285,
Rs. 22:65 and Rs. 19-63 crores respectively in 1950, 1949 and 1948. The

* Source : Suatistical Tables 10 Relating to banks in India (1950).
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calculation of deductions for insurance premiums have been slightly
modified in the sense that premiums paid to non-Indian fire and miscellane-
ous companies have also been included now. Moreover, a 10 p.c. deduction
has been made in the first instance to cover the premium payments of
persons. Imputed deductions to the extent of investment income of insur-
ance companies have not been attempted as the orders of magnitude
involved are very small. In any case, at least for life companies, no
deduction in productive sectors is necessary as the policy = holders are
generally persons. The deductions for insurance premiums obtained from
the insurance data and made use of for netting in other sectors, are given
in table 22. It may be noted that as in the case of banks no deduction in
this respect has been separately made in the mining sector. Deduction
in the other commerce and transport sector is made only in the case of
product approach. Further, no deduction has been made in the case of
banking and insurance sector in respect of fire and miscellaneous premiums

as the operating surplus of these sectors have been calculated net of these
payments.

TABLE 22: DEDUCTION FOR INSURANCE PREMIUMS

(in Rs. crores)

1950-51 1949-50 1948-49
1. factory establishments . . . . . 5.88 5.75 5.24
2. other commerce and transport . . . 3.69 3.61 3.30

2.155. In the case of co-operative societies, the method adopted in the
First Report has been repeated. All the non-credit societies have been
left out because they automatically get included in various productive
sectors. Regarding the credit societies, wages and salaries (estimated at
90 p.c. of the cost of management) and surplus have been taken as contri-
bution to national income. The total works out at Rs. 598 crores in 1950,
Rs. 5-73 crores in 1949 and Rs. 447 crores in 1948. To the extent the
depositors (and share-holders) of these societies are either final consumers,
or enterprises in which we have applied the income approach for income
estimation, it is not necessary to impute any charge in respect of the net
investment income of the societies. If, however, a depositor happens to be
a productive enterprise where we have estimated the income by the
product approach, a deduction becomes necessary on this count. We have
done this only in the case of agriculture, for which the net investment
income of agricultural credit societies has been treated as a business cost.
This has been lumped up with the market charges on the supposition that
co-operative credit is mostly required at the marketing stage. As the
orders of magnitude involved are very small, we have not attempted such
deductions in other sectors. This, of course, means that we overestimate
the total national income to this extent,
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2.156. The contribution to national income by the scctor as a whole is
given in the following table.

TABLE 23 : CONTRIBUTION TO NATIONAL INCOME FROM BANKS AND

INSURANCE
(in Rs. crores)

1950 1949 1948

¢)) ) &) 4)
banks . N . . . . . . . 36.29 33-29 28.134
insurance . . . . . . . 22.85 22.65 19.63
co-operative socictics . . . . . 5-98 5:73 4:47
total . 6s.12 61.67 «52.44

J. Income from ‘other commerce and transport’ sector

2.157. The available material for estimating the net value added by
trade and transportation is extremely limited and does not permit of a
satisfactory estimation of the value generated in this sector. A variety of
material is available on certain sections of the sector relating to the more
organised part of trade and particularly transport, but such material does
not enable any assessment of the total volume of trade in the country.
The published material on the total volume of internal trade consists of
a book by K. T. Shah on trade, transport and tar ffs and the reports of the
Sub-Committees on trade and on transport in the National Planning Com-
mittee series (1947) edited by K. T. Shah. The estimates of the total
volume of internal trade presented in these have not been derived on any
scientific basis and give merely the impressions of different writers on the
total volume of trade in the country.

