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FROM THE EDITOR

We, at the | SPE, convey our greetings and best wishes for the 2022 to all our
readers. Almost two years have passed but the deadly pandemic seemsto befar from
disappearing from our midst. It rages on in the form of different variants but then
life hasto go onin some but maybe restricted fashion. Our | ssues have been delayed
by nearly two years. A good part occurring due to the pandemic and its effects and
partly due to non-receipt of quality standard papers from authors since many have
maybe taken a break or may have been affected in different ways. However, we are
slowly getting to reduce the delay if not eliminating it. Some papers are being
published in the current Issues (1st and 2nd of 2020 Volume) and hopefully more
will beclearedinthe onesthat follow including the 2021 V olume. Whileapol ogizing
for the delay, all of you will understand that factors external to us were quite over-
bearing. More than two years back, we had planned to host a series of events and a
publication or two to commemorate the hundredth centenary year (2020) of thebirth
of our Founder- Director, late Prof.V.M. Dandekar (which also happened to be the
fiftiethyear of thefoundation of thel SPE) during 2020. Whilesomeeventsespecially
discussions group meetingswere held in early 2020, due to the pandemic, we could
not continue with these activities. Morerecently, wefelt that we should resumethem
as soon aswe are in aposition to do it. While the physical events are being planned
for the latter half of 2022, we are beginning the resumption of the process by way
of bringing out Prof.Dandekar"Rs papers published between the years 1951 and
1958 (in the Documentation Section of our Journal), to beginwith. Thisdecadewas
thebeginning of hispublicationinningswhichwent ontill hisuntimely deathin1995.
AlsoincludedintheSectionis"RESERVEBANK OFINDIA, All-IndiaRural Credit
Survey, District Monographs- POONA (BOMBAY STATE)". Therest of hispapers
would hopefully follow in subsequent Issues or in other forms. On reading these
papers, it is obvious that he covered a wide range of contemporary issues ranging
from agriculturerelated onesto thosein demography and eveninthehighly technical
area of Statistics and its applications. Happy reading!

S.Sriraman






NEITHERIN EMPLOYMENT NOR IN EDUCATION OR
TRAINING: A STUDY ON INDIA

HemaS. Kurup, and K.S. Hari

The failure to generate adequate employment opportunities for young people
isa major policy challenge faced by the Indian economy. In order to reap the full
benefit of the demographic dividend, young people should either be in employment
or in education and training so that they can be employed in future. In Goal No. 8
of the United Nations' sustainable development goals (SDGs) a major objective is
to substantially reduce the proportion of young people Not in Employment, Edu-
cationor Training (NEET) by 2020. In the existing literature on young people being
unemployed in India, there is hardly any reference to this failure, namely, of
school-to-work transformation that is internationally captured through NEET. The
present study is an attempt in that direction. Adopting the internationally accepted
definitionof NEET and using unit-level data published by the National Sample Survey
Organisation (NSSO), the present paper estimates the Indian NEET young people
from2004-05till 2018-19. Our resultsindicatethat the NEET rate among the Indian
young peopleisvery high and hasbeen increasing in the recent past. 33.56 per cent
of thelndianyouthare NEET in2018-19. Key risk factorsof becoming NEET include
rural female, low education and being in the older age group within 15-29-year
category. Our logistic regression results show that as the level of education
increases, the number of NEET young people comes down. Thisis specifically true
for those who have received vocational training. Hence, the solution for a better
education employment transformation in India is to improve the educational level
of the young people. On the demand side, country needs to generate more job
opportunities that suits the emerging youth of India.

Keywords: India, Employment Growth, Youth Unemployment, NEET

INTRODUCTION

India has undergone significant
demographic changes in the last three
decades. The rapid population growth
due to the decline in mortality has
transformed into a slower population

growth due to the reduction in fertility.
This transition has led to a ‘ baby boom’
in the country, where the population
growth is accompanied by the existence
of alarge number of youngindividualsas
compared to a few generations back. As
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per the Census 2011, young people
account for 28 per cent of the total pop-
ulation and 46 percentage of the working
agepopulation (15-59yearsold) inIndia.
This working age with a huge share of
young people represents a potential
demographic dividend.! It is expected
that the peak of the demographic divi-
dend in India will be seen in 2020 and
will continue till 2040. The average
Indian will be only 29 years old in 2020,
compared to the average age being 37
yearsin Chinaand the United States, 45
yearsin Western Europe and 48 yearsin
Japan [Chandrasekhar, et al., 2006;
Thomas, 2014, Pp. 15-17]. This is a
feature of the development of success
storiesof countriesin East Asiathat grew
rapidly in the latter half of the 20th
century [Bloom and Williamson, 1998,
Pp. 419-455; Feng and Mason, 2005]. On
the other hand, failing to provide oppor-
tunities for this bulge of young people as
they enter the labour market risks a
‘demographic disaster’> [Mitra and Ver-
ick, 2013].

Although India has a large young
people, the employment scenario in the
country isnot so promising. Thenegative
growthrateintheworkforceforcedespite
positive population growth rate of 1.93
per cent and economic growth rate of
morethan 7 per cent has generated much
debateintheliterature on joblessand job
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lossgrowth [Himanshu, 2011, Pp. 43-59;
Rangargjan, et. a., 2011, Pp. 68-72;
Kannan and Raveendran, 2012, Pp.
77-80; 2019, Pp. 38-44; Thomas, 2012;
Mehrotra, et al., 2014, Pp. 49-57; Abra-
ham, 2017, Pp. 13-17]. Rangargjan, et.al .,
[2011] and Kannan and Raveendran,
[2012] both specifically looked into the
issue of decline in workforce participa-
tion and came out with a contradictory
result.?

Along with the net decline in
employment, the unemployment among
the young people has increased.
According to the Periodic Labour Force
Survey (PLFS) 2017-18, the unemploy-
ment rateamong the young peopleduring
2017-18 was 17.81 per cent, the highest
inindependent India. The unemployment
rate hasincreased in almost al the States
(along with the decline in the workforce
participationrates). Thisisirrespectiveof
the higher growth in young people,
especially in highly popul ated states that
attained ahigher GDP growth rate during
this period [Kumar and Subramanian,
2012, Pp. 48-57; Okada, 2012, Pp.
169-193].

Although employment amongst young
people and unemployment, in general,
are important statistics, they cover only
those who are in the workforce and not
those who prefer to stay out of the
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workforce and who are not engaged in
any economic activity. Since the role of
young peoplein building anationisvery
important it is unfortunate if a section of
young peoplewho aremore educated and
skilled than the other age groups of the
population does not engage in any eco-
nomic productivity represents the lost
potential of Indian economy [GOI,
2017]. International labour organisation
(ILO) calls this non-productive young
people NEET (Not in Employment,
Education or Training). The school-to-
Work Transitions (SWT) will have a
long-term impact on an economy and
NEET often indicates the failure of such
atransition [ILO, 2015].

In order to reap thefull benefits of this
demographic dividend, young people
should be either in employment or in
education and training, so that they can
be employed in future. From the existing
literature, it is noted that there is hardly
any reference to this failure of school-
to-work transformation captured through
NEET on young people unemployment
in India. The present study is an attempt
in that direction. Using the internation-
ally accepted definition of NEET and
using unit-level data published by the
National Sample Survey Organisation
(GO, details of data used in the study is
given in the data source section and
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reference listed, this paper estimates the
number of NEET Indian young peoples
from 2004-05 till 2018-19.

NEET: A CONCEPTUAL DISCUSSION

The term NEET was formally intro-
duced in the UK in 1999 with the publi-
cation of the government’s Bridging the
Gap Report produced by Social
Exclusion Unit in 1999* (Bridging the
gapistheoriginal document and isadded
in the reference list also) It became
popular since it describes those young
people who are struggling to navigate a
successful School-to-Work Transitions
(SWTs) [ILO, 2015]. Since the concept
focuses on the issue of school dropout
among teenagers, theNEET indicator has
gained sufficient weight to be proposed
as the sole young people-specific target
for the UNDP SDGs. In Goal 8, stating
that " Decent work and economic growth:
promote inclusive and sustainable eco-
nomic growth, employment and decent
work for al," young peopleareidentified
as two proposed targets. (a) by 2030, to
achieve a full and productive employ-
ment and decent work for all women and
men, including for young people and
persons with disabilities, and equal pay
for work of equal value, and (b) by 2020,
to substantially reduce the proportion of
young people not in employment, edu-
cation or training.
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Sincethereisno standard definition of
NEET, the characteristics of young peo-
pleclassifiedasNEET differ greatly from
country to country. Statistical Office of
European Union (Eurostat), the Interna-
tional Labour Organisation (ILO) and
certain other organisations like OECD
have adopted the following definition of
the NEET rate as. "the percentage of the
population of a given age group and sex
who is not employed and not involved in
further educationor training” [ILO, 2015,
p. 1]. Unemployment rate records the
share of the economically active pop-
ulation who are not ableto find ajob. In
the case of youth population, the
unemployment rate can be overestimated

JAN-JUNE 2020

by those who exit from the labour force,
such as those who decide to go back into
education or decide to not look for ajob
anymore as they believe that there is no
job for them. Hence, in both cases they
become economically inactive and
therefore irrelevant to the calculation of
the unemployment rate. In contrast,
NEET recordsthe share of the population
of all young people currently disengaged
from the labour market and education,
namely unemployed and inactive young
people who are not in education or
training [Eurofound, 2012]. The NEET
indicator is calculated as follows [ILO,
20134]:

NEET (per cent) =(Number of youth — (Number of youth in employment

+Number of youth not in employment who are in

education or training)+ Total

A more simplified version of the defini-
tionusedinILOis

NEET = ((unemployed non-students +
inactive non-students) / young people) X
100

In the present study, we have used this
simplified version to measure NEET in
India. There are two subcategories of
NEET that are considered: (i) not in
employment (unemployed or jobless)
and (ii) not in education or training (in-
active non-students).

number of youth) x 100

DATA

This work is based on secondary
sources of information that include data
from National Sample Survey Organi-
sation (NSSO) Quinquennia Survey on
Employment and Unemployment in
Indiafor 2004-05, 2011-12 [NSSO, 2006
and 2014], Periodic Labour Force Survey
(PLFS) 2018-19 [NSO, 2020] and Cen-
sus of India 2001 and 2011 [Registrar
Genera of India (n.d.-b)]. The study
covers the period 2004-05, 2011-12 and
2018-19. The period from 2004-05 has
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been selected on the basis of growth in
theshareof youth populationandthehigh
GDP growth rate in the post-2003 peri-
od.® Definition of youth is adopted from
the National Youth Policy 2014 [GOI,
2014] as those who are in the age group
of 15-29 years.” Since different age
structures have different effects on the
status of young people, a five-year age
group classification, 15-19 years (ado-
lescents), 20-24 years(young people) and
25-29 years (older young people) has
been used to examine the status of young
people. The adolescent age group of
15-19 yearsis likely to be more in edu-
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cation while the other two groups are
more likely to be in the workforce. We
now turn to more details and analysis
thereon.

YOUTH POPULATION IN INDIA:
SOME STYLIZED FACTS

As per GOI [2011], young people in
the age group of 15-29 years comprise
27.53 percentage of the population in
India. During our period of study
(2004-05 to 2018-19), the young people
(15-29 years age group) increased from
296.38 million in 2004-05 to 389.39
million in 2018-19 (Table 1), with an

Table 1. Status of Youth Population Age-wise (in million)

Y ear Population  Labour Force Employed  Unemployed Students Inactive
15-19 Years
(1) (2 ©) (4 (5) (6) (7)
2004-05 108.00 42.45 39.75 2.70 46.79 18.76
2011-12 122.40 28.74 26.19 255 76.37 17.28
2018-19 139.28 21.06 15.52 5.55 99.76 18.44
20-24 Years
2004-05 98.07 60.68 56.42 4.25 9.69 27.70
2011-12 113.46 57.69 53.22 4.48 21.49 34.28
2018-19 131.99 59.06 46.05 13.01 30.88 42.04
25-29 Years
2004-05 90.32 64.57 62.45 212 0.89 24.86
2011-12 103.08 65.88 63.59 229 2.07 35.13
2018-19 118.18 69.66 62.19 7.47 3.03 45.50
15-29 Y ears (Y outh total)
2004-05 296.38 166.83 157.74 9.09 58.45 71.10
2011-12 338.94 151.13 141.91 9.25 101.75 86.02
2018-19 389.39 146.05 122.31 25.75 136.40 104.90

Source: Estimated using the Unit level data of NSSO Quinquennia surveys on employment and unemployment in India and the
Periodic Labour Force Survey 2018-19 and Population Census of India 2001 and 2011.
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annual growth rate of 1.97 per cent (we
have projected the population and cal-
culated this value using the population
census 2001 and 2011). The proportion
of young people in the total population
has increased from 26.98 per cent in
2004-05 to 28.77 per cent in 2018-19.
Thisgrowth was mainly in the age group
of 20-24 years(33.92million) duringthis
period, followed by the age groups of
15-19 years (31.27 million) and 25-29
years (27.86 million). The high growth
during this period wasin the urban areas,
mainly among females, with a growth
rate of above 3 per cent inthe agegroups
of 20-24 years and 25-29 years. Our
results corroborates with that of Mitra
and Mehta 2011. They find urbanisation
andtheresultant rural-to-urban migration
for employment opportunities as the
major reason behind high growth of
population in urban areas.

LABOUR FORCE PARTICIPATION

Although there was an increase in the
young people in the country, there is no
corresponding increase in the young
people workforce during this period
(Table 1). The young people workforce
participation indicates the proportion of
the young people who are part of the
workforce of the country, which consists
of those who are employed and unem-
ployed. It has declined from 166.83
million in 2004-05 to 148.05 million in
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2018-19 (with an annual decline of 0.85
per cent). Around 18.79 million have
gone out of the labour force during this
period. The decline was mainly in the
case of rural females. India, historicaly,
has the peculiar feature of alow female
workforce participation rate during
periods of high economic growth [Ran-
gargan, et a., 2011, Kannan and
Raveendran, 2012; Mahapatro, et a.,
2013, Pp. 83-107; Kapsos, et al., 2014;
Mehrotraand Parida, 2017, Pp. 360-380].
Around 22.43 million rural female, par-
ticularly among the age group of 15-19
years (8.56 million from 15-19 years age
group), have gone out of the labour
market. The decline in young people
constituting thelabour force, particularly
given the background of increasing
numbers among the young people can be
mainly attributed either to increase in
enrollment in educational institutions or
to lack of productive employment
opportunities available in the country
[Dev and Venkatanarayana, 2011;
Okada, 2012; Mitraand Verick, 2013].

WORK FORCE PARTICIPATION

Now, we turn to work force partici-
pation details. Employment in the coun-
try shows a similar trend to that of the
workforce during the post-2004 period.
The number of employed young peoples
declined from 157.74 million in 2004-05
to 122.31 million in 2018-19 (Table 1).
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The working young people declined by
35.43 millionwith anegative growth rate
of 1.80 per cent during the period under
study. The decline was particularly dur-
ing 2011-12 to 2018-19, with a negative
growth rate of 2.10 (19.60 million). The
decline is particularly among the age
group of 15-24 years (by 24.24 million).
For the age group of 25-29 years,
although the employment declined by
0.27 million between 2004-05 and
2018-19, the declinewas only among the
females (particularly among rural
females by 7.20 million). The existing
literature [Dev and Venkatanarayana,
2011; Rangargjan, et a., 2011; Kannan
and Raveendran, 2012; Mehrotra, et al.,
2014; Thomas, 2014] offers various
plausible explanations for the decline. A
major hypothesis is changes in the
demographic profile of young popula-
tion, increasing enrollments in elemen-
taay and secondary  schooling,
mechanisationin agriculture, withdrawal
of women and their increasing partici-
pation in household activities, sickness,
disability, etc. Various socioeconomic
factors were also identified as playing a
major rolein low participation of people,
especially women, in the labour market
[Mitra and Verick, 2013; Mehrotra and
Parida, 2017].

YOUTH IN EDUCATION AND TRAINING

NEITHER IN EMPLOYMENT NOR IN EDUCATION OR TRAINING 9

A magjor factor identified in the litera-
ture, for thewithdrawal of young people,
especially females, is the increased
enrollment or going back to school
[Rangargjan, et a., 2011; Kannan and
Raveendran, 2012]. While analysing
micro level data it was found that there
was a mismatch between the withdrawal
fromtheworkforceand enrollment inthe
school system. Shortage of remunerative
jobsin the labour market is found as the
major factor as compared to supply side
factors.

Our result indicates a definite
improvement in India in terms of
enrollment in education and training (see
Table 1). The young peoplein education
andtrainingincreased from58.45 million
t0 136.40 million during the period under
study. The growth was particularly
between 2004-05 and 2011-12 by 8.24
per cent. The male young people in
education and training increased from
35.76 millionin 2004-05to 78.30 million
in 2018-19. The female participation in
education and training has increased
from 22.80 million to 58.27 million. The
femal e participation was highest among
the age group of 15-19 years. But this
positive development, which has been
due to state intervention and changing
household allocation of time, fails to
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account for thehuge declineinworkforce
participation of the young people, espe-
cially women. A parallel argument has
been that femalesin thisage group are at
the peak of their reproductive age and
childcare and other household activities
thus leading to their temporary with-
drawal from the labour market and they
join back at a later stage. But Indian
empirical data does not support this
hypothesis because females irrespective
of their age groups withdraw from the
workforce. It appears that this has more
to do with the demand side of the labour
market than with supply side factors like
alocation of time. Further, the
employment-unemployment figures tell
us only a partial story about the young
people in country, since a significant
proportion opt out of the workforce. As
we have seen above, a mgority of those
who withdraw from the labour market,
especially females, do not enrol for
education. Sincethese proportionsdo not
engage in any economic activity, it rep-
resents the lost potential for the Indian
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economy. We have tried to measure this
lost potential using the NEET indicator
to which we turn to now.