2.158. Statistics of rail and river borne trade and postal freight are
available with the DGCIS. These relate only to a small part of the total
trade of the country. For the purposes of these statistics, India has been
divided into 22 trade blocks; and figures relate only to about 50 articles
carried by rail or by river between the trade blocks. For 1948-49, the total
value of such trade amounts to about Rs. 1,100 crores. This figure of
Rs. 1,100 crores does not include either rail or river borne trade within
each block or trade in other articles and is thus a gross under-estimate in
respect of the total value of even the rail and river borne trade. Trade
carried on by bullock -carts and other forms of trade have also to be
accounted for. An additional point that has to be remembered in the
context is that the figure mentioned above relates only to the value of the
transported commodities and not to the turnover or to the value of actual
sales which will obviously include several stages from wholesaler to
consumer,
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2.159. A pilot survey of retail trade in Delhi initiated by the Ministry of
Commerce and Industry puts the annual turnove: of retail trade at roughly
Rs. 13 crores per annum for the Delhi area. No detailed results have
been worked out from this survey. A pilot survey is being conducted for
all the municipalities in Uttar Pradesh also. This survey is designed to
give the number of employees by trade groups and the total turnover;
no questions are at present being asked in respect of the profit margin.
Even an estimate of total turnover, however, is not possible from the
results available so far, as the survey covers only retail trade leaving out
wholesale distribution from its ambit.

2.160. In respect of foreign trade, a considerable amount of information
is available and the total volume and value of trade can be deduced from
foreign trade statistics as furnished by the DGCIS on the basis of data
collected for customs duty. The existence of exchange control as also
control over the import and export of a variety of ‘commodities makes it
possible to estimate the profit margins on such trade, but it is difficult to
isolate these margins from the profits aceruing from internal trade.

2.161. Tr4de margins on a variety of agricultural products are given
in the MRs published by the DMI, but these studies suffer from a number
of serious defects. The greatest difficulty with these studies is that they
are mostly®’ pre-war. Another complication in this connection arises from
the fact that these case studies while giving details of the various charges
in relation to each activity or service, do so without reference to the
person or class performing the activity or service. Moreover, their cover-
age is restricted to agricultural products and a few livestock products, no
similar information being available for the output of either organised
industry or small scale or cottage industries. Recent MRs usually avoid
giving price spreads and consequently no recent material is available even
in respect of agricultural products.

2.162. Apart from the MRs, there are some technical studies and some
isolated Government publications on trade margins in different sectors.
The Report of the Foodgrains Investigation Committee (1950) gives a fairly
comprehensive picture of the various handling and other charges at
different stages of marketing from the stage of procurement or imports
to that of the retailer. These studies are subject to the limitation that
the margins relate only to the sales of procured foodgrains and conse-
quently may not adequately be representative of the sale of grains in the
free market.

2.163. In respect of the products of industry, isolated studies are avail-
able for certain commodities. For controlled products like sugar, data
are fairly accurate and easily available. For certain States, monographs
are available in respect of products of cottage industries, e.g., S. Y. Krishna-
swamy’s Rural Problems in Madras—Monograph. Similar studies are also
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available for a number of other States, but these ¢an at best give rough
indications of trade margins in certain localised areas and not of the total
turnover or sales relevant to the trade margins indicated.

2.164. In respect of transportation, statistics of railway transport are
fairly adequate and it is possible to estimate the net output originating in
this sector with considerable accuracy. For road transport, estimates have
o be framed on the basis of the estimated number-of licensed commercial
vehicles and trucks on the roads. Fairly satisfactory data are available in
respect of civil aviation, both from the Report of the Air Transport Enquiry
Committee and from published balance sheets of the limited number of
Indian airways companies operating in thfe country. Statistics of river
borne trade are not only inadequate in eoverage but also, by definition,
incomplete. Finally no estimation can be'made in relation to other forms
of transport, only the vaguest guesses being possible on the basis of an
estimate of the number of bullock-carts, ponies, etc.

2.165. In the derivation of the net value of trade and transport by the
product approach, it is exceedingly difficult to separate the value contri-
buted by trade from that contributed by transport. All that can be done
it to frame estimates of the aggregate value of trade and transport and
then to allow for costs on an overall basis. In the absence of any data
relating to total turnover, it is necessary first to estimate the value of the
total marketed product. The gross or net trading income can then be
obtained from this figure by application of suitable margins based on an
analysis of price differentials. Data relating to marketed product are
unsatisfactory. Even such estimates as are available in the MRs relate
to the marketable surplus rather than to quantities actually marketed, and
do not take into account the fluctuations in actually marketed quantities
from year to year. Also, when any considerable body of producers find it
necessary to repurchase products sold by them earlier in the season, such
{ransaction will not appear in estimates of the marketable surplus.

2.166. The price  differential analysis, necessary for this method of
estimation, presents practical difficulties in view of the absence of data
on prices at different stages of marketing for the same commodity. The
price data, which can be pressed into use, are detailed below:

(i) wholesale and retail prices of agricultural and livestock

‘products collected by the Ministry of Food and Agriculture, including

some priceg relevant for consumer purchase in rural areas;

(ii) wholsale prices collected by the EACom for the purpose of the
all-India wholesale price index;

(iii) wholesale and retail prices available in the State Government
gazettes. These are not available for all parts of the eountry and do
not cover many products.
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(iv) State bulletins of statisties which give more or less the same
data as contained in the gazettes;

. (v) retail prices collected by the LB for the purpose of construct-
ing working class cost of living index. Here the prices relate to com-
modities consumed by working classes and hence refer presumably
to inferior qualities of ‘products; and

(vi) some pricasdf imported products both at the stage of import-
ing and at the stage of selling, available with the Tariff Board.

2.167. An analysis of the foregoing data indicates that there is wide
difference in the commodities selected for report in each type of sale, and
even where the commodities are the same there are possibly wide varia-
tions in the quality of the product.

2.168. Information on the earnings of traders can provide an alternative
method of estimation in the trade sector. Data on earnings from trade,
however, are extremely deficient. Income-tax statistics indicate incomes
of the taxed group of traders, but there is possibility of non-reporting or
under-reporting, which would result in an under-estimation of the income
of larger traders and in an omission from tax statistics of the income of
traders at«the margin. Further, salaries earned in trade and transport
establishments are placed in the category of salaries, and it is not known
what péfcentage of this category represents salary income earned in trade
and transport. Consequently, even apart from the possibility of evasion,
income-tax statistics do not completely isolate income generated in the
trade sector from other incomes subject to tax. Moreover, income-tax
statistics are quite useless for deriving estimates of untaxed .trading
incomes, and these incomes form the bulk of the income from trade and
transport. No satisfactory data are available in respect of the incomes of
traders not subject to tax, except perhaps, for some scattered studies. The
only possible method of estimation in respect of some of the groups
for which no relevant figures of earnings are available is to formulate a
likely range of average incomes of these traders on the basis of incomes
earned in comparable occupations. A separation of employers .and
employees in trade and transport has also been attempted here.. Previous
to 1951 Census, some data for computing this were available in the Report
on an Enquiry into Wages, Hours of work, and Conditions of Employment
in the Retail Trade of some towns of the Bombay Presidency (1936) and
more recently, in the material collected (again for the Bombay State)
under the Employment and Establishment Act of 1948. The latter of these
sources is fairly recent and of general applicability for Bombay State,
but it relates only to urban areas and cannot, in any case, be deemed as
representative of the whole country. Some other States have conducted
census of shops and commercial establishments which give the number
of persons employed therein during 1948*. The 1951 census results giving
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detailed breakdown of self-supporting persons among employers, employees
and independent workers are, however, available now and have been made
use of for estimation in this Report.

2.169. The estimates worked out by us are presented below in tables
24 and 25. In table 24, the estimates are based on the income approach.
Two variants of the approach have been tried, in the first, no acecount has
been taken of income tax data, while in the secdnd, income of assessees
has been culled from relevant income tax statistics. The estimates in
table 25 are based on an analysis of trade margins and are the results of a
product flow approach. The estimates obtained by the first variant of the
income approach have ultimately been adopted for our final tables.

“These figures are given in the Indian and PakistanYear Book (1951) and are useful for the
purpose of estimating the number of employers and employees in the trade sector.
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