NEET: THE INDIAN SCENARIO

The concept of NEET has become
popular in recent years due to the global
recession and theresultant increaseinthe
unemployment rate in developed coun-
tries, especially in Europe and other
OECD countries. Here, we briefly try to
comparetheNEET situationinIndiawith
that of other countries based on data (see
Table 2) as published by the World Bank
[2019] Our resultsfor both yearsindicate
theseverity of India’ SNEET problemand
the likely extent of loss to the domestic
GDP growth because of it. The compar-
ison across countries indicates that India
leadsthe world in terms of young people
who are in the NEET category. In most
of the developed countries, the rate is
relatively low and they have been suc-
cessful in reducing the rate even further
during 2012-2016.
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Table 2. Comparison across Countriesfor the NEET Rate

S. No. Country 2012 2016
1) @) ©) 4
1 Russian Federation 11.99 1241
2 United Kingdom 13.88 10.90
3 Highincome 14.06 11.69
4 Europe & Centra Asia 1557 13.82
5 OECD members 15.87 13.85
6 United States 18.29 15.00
7 Europe & Centra Asia 18.58 16.72
8 Brazil 19.26 23.24
9 Latin America& Caribbean 19.74 21.59
10 Latin America & the Caribbean 19.74 21.59
11 India 27.50 34.04
12 South Asia 27.50 NA
13 South Africa 3221 31.22

Source: World Bank 2019.

We also estimated the NEET rate experiencing an increase in the NEET
for different age groups over the rate over the years and which has
study period (as give in Table 3). It remained above 27 per cent since
is observed that India has been 2004-05 (Table 3).

Table 3. NEET Rate by Age Group (in per cent).

Age Group
Y ear 15-19 20-24 25-29 15-29(Y outh total)
D 2 ) (4) ©)
2004-05 19.87 (21.46) 32.59 (31.96) 29.86 (26.97) 27.06 (80.19)
2011-12 16.20 (19.83) 34.16 (38.75) 36.30 (37.42) 28.11 (95.27)
2018-19 17.22 (23.99) 41.71 (55.05) 44.82 (52.97) 33.56 (130.68)

Note: Figuresin parenthesis area actual numbersin million.
Source: Authors' estimates using the NSSO Quinquennial surveys on employment and unemployment in India
and Periodic Labour Force Survey 2018-19.
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Asaresult of thewithdrawal of young
people, especially females, from the
labour market, the NEET rate in the
country hasincreased inthe recent years.
TheNEET rate, whichwas27.06 per cent
in 2004-05, increased to 33.56 per cent in
2018-19. Out of the296.38 millionyoung
people in 2004-05, 80.19 million came
under the NEET category. This has
increased to 130.68 million in 2018-19
out of 389.39 million. More than 50 per
cent of the young females in India are
NEET. The NEET rate is the highest
among the age groups of 25-29 and 20-24
years. In both age groups, more than 40
per cent are in the NEET category. The
low NEET rate in the age group of 15-19
years compared to other age groups is
mainly because this age group isin edu-
cation and training category. But the
figure of 17.22 per cent in 2018-19 is a
worrisome figure in the background of
increasing unemployment and inactive-
nessin the country. The higher incidence
of NEET indicates the failure of the
Indian economy in SWT (Gunther 2015)
and the amount of lost potentia to the
economy. We now turn more specifically
to the situationin rural Indiaand thenin
Urban India.

RURAL INDIA

It can be seen from Tables 4 that the
NEET rate in rura India has increased
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from 25.69 per cent to 34.48 per cent
during the period under analysis, i.e.,
around 36.05 million of the rural young
people has joined in the NEET category
during the period of study. Gender-wise,
this is mainly the female population.
Between 2004-05 and 2018-19, the
female NEET rate has increased from
46.45 per cent to 57.66 per cent. It is
particularly higher in the age group of
25-29 years, which increased from 48.37
per cent in 2004-05 to 77.09 per cent in
2018-19. This growth was particularly
during 2004-05 to 2011-12 (by 15.46 per
cent). Contrary to the other two age
groups, the NEET rate among rural
females in the age group of 15-19 years
has declined during 2004-05 to 2018-19
by 1.95 per cent. Thisismainly duetothe
increase in the enrollment in education
and training as discussed in the previous
section. For rural males, the NEET rate
has increased, especialy between
2011-12 and 2018-19 (from 5.50 per cent
to 12.21 per cent). The growth was par-
ticularly in the age group of 20-24 years
by 10.84 per cent. The high NEET ratein
rural Indiacan be attributed to household
characteristics and  socioeconomic
opportunities. Rural households have
less resources and capabilities to invest
in cognitive and non-cognitive skills
development of their children as com-
pared to the urban households.
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Table 4. Location-wise (Rural/ Urban) NEET Rate (in per cent)

Age Group
Y ear 15-19 20-24 25-29 15-29
1) @) ©) ) ©)
Rural
2004-05 20.52 31.28 26.10 25.69
2011-12 17.42 34.58 34.84 27.99
2018-19 18.57 44.05 44,99 34.48
Urban
2004-05 18.12 35.77 39.36 30.40
2011-12 13.10 33.26 39.33 28.37
2018-19 13.87 36.91 47.47 31.55

Source: Same as Table 1.

Urban India

The urban NEET rate was 30.40 per
centin2004-05, whichincreasedto 31.55
per cent in 2018-19 (Table 4). Around
13.90 million of the urban young people
joined the NEET category during the
periodunder analysis. Thisincreaseinthe
NEET rate mainly comes from the pop-
ulation in the age groups of 25-29 years
and 20-24 years and which hasincreased
by 5.11 per cent and 1.14 per cent. The
growth in NEET rate for these two age
groupswasparticularly between 2011-12
and 2018-19. At thesametime, theNEET
rate declined in the age group of 15-19
years from 18.12 per cent to 13.87 per
cent. Thisismainly duetotheincreasein
the enrollment in education and training
of this age group as discussed in the
previous section.

Gender - Wise Analysis

Lookingat it gender-wise, theincrease
is predominantly among the femae
population although it declined between
2004-05and 2018-19from 56.53 per cent
to 51.02 per cent (Table 5). This decline
is particularly in the 15-19 years age
group. This can be attributed to the
increasing number of urban females in
the education. But for males, the NEET
rate has increased, especially between
2011-12 and 2018-19 by 5.71 million.

SUBCATEGORIESWITHIN NEET

A sub classification of NEET into
unemployed nonstudents and inactive
nonstudents offers some interesting
insights into the whole issue of NEET
in India (Tables 6 and 7).
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Table 5. Gender-wise NEET Rate (in per cent)
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Age Group
Period
15-19 20-24 25-29 15-29 15-19 20-24 25-29 15-29
1) @) ©) ) 5 (6) M ® ©)
Rural Male Rural Female
2004-05 6.66 5.98 2.60 5.29 36.56 55.12 48.37 46.45
2011-12 6.19 6.43 343 5.50 30.80 62.74 63.83 51.52
2018-19 9.65 16.82 10.82 12.21 29.10 70.82 77.09 57.66
Urban Male Urban Femae
2004-05 7.86 10.07 5.95 7.93 30.49 65.00 76.26 56.53
2011-12 5.75 854 5.88 6.73 22.17 59.68 73.99 52.40
2018-19 9.30 18.01 13.56 13.63 19.06 57.72 76.16 51.02
Total Mde Total Female
2004-05 6.99 7.24 359 6.09 34.94 57.80 55.86 49.22
2011-12 6.07 7.13 4.25 5.89 28.41 61.77 67.03 51.79
2018-19 9.55 17.23 11.75 12.66 26.19 66.48 76.76 55.61
Source: Same as Table 1.
Table 6. NEET Rate by Subcategories (in per cent)
Age Group
Y ear 15-19 20-24 25-29 15-29
1) @) ©) ) ©)
Unemployed
2004-05 12.60 13.31 7.85 11.34
2011-12 12.84 11.55 6.11 9.71
2018-19 23.13 23.64 14.10 19.70
Inactive
2004-05 87.40 86.69 92.15 88.66
2011-12 87.16 88.45 93.89 90.29
2018-19 76.87 76.93 85.90 80.27

Source: Same as Table 1.



VOL. 32NOS 1&2

NEITHER IN EMPLOYMENT NOR IN EDUCATION OR TRAINING 15

Table 7. Subcategory of NEET, Gender-wise (in per cent)

Location/ NEET 15-19 Years 20-24 Y ears 25-29 Years 15-29 Years
Gender  Subcategory
2004-05 2011-12 2018-19 2004-05 2011-12 2018-19 2004-05 2011-12 2018-19 2004-05 2011-12 2018-19

1) @) ® @ 6 6 O ©@ O W 1) I?B W @@
Rural NEET 666 619 965 598 643 1682 260 343 1082 529 550 1221
Mae  Unemployed 47.13 4796 71.39 7040 7155 8597 63.07 6179 8161 57.67 5888 80.17
Inactive 5287 5204 2861 29.60 2845 14.03 36.93 3821 1839 4233 41.12 19.83
Rural NEET 36.56 30.80 29.10 55.12 6274 70.82 4837 6383 77.09 4645 5152 57.66
Femae Unemployed 324 273 295 451 297 510 353 191 287 384 251 379
Inactive 96.76 97.27 97.05 9549 97.03 9490 9647 98.09 97.13 96.16 9749 96.21
Urban NEET 786 575 930 1007 854 1801 595 588 1356 793 6.73 13.63
Mae  Unemployed 5851 57.07 63.02 8471 8243 86.73 79.65 77.03 84.44 7415 7324 8042
Inactive 4149 4293 36.98 1529 1757 1327 2035 2297 1556 2585 26.76 19.58
Urban NEET 3049 2217 1906 724 713 5772 7626 7399 76.16 56.53 5240 51.02
Femae Unemployed 518 486 581 747 621 1256 428 301 624 567 453 863
Inactive 9482 9514 9416 9253 9379 8744 9572 96.99 9376 94.33 9547 91.37

Source: Same as Table 1.

The rate of unemployed NEET is
higher among males than females.
Between 2004-05 and 2018-19, it
increased by 16.07 per cent (from 64.19
per cent to 80.25 per cent). The contri-
bution was mainly during the 2011-12 to
2018-19 period (by 16.25 per cent
points). Among the different age group,
the growth in male unemployed NEET
category was the highest in the 15-19
years age group (50.63 per cent to 69.10
per cent) followed by 25-29 years (71.33
per cent to 82.73 per cent) and 20-24
years (76.65 per cent to 86.24 per cent).

In all the age group, the unemployed
NEET declined between 2004-05 and
2011-12, but increased drastically
between 2011-12 and 2018-19.
Although, the share of both the rural and
urban males have almost same share of
unemploymentinthe NEET category, the
major contributors of unemployed male
NEET category were rural males. Com-
pared to urban males, the growth of share
of unemployed in NEET category was
high among the rural males. All the age
group of rural males experience a huge
increase of more than 15 per cent point
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especially between 2011-12 and
2018-19. The 20-24 years have the
highest share of around 85.49 per cent in
2018-19. Though the share among 15-19
yearsin 2018-19 wasonly 71.39 per cent
which is smaller compared to the other
two age groups, the growth was the
highest among this group (by 24.26 per
cent points) during the period of study.
Among the urban male, athough the
share of unemployed in NEET is amost
same as among the rural males, the
growth is higher among the 25-29 years
age group (by 4.78 per cent points).

On the other hand, the NEET-inactive
among maleisshowing adecliningtrend.
It declined by 15.03 per cent (from 35.81
per cent to 19.75 per cent). Even though,
the NEET- inactive has shown a decline,
during the second phase, the NEET-
inactive has increased in the first period
then declined in the second period. The
major contributor of maleinactive NEET
category is urban males. Even though it
is showing a declining trend, the inac-
tiveness is high particularly among the
15-19 years age group.

In contrast to the increasing partici-
pation rate of the unemployed NEET, the
inactive NEETs are higher among the
females than males. Although the share
has declined in the recent years, around
95 per cent of the female NEET are in
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inactive category. As we pointed out
earlier, theincreaseintheparticipation of
education during 2004-05 to 2011-12
emerged as the main reason for the
withdrawa of males from the labour
market for theagegroup 15-29 years. But
for females the enrollment in education
was lesser than the withdrawal from the
labour market. This has resulted in an
increase in the NEET-inactive during
2004-05 to 2011-12 periods. This shows
that the young people are availableinthe
labour market but not able to enter into
productive employment. This jobless-
ness is despite of the high GDP growth
rate the economy has been experiencing.
Thegenera trendin NEET rateexplained
above points out the difference in par-
ticipation rate by gender. Although the
general trend in NEET rateisincreasing
slowly, there exists difference in NEET
rate by place of residencein India.

A genera trend emerging from the
al-India data on NEET rate among
young people shows an increasing share
of young people who are not involved in
any kind of productiveactivity. Malesare
available in the labour market since their
unemployment rate is very high but
females have completely withdrawn
from the labour market. This finding
corroborates that from the existing liter-
ature on jobless growth in India.
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DETERMINANTSOF NEET: LOGISTIC
REGRESSION ANALYSIS

Thereare somefactorsthat giveriseto
NEET. Accordingtothe European Social
Fund[2015], teachers, educatorsand also
family members can well be precursors
for the creation of NEET.? Other factors
likelow level of education, beinginrural
and absence of experience in labour
market also contribute to the creation of
NEET [Yuji 2007, Pp. 23-40; Serracant
2014, Pp. 401-419; Noh and Lee 2017].
Unfortunately, NSSO’'s and PLFS's
unit-level data fails to capture many of
these characteristics since it does not
includethetimeusesurvey of population.
Given this limitation, in the present sec-
tion wetry to explore the determinants of
NEET using abinary logistic model using
the PLFS data 2018-19. The dependent
variableinthismodel measuresNEET in
India (NEET = 1, Otherwise = 0). The
dependent variable NEET takes O for
those who are employed or in education
and training and 1 for those who are
unemployed and inactive. The explana-
tory variables used for the model are age,
location, gender, marital status, social
group, religion, general education level,
technical education and vocationa edu-
cation.

Then, the prediction equation for NEET
isspecified as
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() NEET

India

in=,+f, Age
+ B, Place of Residence
+B;Gender ++ 3, Marital Status
+ Bs Social Group + B¢ Religion
+ B, General Education level
+ Bg Technical Education
+ B, Vocational Training + u

Table 8 show results of the logistic
regression analysis that explores the
relationship between being NEET and
the explanatory variables. The oddsratio
[exp beta] for each category of the
independent variable obtained from the
analysisindicatethe oddsof being NEET
compared to the reference category dur-
ing the reference period, when the effect
of al other variablesis kept constant.

Age is significant in al three time
periods. The young people in the age
groups of 20-24 and 25-29 years have a
higher likelihood of being NEET as
compared to the reference category of
adolescents (age group of 15-19 years).
The age group of 20-24 years has 3.84
times and the age group of 25-29 years
had 3.13 timeschancesof being NEET in
2018-19. This is an expected outcome
since adolescents will be more enrolled
in education and training.

Thelocation dummy takes O for urban
areas and 1 for rural areas. Our results
show that the oddsratioisone, indicating
that those who reside in rural areas are
likely to be NEET. Those who reside in
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therural areasare 1.04 timesmore likely
to be NEET as compared to their urban
counterparts. The gender dummy takes
value 0 for malesand 1 for females. The
logisticregressionresultscorroborate our
earlier argument that females are more
likely to be NEET as compared to males.
The odds ratio shows that females were
6.93 times more likely to be NEET as
compared to males.

The marital status dummy take O for
unmarried, 1 for married, 2 for widowed
and 3 for divorced. It can be seen from
the analysis that those who are married
have a higher likelihood of being NEET
as compared to the reference category by
2.38 times. For widowed and divorced
category, the p-value is greater than 0.5
showing the variables as statistically
insignificant.

Three socia group dummies, ST, SC
and OBC, representing Scheduled
Tribes, Scheduled Caste and Other
Backward Classes respectively with
Others in the social group as the com-
parison category. Except for the ST
category, the young peopleinthe SC and
OBC category have a higher chance of
being NEET as compared to the control
variable. For the religion dummies,
Islam, Christianity, Sikhism, Jainism,
Buddhism, Zoroastrianism and Other
religions with Hinduism as the compar-
ison category, it can be seen that Islam
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and Sikhism havean oddsratio morethan
one. It shows that the young people in
thesethreereligionsaremorelikely to be
NEET. Although young people in
Zoroastrianism havean oddratio of 1.01,
the p-value of the variable is 0.97,
showing statistical insignificance.

Six education dummies representing
below primary & primary, middle, sec-
ondary, higher secondary, certificate or
diploma course, graduate and PG &
above with not literates as comparison
category isincluded. It can be seen from
the table that as the general level of
educationincreases, theprobability of the
young people being NEET is less as
compared to those below thislevel. The
odds ratio, which is less than one for
various categories of genera education,
clearly shows the inverse relationship
between education and the chances of
being NEET. Technica education
dummy takes value O for those who do
not have technical education and 1 for
those who do. In 2018-19, those who had
technical educationwere 1.38timesmore
likely to be NEET as compared to the
control group. This raises the issue of
employability and thequality of technical
education imparted. Vocational training,
on the other hand, reduces the chances of
young people being NEET as it has an
odds ratio less than one for al time
periods.
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Table 8. Determinants of NEET 2018-19
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NEET Coefficient Odds Ratio dy/dx P-value
@ 2 (©) (4) ©)
Age (20 to 24) 135 3.84 0.20 0.00
Age (25t0 29) 114 3.13 0.17 0.00
Rural 0.04 1.04 0.01 0.02
Femae 194 6.93 0.28 0.00
Married 0.87 2.38 0.13 0.00
Widowed 0.09 1.10 0.01 0.54
Divorced -0.04 0.96 -0.01 0.77
ST -0.09 0.91 -0.01 0.00
SC 0.21 124 0.03 0.00
OBC 0.12 113 0.02 0.00
Islam 0.37 1.44 0.05 0.00
Christianity -0.01 0.99 0.00 0.77
Sikhism 0.27 131 0.04 0.00
Jainism -0.70 0.50 -0.10 0.00
Buddhism -0.30 0.74 -0.04 0.00
Zoroastrianism 0.01 101 0.00 0.97
Other religions -0.08 0.92 -0.01 0.34
Below primary & primary -0.48 0.62 -0.07 0.00
Middle -0.57 0.57 -0.08 0.00
Secondary -1.00 0.37 -0.15 0.00
Higher Secondary -1.22 0.30 -0.18 0.00
Certificate or Diploma course -0.54 0.58 -0.08 0.00
Graduate -0.53 0.59 -0.08 0.00
PG & Above -0.44 0.64 -0.06 0.00
Technicaly Educated 0.32 1.38 0.05 0.00
Vocationaly Trained -1.04 0.35 -0.15 0.00
_cons -2.38 0.09 0.00
Source: Same as Table 1
CONCLUSION employment. The present study

NEET rates provide a measure of
young people who are outside the edu-
cational system, not intrainingand not in

attempted to analyse the failure of youth
participation labour market using NEET
rates. The resultsindicate that the NEET
rate has increased over the years for al
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agegroups. A highNEET ratewill hinder
the future economic growth of the
country because young people with
newly acquired skills are unable to
engage in any economic activity. The
major contributor of the increase in the
NEET rate are inactive workers, i.e., the
young people not in education and
training and are also not unemployed.
Although the magjority of this inactive
young people are constituted by females,
in recent years, males also have con-
tributed to this subcategory of NEET.
This section of the young people is not
building their own human capital and not
contributing to the welfare of the econ-
omy. The advantage of having many
young people of working age is going to
be a major opportunity available to the
economy. In order to take advantage of
this demographic dividend, fuller utili-
sation of the potential of young peopleis
necessary. The employability of young
people especially that of womenwho are
residing in rural India, needsto improve.
Thisrequiresimprovement inthelevel of
education and training in India. On the
demand side, country needs to generate
more job opportunities that can absorb
more young workers.

NOTES

1. The demographic dividend is the accelerated
economic growth that may result from a decline in a
country’s mortality and fertility and the subsequent
change in the age structure of the population. With
fewer births each year, a country’s young dependent
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populationgrowssmaller inrelationtotheworking-age
population. With fewer people to support, people have
the potential to be productive and contribute to the
growth of the economy that is, a country has awindow
of opportunity for rapid economic growth. The Chinese
experience of economic boom in the last 25 years has
relied on the young and productive labour force [Feng
and Mason, 2005; Feng, 2011, Pp. 173-190; Du and
Yang 2014, Pp. 617-635]. Between 1982 and 2000,
Chinaenjoyed an average annual rate of growth in the
support ratio of 1.28 per cent, a number that is known
as the demographic dividend or the demographic
contribution to the growth rate of the economy and
accounted for 15- 25 per cent of China's economic
growth during this period.

2. There is no guarantee that the abundant working
age population along with huge youth population may
not be able to contribute to economic development
[Bloom, et.a., 2001]. It may lead to a demographic
disaster. The Latin American experience shows that
Latin America was not successful in utilising the
working age population. Although the demographic
changes have been favourable for growth since 1970,
Latin America has had far less success in creating
conditions for economic growth. Between 1975 and
1995, the Latin American per capita growth rate was
only 0.7 per cent and has grown at just one-eighth the
rate that it hasin East Asiawhich was 6.8 per cent.

3. Rangargjan, Kaul and Seema[2011] put forward
the proposition that an increasing number of females
are going back to school from the labour force and that
thisreduces the number of females available for work.
Around 44 per cent of females opted out of the labour
force to pursue education. Another major reason was
found to be to attend domestic duties (around 31 per
cent) and 15 per cent of them were in the age group
of 0-4, and the remaining categories added up to 10 per
cent. Kannan and Raveendran [2012] refute this
argument. Their study found that 45 per cent of the
decline in the labour force was due to enrollment in
education. All the men (15 years old and above) who
dropped out of the labour force were accounted for by
the additional enrollment for education. But of the
38.83 million women who dropped out of the labour
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force, only 27 per cent are accounted for by the
additional enrollment for education. The remaining
women seem to have gone back to domestic activities
with or without engaging in a non-monetary work.

4. Serracant [2014] gives a detailed history of the
evolution of the concept of NEET in the academic
literature. The concept was devel opedinthe UK where
youngpeopleaged 16-18 yearsweredeclaredineligible
to receive unemployment benefits and were therefore
excluded from the "unemployed" administrative cate-
gory as al members of this age group were supposed
to be employment, in education or training. But many
surveys showed that there is a large group of young
peoplewho are neither in employment nor in education
or training. In a report by the Social Exclusion Unit
[1999] of the British government defined the NEET
population as young people aged 16-18 years "who
neither participate in education or training nor have a
job." The age group was expanded later and once
consolidated in the UK, the concept was adopted by
some international organisations. In 2007, the Euro-
pean Commission published the first figures on this
groupinitsannual report "Employment in Europe” and
the OECD incorporated the indicator in its"Education
at aGlance' report in 2010 [OECD, 2010]

5. Among the 17 goals that UNDP has set for the
countries, Goal 8 (Decent Work and Economic
Growth) highlightsthetarget on NEET. For details, see
https://www.undp.org/content/undp/en/home/sustain
able-devel opment-goal s.html

6. The period 2003-08 is termed as a "dream run"
of high growthin India. The growth ratewas morethan
8.46% during this phase, when the manufacturing
sector was amajor mover of the economy.

7. A caveat: The definition of young people varies
across countries in terms of their age group. OECD
countries take 15-24 as the age group, while many
developing countries like India take 15-29 as the age
group that includes young people.
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8. European Socia Fund [2015] for a detailed
analysis of the causative factors behind higher NEET
in Europe.
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ENHANCING SUPPLY CHAINSUSING SMART
CONTRACTSTHROUGH BLOCKCHAIN

Purva Patne and Avinash Shrivas

Logistics involves planning and carrying out management of goods, services,
and flow of information from the point of origin to the point of consumption.
Blockchain mechanismprovidesfor adecentralized, shared digital ledger thatrelies
on the consensus of a global peer network in order to aid smooth operations. Inthis
context, the idea of Smart Contracts are essentially self-executing tasks that are
coded through the blockchain and executed when a certain condition is met. It is
recognised that, even presently, supply chains operate extremely inefficiently
because they rely mostly on paper-based transactions. In the system proposed in
this paper, it is suggested that by using the blockchain mechanism, smart contracts
couldeliminatetheneedfor all of the administrativesteps, cutting costsand virtually
removingall possibilitiesfor error inlogistics. Initsapplication, the proposed system
can be expected to solve the inefficiencies, say for example, of the transport sector.
The documentation process adds more inefficiency to already slow end-to-end
transportation. Using blockchain, smart contracts could eliminate the need for all
of the administrative steps. In the current scenario of the Covid-19 pandemic
practically bringing the world to a standstill, it is of high importance and priority
to equip supply chains to connect digitally with authentic and reliable contracts.
The proposed system suits the purpose.

|.INTRODUCTION vities. The ultimate objective isto create
net value, building a competitive
infrastructure, leveraging world logis-
tics, synchronizing supply with demand
and measuring performance globally.

Supply chain management (SCM) is
the management of the flow of goodsand
services. It includes the movement and
storage of raw materias, work-in- pro-

cess inventory and finished goods from
point of origin to point of consumption.
Supply chain management is an inter-
connected or interlinked network which
deals with design, planning, execution,
control and monitoring of its chain acti-

SCM draws upon heavily from the
areas like operation management, logis-
tics, procurement, information technol-
ogy and strives for an integrated
approach. It actualy deds with
coordination and collaboration with its
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channel partners which are specifically
the suppliers, the intermediaries, the
third-party service providers (3PL), ina
sense, their customers.

This integrates supply and demand
management within and across its chan-
nels. Supply chain management is an
integrating function with primary
responsibilities for linking major busi-
ness functions and major business pro-
cesses within and across its chain of
companiestoform ahigh performingand
businessmodel. L ogisticsmanagementis
a part of supply chain management that
plans, implements, and control sefficient,
effective forward and reverse flows and
storage of goods, services and related
information between the point of origin
and the point of consumption, in order to
meet customers' requirements.

L ogistics management activities typi-
caly include inbound and outbound
transportation  management,  fleet
management, warehousing, materials
handling, order fulfilment, logistics net-
work design, inventory management,
supply/demand planning and
management of third-party logistics ser-
vices providers. To varying degrees, the
logistics function also includes sourcing
and procurement, production planning
and scheduling, packaging and assembly,
and customer service. Itisinvolved at all
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levels of planning and execution - stra-
tegic, operational, and tactical. Logistics
management is an integrating function,
which coordinates and optimizes all
logistics activities, as well as integrates
logistics activities with other functions
including marketing, sales manufactur-
ing, finance, and information technology
[Canitz, 2016].

Today, Road transport is the most
preferred and popular mode of transport
inthe supply chain used by suppliersand
busi nesses. Transport companiesprovide
scheduled delivery days and even next
day delivery services, depending upon
the demand. All kinds of cargo, goods
packed or grouped in containers, even
scheduledfor seaor air transportation, are
carted to and from airports/ seaports by
road transport. The greatest advantage of
road transport that makes it the core
lifeline of the transport industry, is its
ability to provide door-to-door, from
source to destination, warehouse-to-
warehouse, doorstep services. This is
something no other mode of transport can
provide. This naturally reduces cartage
expense, damages, loading and unload-
ing expenses, and other associated feeder
transport costs.

Road transport is most flexible and
adaptable with an outreach into the most
remote areasthat areinaccessible by rail,
air or water. Hence, road transport ismost
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suited for carrying goods and people to
and fromrural areaswhich arenot served
by rail, water or air transport. Hence,
transport of cargo between large towns
and small villages is possible only
through road transport. Road transport is
the only transport mode that is viable,
economically and otherwise, for short
distances. It is way more cost effective
and quicker to cart goodsand people over
short distances by road. Also, delays in
transit of goods, dueintermediatel oading
and handling, can be avoided as goods
can be loaded direct into a road vehicle
and transported straight to their place of
destination. In other words, intermediate
handling costs and feeder connectivity
costs can be eliminated.

Equally important to note that road
transport is most suited for speedy
delivery. Water transport is very slow.
Air and rail transport require too much
documentation and formalities and
packaging. Also, booking and taking
delivery of goods, in the case of railways,
air and water transport, normally takesup
too much time and is very tedious. In
contrast, road transport offers a quicker
and amuch moreflexible and hassle-free
option.

India has the second-largest road net-
work in the world, spanning over 4 mil-
lion kilometres. Presently, road
movement constitute the most important

ENHANCING SUPPLY CHAINSUSING SMART CONTRACTS THROUGH BLOCKCHAIN 27

mode of transport inthecountry, carrying
70% of the country’ stotal freight traffic
and 85% of its total passenger traffic.
"Deficiency in transport and communi-
cations infrastructure is one of several
supply chain barriersthat act asobstacles
for speeding up global economic
growth." That is one of the conclusions
of a report released by the World Eco-
nomic Forum (WEF) at the meeting in
Davos, Switzerland [WEF, 2013].

Blockchain is a technology that origi-
nated out of a branch of mathematics,
namely, cryptography. Blockchain is a
shared, distributed ledger on which
transactions are digitally recorded and
linked together so that they provide the
entire history or provenance of an asset.
A transaction is added to the blockchain
only after it has been validated using a
consensus protocol, which ensures it is
the only version of the truth. Each record
is also encrypted (conversion of (info-
rmation or datainto acode, especially to
prevent unauthorized access) to provide
an extra layer of security. Blockchain is
said to be "immutable" because the
records cannot be changed and trans-
parent and enables all participants to a
trade to have access to the same version
of the truth.

Smart contracts are lines of code that
are stored on a blockchain and automat-
ically execute when predetermined terms
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and conditions aremet. At themost basic
level, they are programs that run as they
have been set up to run by the peoplewho
developed them. The benefits of smart
contracts are most apparent in business
collaborationsinwhichthey aretypically
used to enforce some type of agreement
so that all participants can be certain of
the outcome without an intermediary’s
involvement [Hudnurkar et.al., 2014, Pp.
189-202].

II. STATEMENT OF PROBLEM

With various entities involved at dif-
ferent stages of the Supply Chain, the
presence of multiple decision makers
complicatesthe management processand
leads to information asymmetry. This
lack of information sharing, and trace-
ability can make it difficult to chart
progress, senseand respond to disruptive
events, and aso affects collaboration
among parties.

Very often trucks are partially or fully
empty within the delivery routes. A
marketplace can end this problem. Truck
owners or transport owners [Sriraman
et.al., 2009] agents and brokers can post
their details on the marketplace. Cus-
tomers / Consignment owners can aso
post their requirement on the online
platform and the transport providers can
place their bids based on it [Warburg,
2016]. Using the empty or unused space
can ensure optimum utilization of
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resourcesandwill alsoresultinanoverall
reduction in the carbon dioxide emission
which, inturn, hasapositive effect onthe
environment.

The growing need for transparent,
flexible, and easily adjustable logistics
services has fostered the creation of
digital brokerage platforms that match a
variety of logisticsdemands with supply.
Thus, centralized marketplaces can pro-
vide visibility on the information, rates,
and services of different logistics
providers and enable solutions to be
digitally tailored to meet the needs of
each customer.

1. EXISTING CHALLENGES

While on-time delivery of intact
packages has aways been important
throughout the supply chain, it has
become even more mission-critical in
recent years as omni channel commerce,
withitssame-day homeor retail delivery
of customized products ordered from
smartphones, becomes more common.
Suppliers, manufacturers, distributors,
and retailers have had to improve their
logistics processes to meet the demand
for quicker, more convenient delivery of
awider variety of goods. They also have
had to better integratetheir processesand
systems to improve supply chain visi-
bility [lansiti and Lakhani, 2017].
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Higher fuel prices will significantly
affect the cost of wages and transporta-
tion for shippers. The cost of adapting to
new technology used in the supply chain
ishigh, but it isarequirement to survive
in the competitive industry. A 3PL part-
ner will resol vethisissueasmany of these
organizations are already equipped with
the necessary technology to increase
efficiency [Church, 2017]. Some of these
technologies include radio frequency
identification for barcoding and scanning
(RFID), communication tech like elec-
tronic data interchange (EDI) and GPS
and material handling technology.
Implementing these technologies on
one’ sownisextremely expensive, which
is why a business would benefit from
partnering with a 3PL provider.

Reverse logisticsis required by every
e-commerce business. Customers need a
way to return items they have purchased
if they are dissatisfied with them and this
process needs to run smoothly. Without
an efficient reverse logistics platform,
you can turn off customers and prevent
them from ever buying from you again.
However, areverselogistics strategy can
be challenging and costly, without the
right support. A 3PL provider can help
the business in facing these challenges
with their pre-existing robust solutions.
They can help the business process
returnsin atimely manner to satisfy your
customers and can help you decide what
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to do with returned items to prevent
revenue loss. These solutions may
include repackaging unused items for
resale or refurbishing items to sell at a
discounted price [ Tapscott and Tapscott,
2016].

IV.SYSTEM DESIGN

To stay competitive in this emerging
ecosystem, it is important for transport
service providers to be a part of the
Logistics Marketplace. Engaging the
customers, transporters, fleet owners,
agents and brokers on a single online
platform improves efficiency, visibility
and networking. This online platform is
an important tool for transportation
companies, agents, brokers and truck-
owners to explore new opportunities.
Owing to the mechanism of these
marketplaces, the movement of freights,
booking of vehicles will aways be
smooth and systematic.

It isan integrated approach- buyers or
shipment owners, multiple suppliers,
agents, brokers or truck-owners and
transporters can get real-time informa
tion about the freight movement and
statusof shipment delivery. Thereal-time
inputs help them in strategizing their
business accordingly. This marketplace
is perfect for transporting industrial and
commercial goods, ecommerce con-
signmentsand household items. In short,
it is an effective way of reaping high
benefits.
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In the traditional method of freight
booking, transport service providers
usually do not have the information
regarding the availability of trucks and
guotation of services. They do not have
the power of predictability along with
their own terms and conditions of busi-
ness owing to the nature of prevailing
market and visibility in the booking
mechanism. Thus, accepting the avail-
able quotation is often the only way out.
Asaresult, the consignment ownersmust
absorb high freight rates which often
includes many inefficiencies and unpro-
ductive empty runs.

The electronic marketplace enables to

VEHICLE
AVAILABILITY
INPUT

VISIBILITY OF
TRANSPORTERS

CONNECT WITH
THE
TRANSPORTER

SEARCH BY
CONSIGNMENT
PROVIDERS

Fig. 1. Block diagram of the proposed System
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provide an end to all these hassles (Fig.
1). The online Marketplace |l ets transport
service providers stay abreast of the
real-time information about the freight
movements. Tracking features and faci-
lities help in knowing the movement of
vehicles from the source to the
destination, thus reducing the chances
and scope of malpractices like rerouting,
pilferage and overloading. Another
advantage is that consignment owners
can opt for thetrucks or vehiclesthat suit
their budget. The smart contract trans-
action for a vehicle booking, makes it
profitable, transparent, and affordablefor
the truck-owners and shippers, respec-
tively.
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Since it is a horizontal collaborative
effort between vehicle owners and ship-
pers, the chance of exploring new
opportunities increases exponentialy.
The pre-defined contracts define the rate
and important terms and ensure a pre-
dictable environment for operations. The
role and responsibility of each
stakeholder is clearly explained in these
contracts. Improvements in the level of
communication and operational effi-
ciency owing to the automated and sim-
plified flow of information are easily
visible.

The logistics marketplaces vyield
benefitsfor all the partners- transporters,
fleet or truck owners, customers, agents
and brokers.

*  Transporters- They can get better
visibility and real-time insight
about the consignments, irrespec-
tive of the nature of thevehicleand
shipment. Reliable delivery, better
management, and superior cus-
tomer service.

* Fleet & Truck Owners - Better
vehicleandfleet utilization through
proper scheduling and real-time
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visibility is possible. Infrastructure
and unique methodology of this
marketplace let even small-time
carriers compete with the large
companies.

* Customers - Customers or the
shipment owner will have now
better control over the process.
They can track the vehicles easily
and stay within their budget.

*  Agents& Brokers- A transporta
tion broker does not own a fleet,
transportation company or acarrier
but have a significant role in cargo
movement. A logisticsmarketplace
helps them to explore new areas,
routes of businesses along with
spread of networking.

Efficiency, adaptability,

transparency and simplicity arethemajor

visibility,

reasons for the transporters, truck-
owners, agents, brokersand customersto
actively participateinthisonlinelogistics
marketplace Fig. 2 provides an activity

diagram of the proposed System.
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Fig. 2. Activity Diagram of the proposed System

V.HOW THE MARKETPLACE WORKS

With the rise in on-demand delivery
services, there has a so been an increased
expectationof asupply chainthatisagile,
organized, and transparent. A Logistics
Marketplacelives up to that expectation.
Here, the system helps you choose the
best transporter based on your require-
ment and budget. Since no intermediate
party isinvolved in the process, thereis
no need to pay any commission fee or

additional fee.

Transporters, fleet owners, agents,
brokers, or customers, must register with
the online marketplace. Customers who
need a truck or lorry can post their
respectiveinquiry inthe marketplaceand
transport service providers post their
charges based on the inquiry.

For the convenience of transport ser-
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vice providers and customers this mar-
ketplace provides different
functionalities. Thewhole processcanbe
segregated into following phases:

* Planning - This phase deals with
the customers, agents and brokers
who are on the look out of a truck
or lorry whereas truckers can fore-
see route demands.
Communication - Direct commu-
nication between transport owners
and customers is possible on this
platform which is not possible on
traditional form of freight booking.
Pre-defined contracts and docu-
ments emphasize on transparency
and improving efficiency.
Invoicing - Relevant data are
available in a centralized dash-
board. Automated invoicing pro-
cess makes the process smooth.

The marketplace is an effective plat-
form that facilitates the process of hiring

Fig. 3. Blockchain Certificate [PP1] in the proposed system
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trucks and speeds the transportation
process. Different features and func-
tionality of this marketplace provide
visibility and ensure transparency. Thus,
it would be an ultimate solution for
choosing the best transporter at a cost-
effective price and yield high Return on
Investment. The project will not only
benefit the truck owners or the shippers,
but also help the brokers with increased
options with the technological support
and leveraging their financial muscle in
the fragmented market and numerous
small scale transport service providers
operating in an unorganized competitive
environment.

Theproposed system has anationwide
participatory platform type application
approach and provides digital interface
for empowerment of all the stakeholders
and their empowerment, inclusion and
sustenance.

o

uuuuuuuu
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VI. CONCLUSION

The use of Smart Contracts - self-
executing agreements - deployed on the
Blockchain can help to increase
transparency, traceability, and efficiency
across a Supply Chain. They can be used
to provide transparent credentialing and
reputation management through aSupply
Chain, and automatically execute fulfil-
ments and payments [Kwon and Suh,
2004, Pp. 4-14]. This helps to build up
trust among Supply Chain partners and
reduces time and cost inefficiencies
associated with overlapping effort and
additional verification checks. It also
speeds up the Supply Chain and makesit
more agile in managing risks and dis-
ruptions, since real-time datacan be used
to guide decision-making.

VIl. FUTURE SCOPE

There are till several challenges that
must be overcomebeforeBlockchain can
reach mainstream adoption. Transport
Organizationsmust bereceptiveto ashift
towards a more open and transparent
culture, and standards and regulations
must keep pace with the growth of the
technology [Beth, et.al., 2003]. If these
and other challenges are adequately
addressed, it would not be a stretch to
believe that one day, Blockchain could
fundamentally change the way we
exchange value and have the same rev-
olutionary impact that the Internet had
when it was first introduced [Warburg,
2016].
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PROFESSOR L. K. DESHPANDE: A TRIBUTE

Vikas Chitre

Professor Lalit K. Deshpande passed
away on 12 September 2020, now almost
ayear back. He was suffering from Alz-
heimer for the last few years but used to
attend important seminars and lectures.
He succumbed to the first wave of
Covid-19, at the age of 87.

He was a Professor at the Department
of Economics, University of Bombay,
and the Director of it when heretired. He
was the Conference President of the
Indian Society of Labour Economics in
1989, and editor of the Indian Journal of
Labour Economics, from 1985 to 1990.
He played an important role in strength-
ening the Ingtitute for Human Devel op-
ment, New Delhi, as Visiting Professor
atthelnstitutefrom 1998t0 2013. Hewas
also associated with the Indian School of
Political Economy from 2003 to 2018, as
its Honorary Fellow.

Both his sons have done extremely
well inthelir respective careers. Abhay is
Professor at the Stony Brook University
in the U.S. and has made remarkable
contributions in experimental nuclear
and high energy physics, Ashish is a
well-known psychologist and psychia
trist in Mumbai.

In Lalit’s demise, | lost a very close
friend. Many readers of this Note would
share the same sentiment and continue to
miss him. It was his personal quality that
he made al his friends fedl that he was
their very close friend.

I met Lalit firstin 1958-59, when | was
doing Master’s degree and he his Ph.D.
at thethen Bombay School of Economics.
Sudha, later his wife and co-author of
many of his research studies, was my
classmate. | still vividly remember an
incident sincewhen | cameto know Lalit
closely. | was among some of the fresh
M.A. students who used to hold the
research scholars with awe and respect.
Once when | was looking at ajournal in
theDepartment Library, Lalit cametome
with ajournal in his hand and asked me
whether | could help him find an asterisk
on the page which he had opened. He had
a problem with his eyesight since those
early days and continued to have it
throughout. | took a careful look all over
the page and after a minute’s minute
search, and to my great sense of success
and excitement, spotted theasterisk. Lalit
profusely thanked me. At that moment |
suddenly realised what research was all
about. It was - looking for asterisks....

Vikas Chitre is Honorary Fellow, Indian School of Political Economy, Pune 411016.
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Later, Lalit joined the faculty of the
Bombay School, and retired as Professor
and Director at the School. He (often
jointly with Sudha) made profound con-
tributions to the study of labour market
flexibility, labour market segmentation,
effect of liberalisation on employment
and incomes of labour, and the role
played by the trade unions, in the Indian
context. Their study, along with Guy
Standing, of the Bombay labour market
has been internationally acclaimed. |
remember that Professor Nilakantha
Rath, then Director of Gokhale Institute,
invited Professor Lalit Deshpande in
1983 to deliver the first series of four
lectures in the Kunda Datar Memorial
Lecture Series, newly instituted by Shri
B.N. Datar a well-known labour econo-
mist and a respected professional in the
Ministry  of  Labour, Planning
Commission, and International Labour
Organisation, in memory of his wife.
Lalit, along with Sudha, had just com-
pleted their study of the Bombay labour
market, and talked extensively about it in
these most enjoyable lectures. The lec-
tures have been later published by the
Gokhalelnstitutein 1985 under itsKunda
Datar Lectures Series.

Intheselectures, Professor Deshpande
talks about the labour market segmenta-
tion in the urban labour market, such as
that in the metropolis of Bombay. The
study divides the urban labour by its
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employment into, three segments,
namely, the Casual sector, Small Enter-
prises sector, and the Factory sector.
There are two sets of reasons for the
labour market segmentation in urban
areas, one, due to the various sources of
discrimination in the labour market, and
the second, because of the nature of the
rural urban migration.

Professor Deshpande employed a
stepwise multi-variate regression to
identify the sources of discrimination
leading to significant differences in
individual incomes from work in the
above three sectors of the labour market
of Bombay. He found that the young, the
women, the migrants, the untouchables,
the unskilled, those reporting Marathi
rather than the southern group of lan-
guages as their mother tongue, the sec-
ondary earners in the family, earned
significantly less compared to their
counterparts. In earning income, those
who had passed the 11th standard had an
advantage in the casual sector and those
with higher education in the other two
sectors. Those with an educated rather
than an illiterate father had an advantage
in the Small Establishments and the
Factory sectors, and those particularly
with an educated mother in the latter
sector. He characterised those variables
which made a difference to productivity,
including that due to investment in
human capital, (such as age (proxy for
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experience), education, training andlevel
of skill) as supporting the neo-classical
theory, and those variables which "an
individual worker cannot change by
investing in himself" as reflecting the
segmented labour market theory (for
example, sex, caste, mother tongue,
migration status, parents education,
etc.). Examining the ten most important
variables contributing to differences in
each of the three sectors, Professor
Deshpande made a guarded assessment:
"...the neo-classical explanationislikely
to have more relevance in the Small
Establishments and the Factory sector
than in the Casual sector”. [Deshpande,
1985, p. 25].

While discrimination due to the
above-mentioned causes provided,
according to Professor Deshpande, the a
priori basis for labour market segmen-
tation, he singled out examination of
mobility to put forth "the substantive
evidence" for it. After a careful exami-
nation of the characteristics of the
workers from the three sectors in their
rural place of origin, he concluded, "the
segmentation of urban labour market
begins in the villages'. [Deshpande,
1985, p. 39]. Not just that, but using the
rich data from the Bombay study, he
clearly brought out how the lack of
inter-sectoral and intra-sectoral, occu-
pational, mobility, helped "continue the
stratification of urban job market that
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beganinthevillages'. Most strikingly, he
demonstrated that having to depend
heavily on friends and relatives, who
would normally also belong to the same
sector, for both job information and help
in securing jobs, played a crucia rolein
keeping the casual worker stuck in the
same sector. He, therefore, emphasized
the vital role to be played by public
information agencies working for the
casual sector, given that "whatever small
role that Employment Exchangesplay is
predominantly restricted to employment
in factories'. [Deshpande, 1985, p. 42].

Notingthat the migrantsintothe casual
sector largely camefromthelandlessand
those owning lessthan 2 acresof land, he
perceptively observed: "Growth with
justice, not growth alone, would end the
segmentation in urban centres." [Desh-
pande, 1985, p. 55]. Thus, growth would
not trickle down automatically. It needs
to be accompanied by policies favouring
the disadvantaged sectionsof thesociety.

Later, at the Indian School of Political
Economy in Pune, Lalit and Sudhatalked
about their study of the short-run impact
of 1991- liberalisation on the conditions
of Indian labour. They showed the oft-
neglected positive effects of liberalisa-
tion, namely, that the real wages and
employment of labour, both increased
because of increased demand for |abour
duetoliberalisation. Thesefindingswere
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based on a detailed, before and after
comparison, of the data from the N.S.S.
50th survey Round (1993-94) with those
from N.S.S. surveys of the pre-1991-
liberalisation reform 1983 (a normal
year) and 1987-88 (a nearby but
drought-affected year). [Deshpande S.
and L.K. Deshpande, 1998, Pp. L31-
L39].

The Participation Rate for 5+ males
increased after liberalisation for rural as
well as urban areas, for the usual (i.e.,
durable employment), current weekly
status (CWS) (intermittent employment)
and current daily status (CDS). That for
thefemalesalsodid sofortheurbanaress,
but only for the CWS and CDS for the
rural areas. The Unemployment Rateand
thelndex for Underemployment (defined
as ((CWS-CDS)/CWS) *100) for 5+
malesaswell asfemaleswereboth lower,
for the usual aswell asfor the CWS and
the CDS, for the urban and rural aress,
except for the males in rural areas in
1987-88, because of the support through
rural public works under the drought
conditions. The Index of Underemploy-
ment was higher for the females, in both
urban and rural areas. [Deshpande S. and
L.K. Deshpande, 1998, Table 1].

As the 1991 liberalisation mainly
covered industry, trade, and finance, and
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as agriculture has been broadly left out-
sidethereform process, it wasnatural that
itsimpact wasfelt morein the urban than
inthe rural area.

Real wages (nominal wages deflated
by CPI for industrial workers/non-
manual workerg/agricultural  workers)
were higher after liberalisation for
Regular wage/salaried workersaswell as
casual workers, both in rural as well as
urban areas. [Deshpande S. and L.K.
Deshpande, 1998, Table 11].

"These conclusions run counter to the
fears most critics of liberalisation had
expressed regarding its impact on the
labour market ...", he concluded in
[Deshpande S. and L. K. Deshpande,
1998, p. L. 39], "... we need to face the
facts and consider if it isthe fears or the
factsthat we need to bury."

The concept of labour flexibility was
further probed in detail in [Deshpande,
et.al., 2004] by alarger, more up to date
and national rather than a local sample
survey, covering firms from nine states
across the country. Labour flexibility
comprises employment flexibility and
wageflexibility. It reflectsthedualismin
the labour market, characterised by the
relative growth of non-permanent jobs,
contract, temporary, casual, and part-
time employment within non-permanent
jobs, and also employment of femae
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rather than male workers. Labour flexi-
bility and the consequent duality in the
labour market have increased in India's
manufacturing over timeand particularly
after liberalisation and globalisation.
[Deshpande, et.al., 2004]. This process
hasbeen adopted to avoid therestrictions
imposed by the state regulation designed
to providejob and remuneration security,
andtradeunion pressureaswell astocope
with the challenges of uncertainty of
demand for labour in the face of the ups
and downsiniit.

Using multi-variate regressions, the
authors showed that apart from the
identified states and industries, firms
increased their total employment or
manual employment faster by exploiting
labour flexibility (by increasing the share
of non-permanent workers or by
increasing the share of contract workers),
post-liberalisation, moresoif they did not
have a trade union. [Deshpande, et.al.,
2004, Pp. 82-84].

On wage payments, the authors
observed: "Controlled for other factors,
firms with unions paid the unskilled and
the skilled workers about 17 per cent
more than those without unions. ...Older
firms paid higher wages than that of the
new firms. The greater the share of
womeninemployment, thelower wasthe
wage paid both to the unskilled and
skilled male worker but the higher the
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shareof contract, thehigher wasthewage
paid to the skilled worker." [ Deshpande,
et.al., 2004, p. 123].

"The macro level balance sheet does
not help us in knowing union influence
on wages and industrial relations at the
plant level." [Deshpande, et.al., 2004, p.
125]. Hence this survey of firms with
national coverage is of great importance
in understanding the spread, the charac-
ter, and the influence of the unionsin the
country. A vast mgjority, 71 per cent, of
the sampled firms did not have a union.
Twenty per cent had only one union and
only 8 per cent had multiple unions. A
massive 88 per cent of the very large
firms, employing more than 1000 work-
ers, reported union presence. Cotton
textilesindustry had the maximum union
presence, with the largest percentage of
firms in it reporting worker protests,
while manufacture of beverages and
tobacco had the lowest union presence,
with the smallest percentage of firmsin
it reporting worker protests. Still, the
absence of a union did not mean absence
of worker protests. A sizeable 19 per cent
of the firms, with no union, reported
worker protests. Among the sampled
States, Kerala and West Bengal had the
largest percentage of unionised firms,
and also the highest percentage of firms
reporting worker protests. Bihar, Delhi,
and Uttar Pradesh had the smallest per-
centage of unionised firms. Gujarat,
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Delhi, and Uttar Pradesh had the smallest
percentage of firms reporting worker
protests. Firms with a higher percentage
of flexible labour (non-permanent and
female) were less likely to have been
unionised.

On the much-debated question of
removing the exit clause of the Industrial
Disputes Act, the authors favour raising
the number of workers above which the
regulation would apply, rather than
scrapping it atogether. They warn that
theinsecurity of employment andincome
that total deregulation would engender
would be "mindboggling”. They
observed, reflecting the balanced view
characterising Professor Deshpande’s
writing: "It goes to prove that too much
flexibility may be as bad as too little of
it." [Deshpande, et.al., 2004, p. 150].

Professor Deshpande had a deep
understanding of labour statistics of
India. | alwaysused to invite himto give
specia lectures on measurement of
unemployment in India in the U.G.C.-
sponsored refresher courses for univer-
sity and college teachers, organised by
theGokhalelnstitute. | vividly remember
Professor Deshpande lucidly explaining
the intricacies of definitions and inter-
pretations of the various constructs used
in the National Sample Surveys.
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Hechaired the Study Group on L abour
Statistics, appointed in 1999 by the
Ministry of Labour, Government of
India. The Study Group made some
path-breaking and extremely useful rec-
ommendations, most bearing a clear
imprint of the Study Group’ sChairman’s
thinking, and many of which may not
have been implemented till date. For
example, "... a methodological stu-
dy/survey will have to be mounted
through the Agency NSSO to evolve
methods for capturing the problem of
child labour." [Government of India,
1999, p. 79]. "It is difficult to collect
information on bonded |abour because it
is an offence to keep anyone in bonda-
ge....househol d surveyscan be conducted
to ascertain socio-economic conditions
which lead to the practice of bondage.”
[Government of India, 1999, p. 79]. "...in
theliberalised and gl obalised economy of
the future, the employment of flexible
categories of workers is expected to
grow. The Bureau should, therefore,
consider inclusion of part-time workers
[and apprentices] alsointheoccupational
wage survey." [Government of India,
1999, p. 81]. "Vast dataisbeing collected
for thecompilation of CPl Numbers. This
isnot put to any use other than compiling
the CPl Numbers. The Labour Bureau
should make analytical studies of the
underlying economic factorsin different
regions of the country as reflected in the
pricedata.” [Government of India, 1999,
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Pp. 81-82]. "The database on the need of
training of workersis weak which needs
to be developed in respect of each sta-
te/industry.” [Government of India,
1999, p. 84]. "A review of the data needs
for the implementation of emerging
labour laws has to be undertaken. There
is no regular mechanism to collect data
to review the working of the Contract
Labour (Regulation & Abolition) Act,
1970, Equal Remuneration Act, 1976,
Inter-State Migrant Workmen (Regula-
tion of Employment and Conditions of
Service) Act, 1979, Child Labour
(Prohibition & Regulation) Act, 1986,
Payment of Gratuity Act, 1972, etc., in
the country. The data under these Acts
should be collected on regular basis.”
[Government of India, 1999, p. 84].

This is a virtual agenda of research
themes and work for a generation of
labour economistsand NSSO and L abour
Ministry officials.

Professor Deshpande always made
probing commentsin seminars, critically
analysing the underlying historica
background to socia and economic
guestions.

He was an affectionate friend, and an
engaging narrator of incidents and epi-
sodes amidst friends. His sense of
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humour was well-known among his
friends. Behind that was his intense
humanness, which was exceeded only by
his humanitarianism. Above all these
qualities was his utmost humility.

Once, he asked his son Abhay’s Pro-
fessor in the U.S., appreciating the Pro-
fessor’s work and achievements, "What
have | produced?' Lalit would proudly
tell us that Abhay’s Professor merely
pointed to Abhay admiringly and said,
"Y ou have produced him". The Professor
probably did not know Lalit’swork, and
Lalit did not tell him about it. He will be
always remembered for his insightful
work onthelndianlabour market, and for
his warmth.

REFERENCES

Deshpande, L.K., 1985; Segmentation of Labour
Market: A Case Study of Bombay, Kunda Datar
Lectures, 1983, Gokhale Institute of Poalitics and
Economics, Pune 411004, Orient Longman Lim-
ited.

Deshpande, LalitK., Alakh N. Sharma, Anup K. Karan
and Sandip Sarkar, 2004; Liberalisation and
Labour: Labour Flexibility in Indian Manufactur-
ing, Institute for Human Development, New Delhi
110002.

Deshpande, S. and L.K. Deshpande, 1998; "Impact of
Liberalisation on Labour Marketin India: What Do
Factsfrom NSSO’ s50th Round Show?", Economic
and Political Weekly, May 30.

Government of India, 1999; Report of the Sudy Group
on Labour Satistics, Ministry of Labour, New
Delhi.






DOCUMENTATION

The purpose of thissectionisto make availableto the
readers official documents such as reports of commit-
tees, commissions, working groups, task forces, etc.,
appointed by various ministries, departments, agencies
of central and state governments and international
organisations, which are not readily accessible either
becausethey areold, or because of theusual problems
of acquiring governmental publications, or becausethey
were printed but not published, or because they were not
printed and remained in mimeographed form. We also
present in this section, official documents compiled
from scattered el ectronic and/or other sources for ready
reference of thereaders. It will bedifficult and probably
not worthwhile to publish the documents entirely. We
shall publish only such parts of them as we think will
interest our readers. The readers are requested to send
their suggestions regarding official documents or parts
thereof for inclusion in this section.

We are aso keen to publish Papers, Notes or Com-
mentsbased onthe material included inthissection. We
invite the readers to contribute the same to our journal,
which we shall consider for publication in subsequent
issues of the journal, after the usual refereeing process.

In the present section, we publish:

1. Prof. V.M. Dandekar's Articles published in between 1951 to
1958

2. RESERVEBANK OF INDIA, All-IndiaRural Credit Survey
District Monographs - POONA (BOMBAY STATE)



NON-MARKET PRODUCTIVE ACTIVITY
AND ITSMEASUREMENT

V. M. Dandekar
Gokhale Institute of Politics and Economics, Poona (India)

Inapaper read beforethe Econometric
Society Meeting, International Statistical
Conferences, Washington 1947, while
discussing the comparability of national
income estimates of countries with dif-
ferent industrial structures, Kuznets
made a pleato make the national income
estimates of pre-industrial countries
more inclusive particularly in respect of
the extramarket productive activity
existent in large measure in their econo-
mies. As Kuznets pointed out "in a
decentralised, agricultural,
self-subsistent, economy many produc-
tiveactivitiestakeplacewithinthefamily
or the local community without finding
overt expression on the market.... The
range of such non-market activities is
extremely wide, extending from the
production of primary food and other
materials, through their fabrication, to
recreation, education, religion. ...in
scrutinising the contents of the net output
of industrial countries we find a surpris-
ing variety and volume of commodities
and services that represent nothing but
professional, i.e., business pursuit of
productive activities for which thereis a
clear counterpart within the family and
community life of pre-industrial econo-
mies. Each commodity, category except
those that relate to such products of
industrial civilisation par excellence as

automobiles and radios, represents acti-
vities for which there is a clear parallel
within the family and community life of
pre-industrial  societies. Manufactured
foods and tobacco, clothing, shoes,
furniture- all commodities that are com-
mon to both industrial and pre-industrial
economies-have market values in the
former that embody agreat deal of family
work inthelatter. And the sameistrue of
various services."

Though this appears to us a dight
overstatement of the case, the need for
inclusion of products of such activitiesin
the national income estimate of a pre-
industrial country cannot be disputed
once a comparison between it and an
industrial country is attempted. Thereis,
at the same-time, no reason why these
activities should not beincluded on their
own, and the national in come estimate
made more, inclusive, if it can be, quite
apart from the requirements of compa-
rability. The conventional rules of
national income accounting covering
only the products of the business and
public economy while excluding most
products of the family economy, though
perhaps convenient, are obviously arbi-
trary. Productsof thefamily economy are
usually excluded on the ground that their
productionisguided by rulesand motives
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different from those governing business
enterprises and hence that there is no
good basis for theft measurement and
evaluation. This, however, cannot be a
valid reason for exclusion of important
economic activity from a measure of
national incomeif the latter is conceived
as the net output of commodities and
services flowing from the country’s
productive system into the hands of
ultimate consumers or into net additions
to the country’s stock of capital goods.
Theonly justification for the exclusion of
any itemswould be the presumption that
what, is excluded is negligible in com-
parison with what is included. In the
above casethisis perhapstrue for highly
devel oped and market-oriented industrial
economies. But for pre-industrial coun-
trieswithrelatively self-subsistent family
or communa economies, it would be
difficult to makethislatter assumption. It
is therefore necessary to assess the con-
tentsof non-market productiveactivity in
a pre-industrial economy and examine
the possibilities of its measurement and
evaluation.

Following Kuznets (National Income
and its Composition, Vol. 1), we might
classify all economic goods as under:-

0. Goods exchanged for money on
private markets.

1. Goods sold by public agencies on
markets characterised by compul-
sory powers of public authorities.
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2. Goods entering barter exchange
(paymentsin kind by enterprisesto
employees or other participants in
their activity.)

3. Goods not appearing on markets.

a. products retained by producers for
their own consumption (especialy
important for farmers).

b. servicesand productsof individuals
outside the market system, flowing
to other individuals. (especialy
services of housewives and other
members of households.)

C. services of individuals outside the
market system to themselves
(largely personal  self-servicing
which accounts for a great deal of
activelifeoutside‘working’ hours.)

d. servicesof commoditiesowned and
used by consumers
aa. residential real estate,
bb. other consumers
commodities,
cc. other consumers’ goods.

e. services, of publicly owned com-
modities to ultimate consumers,
and business agencies, e.g., roads.

durable

The definition which Kuznets adopted
and which is now more or less common
to all national income measurement is
based ontheinclusion of 0, 1, 2, 3a, 3daa
and 3e and thus coversall productsof the
business and public economy. It covers
some products of the family economy in
so far as (3ad), i.e., products retained by
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producers for home consumption are
included; in practice, however, this
category is usually restricted to products
of agriculture retained by farmers for
home consumption. Let us therefore
examine more closely the contents of
those categories of economic goods
which are excluded and the omission of
which is likely to affect more unfavour-
ably the national income estimates of
pre-industrial countries.

They are:-
3b. Services and products of individu-
als outside the market system,
flowing to other individuals.
Services of individuals outside the
market system to themselves. For
convenience of discussion we shall
subdividethecategory (3b) intotwo
classes as under:-
3b.a Services and products of individu-
a. as outsde the market system,
flowingto other individualsoutside
the family; we shall henceforward
refer to this as non-market produc-
tive activity within the community.
3b.b Services and products of individu-
b. as outside the market system,
flowing to other individuals within
the family; we shall henceforward
refer to this as non-market produc-
tive activity within the family.

3c
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We shall now consider 3b.aa, 3b.bb
and 3c in that order and examine their
contents.

When a number of families or house-
holds come together and participatein an
economic activity, we should normally,
expect them to act on more or less busi-
ness principles. Therefore, if we define
market in sufficiently broad terms to
cover all arrangements between different
families for exchange of their products,
servicesand labour, hardly any important
productive activity is conceivable, the
results of which are neither consumed or
retained for consumption within the
family nor appear on market of one form
or another. In the most highly devel oped
market, an exchange of goods or services
is split up into two separate acts of sale
for and purchase with money. In less
developed markets of self-subsistent
local communities, exchange often takes
place more directly, that is without the
intervention of money. Local communi-
ties in pre-industrial countries are self-
subsistent only inthissense; namely, that
alarge part of the exchange of goodsand
services that takes place between differ-
ent families, is carried on more directly
by means of barter transaction. Thereis
no reason to believe that these transac-
tions are carried on, on anything but
sound business principles. If therefore,
market is supposed to cover barter
transactions, amost all productive
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activity within the community, results of
which appear outsidethefamily, isreally
not non-market, so that even in a pre-
industrial economy, the content of the
category (3b.aa) would be indeed quite
negligible. In the above classification of
economic goods we have a whole cate-
gory (2) of goods entering barter
exchange and most of the productive
activity of the so-called self-subsistent
pre-industrial communities  should
appropriately appear here.

It must of course beemphasised that in
apre-industrial economy, the category of
goods entering barter exchange will be
relatively large and hence that particul ar
attention and care must be given to their
measurement and valuation. About the
valuation of goods entering barter
exchange, the fundamental point to be
decided is whether or not barter
exchange, adds to the economic value of
the commaodities exchanged. In so far as
both parties show preferences for the
commodities they receive over the com-
modities they give away, it cannot be
denied that the exchange in fact adds to
the economic value of the commodities.
How much, must be decided in relation
towhat the mechanism of modern market
issupposed to add tothe economic values
of commodities. It is the difference
between pricesreceived by producersand
those paid by final consumers that is
supposed to represent the value added by
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the modern market, that is, by trade,
transport, storage, etc. The difference of
course represents the gross value added,
for therearecostsinvolvedintheprocess.
The net values added are those, obtained
by deducting these costs from the gross
values. Returning to the goods entering
barter, can we suppose that the barter
exchange achieves about the same pur-
pose as is done by a more elaborate
market? This might be disputed; it might
be said that though barter serves the
essential purpose, it could not be sup-
posed to do it with the same efficiency as
the modern market; for instance, the
choice of commodities with which a
person might exchange his own might be
considered necessarily limited in barter
than in modern market. Though in gen-
eral this point must be conceded, it has
not the same validity when we consider
the barter of primary commaodities, such
as foodgrains and it is in these primary
needs, either of consumers or of pro-
ducers, that barter most often takesplace.
We might therefore say that barter in
pre-industrial communities, servesabout
the same economic purpose as does the
modern market and hence it might be
supposed to add to the economic val ue of
the commodities as much as does the
modern market, that is, the equivalent of
the difference between producers and
consumers’ prices. Further whilemodern
market involvescosts, the barter involves
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amost none; so that the net values added
by barter are equal to the gross values
added by the modern market.

The simplest method to evaluate the
economic services implied in barter,
therefore, is to value the commodities
entering barter at, consumers’ prices, that
is at prices actually paid by consumers
purchasing the commaodities for money.
This suggestion is of course on the same
footing as one by which we evaluate the
products retained by producers for their
consumptionat consumers’ prices. When
in a self-subsistent family economy, a
farmer produces as much as possible for
home consumption and so much lessfor
the market, he in fact short-circuits the
entire mechanism of exchange. He does
it only at the expense of asmaller degree
of speciaisation in his crop production
and consequent smaller production out-
put. When therefore we val ue his output,
even though consumed at home, at
consumers’ and not at producers’ prices,
we indeed compensate him for hislower
production output due to lack of com-
mercial specialisation.

The total production of a commodity
might be divided into three parts: (i) the
part exchanged for money; (ii) the part
entering barter; and (iii) the part retained
by producers for their own consumption
both as producers and consumers. The
first part isof coursevalued at pricespaid
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by consumers and if we adopt the above
suggestions, wein fact agree to evaluate
the entire product at consumers' prices.
If wedothisandinfact evaluatetheentire
product at consumer retail prices, wealso
cover, it should be noted, yet another
important economic activity of the fam-
ily, namely, an element of trading which
often appears in the family economy. It
is not infrequent, particularly in pre-
industrial countries, that families buy
wholesale their annual requirements of
primary commoditiessuch asfoodgrains,
pulses, salt, chiliesand other condiments.
The storage and upkeep of these annual
stocks of consumer goods of course
demands considerable attention of the
housewife. In pre-industrial economy, it
is the family therefore which to a con-
siderable extent providesthe storage and
capital for stocks of commodities, a
function which in industrial countries
would normally be done by the profes-
sional trader. It isin the fitness of things
therefore that these family services, are
valued and added to the national income.
Thisis achieved by evaluating the entire
product at consumer retail prices, even
though some consumers might have
bought it at wholesale prices. These ser-
vices provided by the family in pre-
industrial economies are of course not
without cost; for we muse surely expect
some losses in the handling and, storage
of stocks, by numerousfamilies. Dataare
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amost wanting on this point, but if
available, deductions could certainly be
made with justification.

Retail consumer prices are different
from placeto place aud are also different
at different times of the year. Available
data on consumption of different com-
modities at different places should
therefore he made use of and the retail
prices at different places accordingly
weighted; inthe absense of data, theretail
prices at different places might be
weighted by the population they are
supposed to cover. As regards averaging
of prices at different times of the year
unless the consumption of the commod-
ity isdifferentindifferent seasons, simple
average of the periodic prices might be
used; otherwise data on seasonal con-
sumption would be necessary.

Direct estimates of total physical pro-
duction are available for certain com-
modities, such as, major agricultural and
livestock products; they are of course
inclusive of al the three important dis-
tributive categories, namely, (i) the part
exchanged for money; (ii) the part
entering barter; and (iii) the part retained
by producers for their own consumption
both as producers and consumers.
Therefore if the entire product is valued
at retail consumer prices we shall have
addedtotheir grossproductionvalues, (i)
gross value actually added by trade and
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transport, which must of course be netted
by deducting corresponding costs; (ii)
imputed value added by the advantages
of the barter economy; and (iii) imputed
value added by self-subsistent family
economy involved in the use of own
produced goods and also borne element
of trading existent inthefamily economy.
It might bethought thereforethat separate
physical estimates of the three distrib-
utive categories would not be necessary.
This is, however, not true; firstly, some
of the production costs are themselves
incurredinkind, that isby meansof barter
payments and these must be appropri-
ately valued and deducted in order to
obtain net production values; secondly,
professional trading will involve a num-
ber of activities other than the dealing in
commoditiesof which direct estimates of
production are available, while the costs
will often be joint; thirdly, the barter
transactions are not always of a kind
where both parties are final consumers,
while it is only in such cases that goods
entering on both sides can be valued at
retail consumer prices. Therefore, even
when direct estimates of production are
available, it would be necessary to secure
its breakdown into the three principal
distributive categories.

Direct estimates of physical produc-
tion are not always available. In the case
of services not resulting in tangible
goods, such as the services of barbers,
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washermen, teachers and medical men,
this is of course impossible and the
approach will necessarily have to be
through personal incomes of those
engaged in these pursuits. Even in the
case of physical goods, direct estimates
of total physical production is often dif-
ficult; such is the case, for instance, of
minor agricultural crops not amenable to
techniques of crop-cutting experiments,
particularly of garden produce which is,
not harvested in one single operation but
picked or plucked severa times in the
season and often for immediate home
consumption. Direct estimates of pro-
duction of farmyard manure and other
livestock products such as skins and
bonesareal sodifficult. Inthese cases, the
measurement of thetotal product isoften
facilitated by estimating separately the
three distributive components and their
sub-divisions.

Independent information relating to
thethreedistributive categories and their
sub-divisions is available only with the
families and must be obtained from a
survey of their business and personal
accounts. In actual practice however
amost no accounts are kept and the
information has to be collected by field
enquiries. Fat clarity and convenience of
the investigator and for consistency of
treatment of various transactions to
which the household isaparty, it isoften
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useful to construct the collected infor-
mationintheformof accounts, implicitly
maintained by the households. In a
Memorandum submitted to the National
Income Committee, Government of
India, (published in  Accounting
Research, Voal. Il, No. 4.), the author
suggested a set of accounts in which this
information might be constructed and
which, when consolidated for all house-
holds, would produce the Sector accounts
of the Household Sector, in a manner
comparable with the working system of
social accounts set out in the Report of
the Sub-Committee on National Income
Statistics of the League of Nations
Committee of Statistical Experts. The
bases of the proposals made therein are
that (i) al households should be grouped
in one sector, which might be termed the
Sector 0; and that (ii) ahousehold should
be presumed to keep four separate
accounts: Operating and Revenue
accounts being the, current accounts
relating respectively, to business and
family economy of the household; and
Capital and Reserve accounts being the
capital accounts relating to the business
and family economy of the household.
The contents of the four accounts are set
out below for ready reference; serid
numbers of the items appearing are those
given to similar items in the *Working
System of Social Accounts’ referred to,
whileitemsmarked with asterisk are new
to Household Sector.
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Operating Account

1. Cash proceeds of sales.

2. Subsidies.

3. Transfers from capital account in respect of -
(a) production receipts.

(b) proceeds in kind ofbarter sales of services.

(c) work in progress & unused material.

5. Cash payments for factors of production.
(a) wages, saaries, etc.
(b) interest.
6. Cash purchases of goods & services. 7,8 & 9. asin Sector |.
10. Transfer to capital account in  respect of inventories taken
over for-
(a) Paymentsin kind for factors of production:-
(i) wages, salaries etc.
(ii) interest.
(b) barter purchase of goods and services.
(c) usein production.
(d) cash sales.
11. Transfer to capital account in respect of depreciation
& obsolescence.
12. Transfer to revenue account of personsin respect of bad debts.
13. Transfer to revenue account of surplus.

4. Total receipts.

14. Total payments.

Revenue Account

198. Wages, sdlaries, etc.

() Cash.

(b) Transfer from reserve account in respect of

wages received in kind.

199. Interest.

() Cash.

(b) Transfer from reserve account in respect of

interest receiptsin kind.

200 to 210 except 202.
asin Sector-1V.

202.
21 & 22 - asin Sector I.

Transfer from operating account of surplus.

212. Cash paymentsto factors of production.
(a) wages, saaries, etc.

213. Cash purchases of goods and services.

214 t022l. asin Seater IV.
27,28 - asin Sector I.

* Transfer to reserve account in respect of
(a) paymentsin kind to factors of production.

(i) wages, salaries, etc.
(ii) interest.

(b) barter purchase of goods & services.
(c) final consumption.

29. Transfer to reserve account of surplus.

211. Total receipts.

223. Total payments.
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Capital Account

31. Transfer from operating account in respect of
inventories taken Over.

32. Transfer from operating account in respect of
depreciation and obsolescence.

33. Transfer from revenue account in respect of
property insurance claims.

34. Transfer from reserve account
(&) in respect of net withdrawals.
(b) to balance the account.
*  |mputed receiptsin respect of
(a) paymentsin kind for factors of production.
(b) barter purchase of goods and services.

36.

37.

38.

39.

Paymentsfor factors of production.

(a) wages, saaries, etc.
(i) cash.
(i) inkind.
Purchases of goods and service.
(a) cash.
(b) barter.
Net purchases of existing eguipment and other
asseted.

Transfer to operating account in respect of production
receipts, etc.

35. Totd receipts.

40.

Total payments.

Reserve Account

224. Transfer from revenue account of surplus.
225 & 227 asin Sector V.
41. asin Sector, I.
* Transfer from revenue account in respect of
payments to factors of production, barter pur-
chases, etc.

232.
26,
49.

87.

t0 236 - asin Sector IV.
47 and 48 asin Sector |.
Transfer to capital account.

(&) in respect of net withdrawals.
(b) to balance that account.

Transfer to revenue account in respect of payment to
factors of production received in kind.

Net purchases of gold and silver bullion.

46. Total Receipts.

. Total payments.

Barter is peculiar to the household
sector and we shall briefly describe here
how it is proposed to be treated in the
household accounts. It ispossibleto treat
barter as a sale & a purchase from both
ends with indirect or hypothetical inter-
vention of money. However, this treat-
ment appearsto betooartificial and hence

(i)

amore direct treatment is proposed. For
this purpose, four types of barter trans-
actions are distinguished. They are:-

Barter transactions which might be
regarded as purchases from both
ends, eg., when fodder is
exchanged for foodgrains, we
might say that one has purchased
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foodgrains while the other has
purchased fodder.

Barter transactionswhich areinthe
nature of a purchase from one end
only and a sale at the other; eg.,
when a farmer pays in kind the
artisan services of a carpenter, the
carpenter sells his services and the
farmer purchases them but the
farmer cannot beregardedasselling
his foodgrains and the carpenter as
purchasing them.

Payments in kind to factors of
production; e.g., wagesand interest
paid in kind.

We might, if we like, consider use
of own produced goods as a
degenerate ease of barter; eg.,
feeding of home grown fodder to
own livestock or consuming
homegrown foodgrains. We shall
consider their treatment one by one.

(ii)

(iii)

(iv)

Numerous barter transactions are of
such anaturethat they might be regarded
as a double coincidence of wants and
hence purchases at both ends. The pur-
chase might be either on business
account, as of fodder, or family account,
as of foodgrains. It might also be either
on current or on capital account of each
type; thus it might be fodder or an agri-
cultural implement; or foodgrains or
household utensils. The purchase is
shown in the accounts of both parties, by
meansof debitintheappropriateaccount.
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Thus fodder purchase is debited to the
operating account; purchase of imple-
ment to the capital account; of foodgrains
(for home consumption) to the revenue
account and of utensils to the reserve
account. Debit in the operative account
(item 10.b above) is made by means of a
transfer entry from capital account which
is credited to that account (item 31.b);
similarly thedebit in the revenue account
(*.b) is made by a similar transfer cred-
ited to the reserve account (*.b). The
purchase of implement is debited to the
capital account (37.b) by means of an
internal transfer (*.b); the purchase of
utensils is treated similarly in reserve
account but the items are not shown
explicitly intheabove statements. All the
itemsarevaluedat retail consumer prices.

A margina case often appears, the
treatment of which is not explicit in the
above system of accounts. This occurs
when afarmer exchanges foodgrains for
salt and sugar from the village shop-
keeper. His revenue account will of
course be debited as before (*.b) and the
salt and sugar will be valued at retail
consumer prices. The reserve account
will be accordingly credited, but herethe
foodgrains will not be valued at retail
consumer prices but at wholesale pro-
ducers’ prices. Of course, theentriesmust
balance bat here it is the foodgrains
valued at wholesale prices which must
equal the salt and sugar valued at retall
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prices. Inpractice, thereislittledifficulty,
for usually the quantities of either the
foodgrains tendered or the salt and sugar
received are available. Analyticaly the
case is important because if the food-
grainsarevalued at retail prices, we shall
not be leaving any margin for the trader
when he sells or exchanges them again.

Barter transactions which can be
regarded as purchases only at one end
whileassalesat the other are of particular
importance from the point of view of
certain institutions as they actually exist
in pre-industrial economies. In many
parts of India, for instance, certain arti-
san, community and personal servicesare
maintained by the agricultura
communities by means of contributions
inkind at harvest. In this category come
such artisans as the carpenter, smith,
cobbler and the rope-maker, all of whom
are necessary to maintain and keep in
repair the implements of farming. The
system also covers community services
such as watch and ward and personal
serviceslike barber, washerman, butcher
and priest. Thetraditional remunerations
to them are thus in the nature of barter
purchases of services. Besides these,
therewould of course be numerous cases
where services are paid for in kind.

In all these cases, the farmer is
undoubtedly making a purchase and
accordingly his operating or revenue
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account will bedebited, asintheprevious
case, by means of a transfer from the
capital or the reserve account. The
important point now is that the services
as such cannot be valued except in terms
of the payment made, in thiscase, say the
foodgrains, andthevalueof thelatter will
depend upon how we evaluate them.
Evaluating these payments at retail con-
sumer prices would imply that the arti-
sans purchase the commodities they
receive. Thisisfar from true; the artisans
sell their services and receive payment in
food grains, whether or not they need
them. The total remunerations accruing
to some, of the more important artisans,
likethe carpenter and the smith, are often
of the same size as the production of an
average cultivator; in fact many of them
have fair-sized saleable surplus of food-
grains and left to themselves they surely
would not purchase al their receipts. In
other cases, though the total receipts are
not ashig, they areusually intermsof the
staple foodgrains part of which must be
exchanged for other necessities. Many of
the community artisans and services
often own a plot of land and are in fact
part-time farmers; in such cases, their
annual receiptsin kind as artisans are not
on a different footing from their pro-
ductionreceiptsasfarmers. Inthe system
of accounts, the production receipts of
farmers are credited to their operating
account, (item 3.a) by meansof atransfer
from capital account (item 39.8). The
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original production receiptsare valued at
harvest or producers prices so that the
valuestobeaddedtothemwhilethey pass
from the producers to the consumers
could be added at appropriate stages. We
now propose that the annual and other
receipts in kind of artisans and services
should be termed ‘proceeds of barter
salesof services and should betreated as
original production receipts; in other
words, they should be valued at harvest
or producers prices. In the operating
account of the farmer making the pay-
ment, the debit will therefore be valued
at harvest prices and not at the retall
prices.

Another case of barter purchase of
services is to be found in the system of
rentals paid in kind. In accordance with,
the recommendation made in the ‘work-
ing system of social accounts’ referred to
above, rentals are regarded as purchase
of servicesrather than payment to factors
of production. Thereforewhenrentalsare
paid in kind, as they are in cases of
share-renting, it is to be regarded as a
barter purchase of service. The rentals
paid in kind are therefore valued at har-
vest or producers’ prices.

Thus we might say that in the case of
barter sale of services, we appropriately
evaluate the servicesinvolved but we do
not attach any additional economic value
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to the particular ingtitutional arrange-
ments by which these transactions take
place. The barter in this case is not in
general adoubl e coincidenceof wantsbut
merely aconvenient modeof payment for
a purchase. The, arrangements seem, to
work rather well and it is not impossible
that substitution in their place of the
modern monetised market might create
considerable hardship to all concerned. It
is difficult, however, to see what eco-
nomic consideration pan be shown to
these institutional arrangements.

Barter payments to factors of produc-
tionmight beclassified, asusual, intotwo
categories. Oneisthe wages and salaries
inkind, including wage supplements; the
other is the payment of interest in kind.
The first is universal in a backward
economy; the second is nhot uncommon.
It refersto two practices. Oneistheloan
intermsof grain which isrepaid in kind,
with interest in kind added. Towards the
end of the agricultural season, small
cultivators often run short of their grain
requirements. It isthen usual for them to
borrow grain which is returned together
with interest after harvest. The other
practice is more difficult to handle sta-
tistically. Often money loans are secured
by a plot of land or a house or a plough
or a milch animal which passes into the
physical possession of the lender who
enjoystheincometherefrominlieuof the
interest on loan. Both are however
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interest payments in kind. To the extent
that these are payments to factors of
production, they are of course debited to
either the operating (item 10.a) or the
revenue (*.a) account of the household
making the payment. Asfor the receipts,
it is customary to treat the payments to
factors of production as revenue receipts
and not as business receipts of those
receiving the payments. This, is in
accordance with the convention not to
treat persons as business enter prises
selling their labour, and to treat liquid
assets of a household as personal assets
rather than businessassets. The payments
are therefore receipted to the revenue
accounts of those receiving them (items
198.b and 199.b) The relevant point now
isto decidethebasisof valuation of these
receipts. Considering first the wages in
kind, having regard to the status of those
receiving the wages, the recei pts seem to
be more often for final consumption than
for resale. Thisis certainly true of wage
supplements and wages paid in staple
foodgrains. It therefore seems appropri-
ate to value them at retail consumer
prices. Thisisnot quite true of the wages
paid in commercia crops such as
oilseeds, cotton, tobacco, etc., and there
might be some justification in valuing
them at producers prices. For consis-
tency and simplicity of treatment, how-
ever, we recommend that all wages in
kind should be valued at retail prices. As
fortheinterest paidinkind, it seemsmore
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appropriate to assess its value from the
point of view of the person making the
payment. Thus considered, it is obvious
that thepayment should bevalued at retail
consumer prices, for the person making
the payment would be more often one
who is short of the commodity he is
making payment in. Wethuspropose that
barter payments to factors of production
shouldbevalued, at retail prices. Insofar
asthey form part of the net values added
by the enterprises making these pay-
ments, we might say that thevaluesadded
implicitly by the barter arrangements
have been taken into account.

Finally we have, the degenerate case
of barter, namely, of home-consumption
of own produced goods. The consump-
tion might be the use, of raw materialsor
intermediate products in the process of
production, such as feeding of the
homegrown fodder to own livestock or
putting farm-yard manure in own fields;
or it might be fina consumption of own
production, such as consumption of
foodgrains. The corresponding debit is
made to either the operating account
(item 10.c) or to the revenue account
(item *.c) as the case may be. The valu-
ations at both places should of course be
at consumer prices.

This completes the survey of barter or
the non-monetised transactions. The
self-subsi stent economy of pre-industrial
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communities is characterized by these
transactions and we have discussed their
nature in some detail so that their precise
economic content might be seen. Among
these, it is only those transactions which
might be conceived as double coinci-
dence of wants that seem to add to the
economic vaue of the commodities
exchanged. Though these are numerous,
all barter transactions are by no means of
their kind. In particular we have the
institutional arrangements by which the
local community secures artisan and
other services; these are best |looked at as
only convenient mode of payment
peculiarly suited to pre-industrial econ-
omies but not directly adding to the
economic vaue of the commodities
being paid in. Therefore, beyond the
economic value attached to certain types
of barter transactions, there seems little
economic activity in pre-industrial com-
munity whichisextra-market inthesense
that it is carried, on as anything but
professional pursuits. Certainly, ‘re-
creation, education and religion’ are not
among those which are provided for by
extra-market economic activity in the
community life of pre-industrial soci-
eties. There is apparently an insufficient
appreciation of the extreme
individualistic character of agricultural
communities and the surprising absence
of any communal life among them. First
considering recreation, barring perhaps
some of the pre-agricultural or tribal
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communities, community singing or
dancing is almost absent; except on one
or two semi-religious festivalsin ayear,
the people in fact rarely gather together
for anything like merry-making; and
these occasions are characterized by
marked market activity. Cart-racing is
enjoyed in some placesbut that isusually
once a year. Wrestling and cock-fights
take place in fairs and festivals but it is
amost always by professionals who
receive prize-money; it is therefore not
without explicit costs to the community.
Apart fromthetechnical and professional
knowledge passing from father to the son
in hereditary professions, thereislittle of
formal education; and whatever existsis
in the hands of professionals. Almost all
religious services including those
attached to marriage and death ceremo-
nies are practiced by professionals and
are explicitly paid for; in fact, almost no
religious observance in the family is
possible without the employment of a
professional intermediary. | should per-
haps hasten to add that this is the
description of the conditions in India as
they are known to exist.

We shall now turn to the next category
of non-market productive activity,
(3b,bb), namely, servicesand products of
individuals outside the market system,
flowing to other individuals within the
family. Theinstitutional arrangementsby
means of which a number of artisan,
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community and personal services are
secured in a pre-industrial community,
though not directly adding to the eco-
nomic value of the product of the com-
munity, have aprofound influence onthe
family economy, an influence most
derogatory to the conduct of productive
economic activity within thefamily. Due
to the fact that there are artisans like the
carpenter, smith, cobbler and rope-maker
in the community service, paid annually
or at harvest, the farmer does not under-
take the manufacture of even minor
implementsor repair and mai ntenance of
the others. Maintenance or repair of
implementsis thus not afamily product.
As to household utensils, brass, copper
and other metal ware is of course not a
family product; in fact, it is most often
purchased in the more regular market
outside the country. As to the earthen
ware, it might be thought that this is a
family product; that is not true, as the
potter who isunder obligation to provide
al families with a certain, number of
earthen potsannually isinthecommunity
services. Drawing of water fromthewells
is of course usually done by the house-
wife; but hereagain, wherever conditions
of drinking water are difficult, and the
sourcesscanty and far off, awater-carrier
is included in the community services.
Barber, washerman, butcher, priest and
watchman are almost aways in the
community services, and aswill be seen
the men-folk in the family arc left with
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very littleto do, except their professional
activity. It will be seen, on closer con-
sideration of thecase, that thenon-market
productiveactivity of thefamily isalmost
entirely confined to the activities of the
housewife.

Before we proceed to examine the
contents of the non-market activity
within the family and the possibilities of
their measurement, it is necessary to
draw adistinction between (3a), namely,
products retained by producers for their
own consumption and (3b.bb), namely,
products of the family not appearing on
the market including barter exchange.
Theformer iscustomarily includedinthe
national income, the latter isnot. When a
farmer consumes part or whole of his
farm produce or the products of his
livestock, they are termed ‘products
retained by producers for their own
consumption’ and are included in the
national income. On theother hand, when
the housewife cooksfor the family or the
father teaches alphabet to his children,
these are termed ‘activities within the
family’ and are not included. As will
appear, the distinction between thetwois
rather thin and in fact is more operative
than conceptual; it is operative in the
sensethat it is based on the convenience
or facilities of measurement. With the
available statistical data, it is possible to
obtain direct estimates of production of
certain commodities; when thisis so, the



VOL. 32NOS 1&2

product retained by producers for their
own consumption is merely apart of the
total and there is little difficulty of its
being included in the national income
total. Direct and inclusive estimates of
production are, however, not aways
possible, particularly in respect of ser-
vices; such for instance are cooking, or
preparation of food, washing, teaching,
tailoring and nursing. Direct estimates of
total production of these servicesor their
resulting finished goods are not usually
available. It isalso difficult to make such
estimates, and to the extent that a con-
siderable part of these services never
appears beyond the family, any attempt
to make estimate, will generally involve
intensive family living studies.

Such family living studies directed to
obtain an inclusive picture of non-market
productive activity within the family,
must be sharply distinguished from the
usual family budget studies. Thelatter are
directed towards an enumeration of
transactions to which the family is a
party; the former must concern them-
selves with the identification and mea-
surement of actions within the family
which are likely to be conceived of as
economic activity. The identification of
the productive or economic activity will
inthefirst instance involve its definition
as distinct from active life in general. It
is difficult to draw this line and the
distinction will have to be more or less
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arbitrary and again based on the relative
guantitative importance of the activity
and the possihilities of its identification
and measurement. How great are the
difficulties of definition so as to enable
unambiguous identification and mea-
surement by a number of field-
investigators will be appreciated by all
who have experienced them in defining
even such apparently concrete activities
as ‘farm activity’. The decision must
therefore beinthe nature of adetailed list
of activities which it is proposed to be
regarded as productive and hence
included in the national income.

Next problem isthat of valuation, that
is, of imputing economic value to these
activities. Aswill be seen, in many cases
the activities concerned are in the nature
of services the results of which are not
tangible goods. Where they are so, asin
the case of cooking, tailoring, etc., it
might be thought that attempt might be
made to estimate the quantities of the
resulting products and evaluate them at
their market prices. The resulting prod-
ucts will however be found to be too
various, too complex and too
un-standardised to be counted or other-
wise measured and priced. Yet another
difficulty inthis. approach would be that
if the final products are to be measured
and evaluated, the same must be netted
by taking account of the materials con-
sumed during the process. Thus with
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domestic cooking, not only the final
products but also the quantities and val-
ues of raw materials such as foodgrains,
raw meat, and fuel used in the process
must be noted. This is obviously too
elaborate and complicated a procedure
for national income measurement and is
likely to cause intolerable interference
with family life, though, of course,
investigations are not unknown where
investigators are required to enter the
kitchen and measure the materials being
cooked.

The simplest measure of the economic
activity within the family appears to be
the time spent in these activities by the
members of the family. While some of
the activities like cooking are regular,
others like collection of firewood are
irregular; some others like repairs to
residential houses are seasona while
some like nursing and medical care are
even accidental. The measurement will
therefore involve keeping almost day to
day time studies for all members of a
family; the time unit being at least as
small as an hour. In the result, so many
man-, woman-, and child- hours must be
divided at least into three categories: (i)
Spent in pursuit of business enterprises,
sharply defined; (ii) Spent in economic
activity within the family as listed in
detail; and (iii) the remaining as spent in
living thelife.
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The vauation of these man-, woman-,
and child- hours spent in economic
activity withinthefamily will perforcebe
arbitrary. With aview to making allow-
anceto theirregular and easy conditions
of working, they might be valued at rates
somewhat lower than their counterparts
in a business enterprise. If a functional
analysis of the labour hours spent in
productive activity within the family is
available, the same might possibly be
valued at different rates.

Finally, we might consider the cate-
gory (3c) of goods not appearing on the
market; namely, services of individuals
outside the market system to themselves.
These consist of such activities as
washing, shaving and singing for
amusement. Unless we wish to include
amost all active life under economic
activity and all its positive results under
economic goods, we must surely draw a
line somewhere to distinguish economic
activity and economic goods on the one
hand and active life in general and its
stream of satisfactions on the other.
Wherever this line is drawn, it seems
most appropriate to have it above the
services of individualsto himself. So far
as comparison between an industrial and
pre-industrial economy is concerned, it
seemsmost unlikely that the omission of
theseactivitieswill affect thecomparison
in a manner unfavourable to the pre-
industrial economy; there is no reason to
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suppose that individuals in a
pre-industrial economy lead a more
active life outside their ‘working hours
than do the individuals in the industrial
economy.

Thus apart from one or two items such
as the barter exchange of goods or
domestic cooking and other household
duties of the housewife, an account of
non-market activities in industrial and
pre-industrial economies seems unlikely
toresult greatlyinfavour of thelatter. The
somewhat overstatement of the situation
by Kuznets, asit appearsto us, flowsfrom
an underlying presumption which he
seems willing to grant; namely, that ‘a
pre-industrial country, in adapting its
resources and skill to needs, manages to
develop, within the family or the com-
munity, many productive activities, that
are taken over, if in modified form, by
market-bound business enterprises of an
industrial society’. In the first instance,
Kuznets seems to define market too
narrowly; for, if the market includes
barter, many of the activities which he
mentions as extra-market are really pro-
fessional and market-oriented activities
and are accountable by the customary
rules of national income accounting. For
instance, he mentions that the American
"consumers spent in 1929 over half a
billion dollars on crematories and
funerals*; and while these functions-are
presumably performed satisfactorily in
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Indiaand China, heissurprisednottofind
any alowance for them in the estimates
of their national income. Firstly, it is not
axiomatically true that funeral services
are satisfactorily performed in Indiaand
Ching; for in India, as is well-known
death ceremonies are one of the major
occasions for contracting debt and if we
grant that not all of those who need it can
secure sufficient credit on such occa
sions, it would follow that these cere-
monies could not often be performed to
the satisfaction of those concerned.
Secondly, there is nothing in the nature
of the Indian community as we know it,
which makes death functions extra-
market; thefirewood or other fuel needed
for cremation has to be purchased in the
market not different from the one
wherefrom firewood for domestic cook-
ing is obtained; and every bit of religious
ceremony attending the function has to
be done through a professional interme-
diary who is paid for the same. The cost
tothelndian consumersisthereforefully
calculableby customary rules of national
income accounting and hence if no
allowance for the same is to be seen in
the national income of India, it can only
be because, the functional analysisis not
explicit or else that the accounting is
incompl ete.

Secondly, as follows from his basic
assumption, Kuznets thinks that ‘for,
each commodity category appearing in



industrial civilisation, thereisor ought to
be a clear parallel within the family and
community life of pre-industrial soci-
eties’. Hementionsinthisconnection, the
life insurance services. "The American
consumers spent close to one hillion
dollars on life insurance in 1929. What
about the value of such insurance pro-
vided by the family system of China,
where the family comes to the succor of
a member who may have been afflicted
by one of the bad turns of fortune for
which life insurance is supposed to
compensatein industrial societies?' Any
onewho has seen an old-man, or ayoung
widow or an orphan living in a joint
family (again talking of conditions in
India) would find it hard to compared
their conditionswith their counterpartsin
an industrial civilisation receiving life
pensions or education endowments from
an insurance office. It is only by
stretching the point too far that one can
comparethe’‘insuranceservices implicit
inthejoint family with that offered by an
insurance office proper. The old man
often lives by begging, the young widow
by borrowing and the orphan by stealing;
all at the mercy of therelativesand of the
society, and unlessthisisto be supposed
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aform in which a pre-industrial country
adaptsitsresourcesand skill to needsand
manages to develop aform of insurance,
it is difficult to say how any economic
values can be attributed to these cir-
cumstances.

We shall conclude by referring to a
jointwehavealready discussed. Wehave
earlier described the form which an
intensive field study directed to get an
inclusive picture of nonmarket produc-
tive activities in a pre-industrial society
would take. It isdifficult in these days of
sample surveys, to convince anyone and
particularly a statistician that aparticul ar
enquiry is of not great or immediate
importance or that in the existing cir-
cumstancesit is not likely to yield suffi-
ciently reliable and useful results. But if
statistical programmes are to be
determined in relation to the economic
needsof the country and haveto haveany
purpose and priorities, it might be said
that at least in a pre-industrial country
with numerous more urgent problems,
this one enquiry directed towards the
assessment of its nonmarket activity is
not one of high priority.



MEASUREMENT OF NATIONAL INCOME AND
CONSTRUCTION OF SOCIAL ACCOUNTSFOR
AN INDUSTRIALLY BACKWARD ECONOMY-I|

V. M. Dandekar

From the point of view of measure-
ment of the national income and con-
struction of socia accounts for a
backward economy, the chief problem
appears to be subsistence and family
production. In contrast to an industrially
advanced economy, in a backward one
there exists a considerable amount of
production on a family or household
basis. Except in the case of larger pro-
ductive units, production is carried on
mainly for home consumption and there
hardly exist any conceivable accounts of
the productive enterprise as such.
Households are almost universally both
producers and consumers but the basic
distinction between production and con-
sumption is hard to draw. It is the
household which forms a single and the
most natural accounting entity. As a
consequence, a considerable amount of
the total product never appears on the
market and only a part of what is
exchanged, isexchanged for money. The
working system of social accountsset out
in the Report of the Sub-Committee on
National Income Statistics of the League
of Nations Committee of Statistical
Expertsis"based essentially onthemodel
of an advanced industrial economy in

which transactions in money are domi-
nant." It appears, therefore, that this
system would have to be somewhat
modified so as to accommodate the
phenomena of subsistence and family
production.

2. It is obviously desirable, neverthe-
less, that changes should be as few as
possible and that the basic layout of the
system should remain the same. This
should not be difficult for, after all, even
in a backward economy; there exists a
large number of accounting entities
which should be amenabl e to the same or
similar treatment as that accorded to
entities in an advanced economy. In
general, all accounting entitiesother than
households could be treated in this
manner. It isproposed that this should be
done. Inthat case, all such entitieswould
be grouped in the four sectors as pre-
scribed in the working system mentioned
above. Those sectors are: (i) Productive
enterprise; (ii) Financial intermediaries;
(iii) Insurance and social security agen-
cies and (iv) Fina consumers. They
would be keeping the same type of
accounts as described there and in much
the same manner. There would be only

Reprinted from ACCOUNTING RESEARCH, Volume Two, Number Four, October, 1951.
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two exceptions. Aswe are taking out all
households for separate treatment, the
second sub-division in sector (i) should
be dropped. It consists of all persons or
households in their capacity as house-
owners, house-ownership having been
classified as a productive enterprise.
Secondly, thefirst sub-division of sector
(iv) consists mainly of persons or
households in their capacity of fina
consumers. It also includes other non-
profit-making bodies. The division,
therefore, must be retained, but would
consist only of the non-profit-making
bodies other than households. Finaly,
sector (v), constituting the rest of the
world, would of courseremain asit is.

3. We now propose to take out all
households and group them in a separate
sector, which might be termed the sector
O By householdswe shall understand the
traditional units of a social organisation.
Intheir social content, they are organised
units of final consumers. That is their
universal character. However, in a
backward economy they also act as pro-
ducers, mainly engaged in all types of
primary production and some secondary
production too. They form the most nat-
ural accounting entities, and we shall
requiretheir accountsto cover, thewhole
of their activity both as producers and
consumers. It isobviously necessary that
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for a business or enterprise to be con-
sidered as a household business, no per-
son outside the household should have
any proprietary interests in it. The
condition is not, of course, difficult to
satisfy. Every business or enterprise in
which more than one household has a
proprietary interest, should be consti-
tuted into aseparate accounting entity. In
such casesitisexpectedthat, of necessity,
its accounts will be distinct from the
accounts of the households having joint
interestsin it.

4. It is possible that, thus constituted,
the scope of households, and conse-
guently the scope of sector O, would be
too large. In the interests of maintaining
comparability with the social accounts of
an advanced economy over aslargeapart
as possible, it is necessary to restrict the
scope of the new sector, namely 0, as
much as possible. For this purpose, we
propose to restrict the scope of the
household still further. A household
might own a business or an enterprisein
which no outsider has any proprietary
interests. If such an enterpriseisrunina
manner such that its accounts are kept
distinct or with some effort can be so
separated from other accounts of the
household, then it is possible and advis-
abletoform it into a separate accounting
entity and to treat it, in an appropriate
sector, elsewhere, in the usual manner.
When ahousehold combineswithinitself
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the functions of a producer and a con-
sumer, there are usually three points at
which the two activities come in close
contact and the respective accounts get
mixed up. Thefirst is location, that is to
say, the place of residence and the place
of business. When these arethe same, the
accounts to that extent become insepa-
rable. Secondly, the employment of
unpaid family labour. Such labour is not
only, not paid in any formal manner, but
it isalmost always engaged on terms and
conditions of work which are usually
ill-defined and often extremely irregular.
Particularly when work is carried on in
the same place as the place of residence,
thisirregularity assumes extreme forms.
Measurement and evaluation of family
labour employed, therefore, becomes
difficult. The third difficulty concerns
home consumption of own-production
without formal accounting. If a house-
holdrunsanenterprisewherethesepoints
of contact areavoided or can be separated
in the account without resort to complex
procedures of imputation, therewould be
little difficulty in constituting such an
enterprise into a separate accounting
entity distinct from the household. In a
sensg, itisnot acaseof family production.
Such caseswill not be found wanting and
theft separation from the household sec-
tor will enlarge considerably the scope of
that which, in a backward economy, is
directly comparable with an advanced
economy. In particular, this will enable
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privatetrading, bothwholesaleandretail,
professional money lending and other
activities as financia intermediaries, to
be treated outside the household sector,
for in these cases the business accounts
are expected to be kept distinct. The
household sector O will then consist of
all households in their capacity as final
consumers, together with such of their
productive activity which cannot be
separated, in an accounting sense, from
their activity asconsumers. Therewill, of
course, be some households which are
pure consumers with no productive
enterpriseof their own. It should perhaps
be mentioned that they are not excluded
from sector O.

5. In the working system for an
advanced economy it wasrecogni sed that
an important productive activity, namely
house-ownership, was carried on at per-
sonal or household level. However, that
was about the only productive activity of
household which needed to be taken into
account. Persons as owners of houses
were therefore constituted into separate
accounting entities, as distinct from per-
sons as final consumers. It might be
thought that asimilar procedure could be
followed in respect of al productive
activity of households. This course does
not appear possible for two reasons.
Firstly, under circumstances in which
production is actually carried on by
househol ds the distinction in many cases
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might be too artificial. The productive
enterprise of the householdismore away
of lifethan anindependent business apart
from the total family activity, and finer
pointsof distinctionaredifficult to make.
Secondly, for the productive activity of
the household to be constituted into a
separate accounting entity, there would
need to be avery clear and unambiguous
definition of what constitutes a produc-
tiveenterprise. Asweshall see, thisisnot
easy to make. In these circumstances, if
ahouseholdisartificially brokenintotwo
accounting entitiesthereisthe possibility
of some activity being left uncovered by
both entities. Thirdly, from the point of
view of investigational procedure, it
appears more natural and convenient to
treat the househol d asasingle accounting
entity. We therefore prefer to treat it as
such.

6. We shall now consider the type of
accounts that a household would keep.
Even though the distinction between the
productive and consuming activities of
the household is not considered to be
sufficiently clear to warrant their sepa-
ration into two accounting entities, an
attempt must obviously bemadetoobtain
the distinction, as far as possible, by
means of separate accounts within the
entity. We propose, therefore, two sepa-
rate accounts, one for the productive
activity and the other for the consumer
activity of thehousehold. For eachbranch
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therewill, of course, haveto be acurrent
and a capital account. Thus, a household
is to maintain four types of accounts
which might betermed the operating, the
capital, the revenue and the reserve
accounts. The first two will cover its
activity asaproducer, whilethelatter two
will cover its activity as the final con-
sumer. The nature of the operating and
capital accounts will be much the same
asfor other productive enterprisestreated
in sector (i). However, here we shall not
have an appropriation account. All other
receipts of the household will be credited
to its revenue account. We shall also not
have the reserve account in the same
sense as for other productive enterprises
insector (i). Herethereserveaccount will
appear as the capital account of the
household as the final consumer.

7. The operating account of a house-
hold relates to al current activities
undertaken as part of its productive
enterprise. Now, it isin the nature of a
backward economy and particularly of
subsistence and family production, that
the enterprise is almost always of a very
mixed type. This is because within a
given productive capacity the normal
object is to produce as much for home
consumption as possible and not so much
for the market. It would be desirable, if
possible, to set up separate operating
accounts for the severa branches of
activity. But themixing up isso complete
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that any attempt to separate them would
involve us in a series of imputations of
costs and receipts as between the differ-
ent activities. The problems of imputa-
tion would be both of definition and of
measurement, and it is feared that the
procedure might lead to meaningless
hair-splitting. It is proposed therefore to
treat the entire productive activity of the
household as one single enterprise with-
out any attempt to separate the accounts
of its severa congtituents. As a
consequence it will not be possible to
classify the national product in the
household sector by branches of activity.

8. The situation is not, of course,
peculiar to the household sector. Evenin
other sectors it is not infrequent that
enterprises contribute to more than one
branch of activity. Even here, therefore,
"it is not easy in practice to obtain a
classification of the national product by
branchesof activity in such away that the
elements within each branch can be
compared with one another on a mean-
ingful basis." For certain purposes, it may
be sufficient to use a classification of
branches of activity coincident with the
main activity of different groups of
enterprise. In that case, in the household
sector, the households might also be
classified by their principal productive
activity.
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9. Anocther problem arising in con-
nection with the classification of national
product by branches of activity concerns
the distinction between a payment to a
factor of production and apurchase from
an enterprise. The distinction assumes
importance while setting up the accounts
of a household; on that depends whether
a certain receipt will be credited to the
operating or to the revenue account. For
example, if payments made to ajobbing
carpenter areregarded aswages, they will
becredited tothe carpenter’ srevenueand
not to the operating account. On the other
hand, if they are regarded as purchase of
service, they will be credited to the car-
penter’ s operating account, as sales pro-
ceeds. Usually the distinction is easy to
make on aconventional basis, but it does
not seem possible to make a uniform
definition to settle the border line cases.
In relation to every person engaged in a
productive activity, a fundamental
guestion to ask is whether the person is
working on his own or is employed by
some other person or enterprise. In other
words, the point to settle is to whose
enterprise  the productive activity
belongs. That question is not easy to
answer without reference to institutional
peculiarities. An abstract principle to
decide issues which might be useful in
some cases would be to minimise the
complexities of single enterprises. Thus
when afarmer employs a carpenter on a
job, if thereis any doubt about the nature
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of the employment, it is advisable to
decideinfavour of the carpenter, for that
makes the farmer’ s enterprise less com-
plex. When the national product in the
household sector is classified by
branches of activity coincident with the
principal activity of the households the
classification would thus be more satis-
factory.

10. Next we haveto consider the types
of transactions which should be kept
distinct. In the working system for an
advanced economy, three types of
transactions are distinguished, namely,
real transactions, nomina transactions
and transfers. In such an economy,
transactions in money are dominant, and
thefirst two typesrefer to transactionsin
which money passes for something real
and nominal respectively. We might say
that thereal transactions, inthissense, are
those in which money is exchanged for
something real, while in the nominal
transactions money and its equivalents
are mutually exchanged. In a backward
economy not everythingisexchangedfor
money, and there are numerous transac-
tionsinwhich something real ismutually
exchanged without the intervention of
money. Such transactions are an integral
part of a back ward economy-as is, for
instance, the market in an advanced
economy. In order to know the relative
dimensions of the monetary and non-
monetary transactions it is necessary to
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recognise two kinds of real transactions.
Oneis cash transactions in which some-
thing real is exchanged for money. The
other is barter which is an exchange
without the intervention of money. We
shall therefore recognise four types of
transactions; barter, cash transactions,
nominal transactions and transfers.

11. Of thefour types mentioned above,
the latter three appear in the accounts of
an advanced economy and no new
problemsarelikely to arise when dealing
with them in the accounts of a backward
economy. Barter, however, is peculiar to
these accounts and it is worth-while
considering themanner inwhichit would
appear in the system of accounts. It is
possible to consider barter as a sale and
a purchase from both ends with indirect
or hypothetical intervention of money.
The accounting procedure, however,
becomes somewhat simpler if we regard
barter as purchase from both ends. This
might be done by debiting both the
accounts from where barter purchase is
made while crediting the corresponding
accounts dealing with inventories.
Changesin inventories are dealt with in
capital accounts and hence either the
capital or the reserve account will be
credited according asthe original debitis
to the operating or the revenue account.
For instance, let ussupposethat fodder is
exchanged for food grains for home
consumption. The "purchase" of fodder
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should then be debited to the operating
account of the farmer making the pur-
chase, while hiscapital account should be
credited. This may be done by means of
atransfer fromtheoperatingtothecapital
account in respect of inventories taken
over. Ontheother hand, asthefoodgrains
were supposedly obtained for home
consumption, the "purchase" should be
debited to the revenue account of the
person concerned, at the same time cre-
diting his reserve account by means of a
transfer from the revenue account in
respect of inventories taken over. The
transaction is not considered to be asale
at either end and hence the operating,
accounts of neither parties show receipts
under sales proceeds. In a sense, this
treatment accords more nearly with the
facts, for barter is essentially a double
coincidence of wants. It is of course
possible to ook at the same transaction
from a dightly different point of view.
We could suppose that the operating
account of the farmer makes a purchase
of fodder directly from the capita
account of another person while the
revenue account of the person makes a
purchase of food grains directly from the
capital account of thefarmer. Thus, while
the operating and the revenue accounts
would be debited as before for the
respective purchases of fodder and food
grains made, the credits would appear in
the corresponding capital accounts in
both cases, and could be made to appear
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as sales proceeds rather than as transfers
from the operating and the revenue
accounts respectively. The former pro-
cedure is however, to be preferred as it
accords with the normal practice of
taking over inventories to the current
accounts for sales and other disposals. It
should be noted, however, that in neither
procedure sales proceeds appear in the
current accounts. When goods are
exchanged, we would therefore treat the
transaction as a purchase from the both
ends and follow the first procedure of
debiting the accounts in which the pur-
chase is made and crediting the corre-
sponding capital accounts by means of a
transfer in respect of inventories taken
over.

12. Therearetwo exceptionswherethe
situation does not seem to accord exactly
with above procedure. One is barter
between goods and services; the other is
the payment in kind to factors of pro-
duction. Weshall refer to theseasabarter
purchase of servicesand barter payments
to factors of production. In a backward
economy there appear two important
cases of barter purchases of services. In
accordance with the recommendation
made in the working system for an
advanced economy, we shall regard
rental saspurchase of servicesrather than
as payment to factors of production.
Therefore, when rentalsare paid in kind,
asthey arein cases of share-renting, it is
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toberegarded asacase of barter purchase
of services. The other case is important
from the point of view of certain insti-
tutions as they actually exist in a back-
ward economy. In many parts of India,
for instance, certain artisan, community
and personal services are maintained by
theagricultural communitiesby meansof
contributions in kind at harvest. In this
category come such artisans as, for
instance, the carpenter, smith, cobbler
and rope-maker, all of whom are neces-
sary to maintain and keep in repair the
implements of farming. The system also
covers community services like watch
andward and personal serviceslikethose
of the barber, washerman, potter, butcher
and priest. Thetraditional remunerations
to them are therefore in the nature of a
barter purchase of services. Besidesthese
there would, of course, be numerous
caseswhere servicesare paid for inkind.

13. Earlier it was pointed out that for
certain purposes it is more convenient to
regard barter as a purchase at both ends.
This treatment also appeared to be more
in accordance with facts. In the case of a
barter purchase of services, however,
particularly in the two cases pointed out
above, this treatment appears to be
somewhat unreal . Share-rentsareoftenas
big as half of the total production, and
when alowance is made for the numer-
ous payments in kind which a cultivator
makes, the share in kind received by a
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landlord is often bigger than the net
production receipts of the cultivator. As
a result the landlord has often as much
saleablesurplusasthecultivator. Itwould
be difficult therefore, to suppose that the
landlord " purchases"’ hisshare. The same
is true of traditional remunerations
received in kind by artisans, and other
services. The total remunerations accru-
ing to some of the more important arti-
sans, like the carpenter and smith, often
are of the same size as the production of
an average cultivator. In fact they have a
fair-sized saleable surplus and left to
themselves they surely would not pur-
chase all theft receipts. In other cases,
even though the total receipts are not as
big, they areusually intermsof the staple
food grains, part of which must be
exchanged for other requirements like
salt and sugar. It appears, therefore, that
these transactions are genuine cases of a
sale on one side and a purchase on the
other. Itisnecessary, therefore, that inthe
operating account of an artisan or a
landlord, there appear receipts of pro-
ceeds of barter sales of services. Thiscan
bedoneif weagreetotreat such proceeds
of barter sales of services on the same
footing as the origina production
receipts of the producer of goods. Let us
suppose, for instance, that afarmer pays
ashare-rent to alandlord. As before, the
operating account of the farmer will be
debited by means of a transfer to his
capital account in respect of inventories
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taken over for barter purchase of goods
and services. The operating account of
the landlord would then be credited by
means of a transfer from his capital
account in respect of proceedsin kind of
barter sales of services. Here, as before,
the transaction could be looked at from a
dightly different point of view. The far-
mer’s operating account then could be
debited for a barter purchase of services
and the landlord’s operating account
credited for the proceeds of a barter sale
of services directly and not by means of
transfer items. On the other hand a sale
must be effected from the capital account
of thefarmer to the capital account of the
landlord. The procedure has the advan-
tage that we have direct entries in terms
of sale and purchase rather than of
transfers. However, for reasons already
stated, we would prefer the former pro-
cedure where inventories are taken over
to the operating account for disposalsin
kind.

14. Finally, we have the case of barter
payments to factors of production. Such
payments might be classified, as usual,
into two categories. One is wages and
salaries in kind, including wage
supplements. The other is payment of
interestinkind. Thefirstisuniversal ina
backward economy; the second is not
uncommon. It refers to two practices.
Oneistheloanintermsof grainwhichis
repaidinkind, withinterestinkind added.
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Towards the end of the agricultural sea-
son, small cultivators often run short of
their grain requirements. It is then usual
for them to borrow grain, which is
returned together with interest after har-
vest. The other practice is somewhat
moredifficult tohandleinpractice. Often
money loansare secured by aplot of land
or a house or a plough or a milch cow
which passesintothe physical possession
of the lender who enjoys the income
therefrom in lieu of the interest on the
loan. Both are, however, cases of interest
payment in kind. Let us suppose that a
farmer has made such payments in kind
tofactors of production. In such caseswe
shall, as before, debit the operating
account and credit the capital account of
the farmer by means of a transfer in
respect of inven toriestaken over. Factor
payments are credited to the revenue and
not the operating account of those who
receive them. As such the revenue
account of the wage-earner, and not their
operating account, will have to be cred-
ited. We shall do this by means of a
transfer from his reserve to the revenue
account. We could do it by means of a
transfer from the capital, rather thanfrom
the reserve account. However, as factor
payments are entered in the revenue and
not the operating account, it appearsmore
appropriate to deal with the consequent
changes in inventories in the reserve
rather than in the capital account. It
should benoted that thisprocedureplaces
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the reserve account in the same position
initsrelation to therevenue account asis
the capital account in relation to the
operating account. Here again, asbefore,
wecouldtreat thetransactioninadlightly
different manner. The operating account
of the farmer could be debited by means
of adirect payment from that account to
the revenue account of the wage-earner,
rather than by means of a transfer. It
would be necessary in that case to make
a sale from the capital account of the
farmer to the reserve account of the
wage-earner. For reasons aready
explained, we prefer the first procedure.

15. So much about barter purchases of
goods and services and barter payments
to factors of production. We shall next
consider certain transfers in kind. As
inventories are held in either the capital
or the reserve account the transfers will
beto these accounts. Let usfirst consider
transfersto the capital account. Hereitis
convenient to distinguish three types of
such transfers. The first is in respect of
material used in production, which will
be done by means of atransfer from the
operating account. The second is in
respect of material used in capital works
which will be done by means of an
internal transfer within the capital
account. The third isin respect of with-
drawals for home consumption, includ-
ing gifts, etc. Thistransfer could be made
directly from the revenue account. It is
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preferable, however, to make it to the
capital account from the reserve account.
Firstly, we should note that inventory
changes due to receipts in kind of pay-
ments to factors of production are to be
dealt with in the reserve account. In a
sense, therefore, the reserve account
functionsastheresting account for stocks
of commodities to be released for final
consumption. If, therefore, some with-
drawals for final consumption are to be
made directly from the capital account,
we shall need some such convention as
that stocks held in the reserve account
should receive priority in this respect.
This difficulty is avoided if we agree to
make withdrawals for final consumption
through the reserve account and not
directly from the capital account. Sec-
ondly, stocks are often withdrawn from
the capital account, professedly for final
consumption but are not in fact directly
consumedwithinthehousehold. They are
instead bartered for other household
requirements. Consistent with proce-
duressofar outlined, thisrequiresthat the
corresponding stocks are held in the
reserve account. We propose, therefore,
that transfers to the capital account in
respect of inventoriestaken over for final
consumption, including those bartered
for that purpose, should bemadefromthe
reserve account.
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16. Next, as regards transfers to the
reserve account. These will be mainly in
respect of withdrawals for final con-
sumption and hence will be made from
the revenue account. These might be
distinguished in three categories. Oneis
inrespect of barter paymentsto factors of
production from the revenue account.
Mother isin respect of barter purchase of
goodsand servicesfor final consumption.
The third would be for direct home con-
sumption. Besides the main transfers
from the revenue account, there should
be some provision for transfers from the
capital account. We should note again
that payments for factors of production
received in kind are directly taken to the
reserve account. Now it often happens
that awage-earner not only barters some
of the wages he received in kind, but
actually sells some of them for cash. As
we do not normally credit any sales
proceeds to the revenue account, pro-
ceeds of such cash sales should be cred-
ited to the operating account. This could
be done by a direct transfer from the
operating account to the reserve account.
For reasons precisely similar to those
discussed aboveitispreferable, however,
to do the transfer through the capital
account. The transfer to the reserve
account inthisrespect wouldthereforebe
from the capital account.
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17. The treatment of barter transac-
tions outlined above will be peculiar to
the Sector O. In other sectors such
transactions are few and should be dealt
with by postulating the intervention of
money. The procedures suggested above
appear more direct and will help ascer-
taining the volume of non-monetary
transactions in a backward economy. It
should be noted, however, that no new
accounting principles are involved. One
of the functions of the capital accountsis
to deal with changesin inventories. It is
by means of a full exploitation of this
function that it is proposed to accom-
modate barter transactions within the
standard framework.

18. In connection with thetreatment of
transactions to be kept distinct, another
problem arises, namely, that of transac-
tions occurring within the entity. These
might bedistinguished, firstly, according
as they are between two accounts or
withinasingleaccount of theentity. Thus
home consumption of a product when it
isin the nature of final consumptionisa
transaction between the operating andthe
revenue accounts. On the other hand,
when consumption occursin the process
of production, it is a transaction within
the operating account. Another distinc-
tion is that between actual transactions,
that is, thosewhich physically take place,
and transactions that are imputed for
consistency in accounting procedure.
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Thus when fodder is fed to the cattle, it
is an actua transaction. On the other
hand, payment of wages to family
membersisanimputed transaction. Now,
a decision is necessary as to which of
these transactions should appear in the
accounts and which might be neglected
altogether. As a general principle it
appears necessary that al transactions,
whether actual or imputed, between two
accountsshould berecorded. Ontheother
hand, there is an obvious choice regard-
ing internal transactions, that is, trans-
actions within an account. Between the
two alternatives of either making all of
them appear or neglecting them alto-
gether thereisathird choice of recording
only the actual transactions, while
neglecting the imputed ones.

19. The matter is of some practical
importance and might be discussed by
means of a practical illustration. With
reference to the operating account of a
household, let us consider two transac-
tions, one imputed and the other actual.
The first is the imputation of rentals to
owner-cultivated land. The other is the
feeding of home-grown fodder to own
livestock. Thefirst is a matter of alloca-
tion of receipts to different branches of
activity-as, in this case, between farming
and ownership of land. To the extent that
certain receipts are credited to land, they
will appear as costs of farming. In prac-
tice, such allocationsof recel ptsand costs
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are difficult to handle statisticaly and
unavoidably involve cost accounting
procedures. If we proceed with them to
their logical extreme, we shall be redlly
trying to separate the accounts of the
different branches of activity within the
enterprise. This, we have decided not to
do. Such imputations are therefore best
not done. The rentals to be imputed will
inany caseappear aspart of the operating
surplus of the complex enterprise.

20. The other transaction, namely,
feeding of home-grown fodder to own
livestock, is a fact of the situation, but
fundamentally, not onadifferent footing.
Once it is decided to treat al the pro-
ductive activity of the household as a
singleenterprise, thehome-grown fodder
fed to own livestock, or the home-yard
manure put into the home farm, are no
more than intermediate products and are
essentially of thesamenatureasmaterials
in process. They might, therefore, with
somejustification, be altogether omitted
from the accounts. It isobviousthat such
omissionswould not affect the operating
surplus of the complex concern. On the
other hand, they are material transactions
and if We decide to enter them on both
sides of the operating account there
would be no serious difficulties of
imputations. Their recording brings the
accounts more in accordance with the
facts of the situation, giving an explicit
statement of the economy in operation,
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and might help in ensuring complete
enumeration of the product. We might,
therefore, agreeto record all transactions
within, the household enterprise when
they arequantitatively measurableanddo
not involve problems of imputation and,
particularly, of cost accounting. It should
be clearly understood, however, that this
does not make, it possibleto separate the
accounts of the constituent branches of
activity. The measurabletransactionsare
almost awaysinthe nature of onebranch
consuming material products of another
branch, and form only part of the trans-
actions between different constituent
branches. There remain many others
which, without some principles of
imputation, often arbitrary, and elaborate
cost accounting, cannot be recorded.
They are, therefore, as decided above,
best avoided.

21. It is perhaps important to be clear
about the effect of omitting transactions
withinaproductiveenterprise. Inthefirst
instance, it should be noted that their
omission is merely the logical conse-
guence of the decision not to recognise
branches of activity within an enterprise.
From suck a combined account, it is
really not justifiableto try towork out the
production costs of single items of
product of the enterprise. But if that is
done, and there is apparently sufficient
temptationtodoit, thecost of singleitems
areunder-estimated. Thus, if itisdecided
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todisregard both home-grownfodder and
farmyard manure to the extent that they
are consumed within the enterprise, the
home grown fodder would not appear as
an item of cost in the livestock products
and so aso the farmyard manure would
not appear in the costs of farm products.
In other words, single items of product
would represent larger net values added
per unit to the national product than they
in fact do. The national aggregate is,
however, not affected, as the over-
estimation of net values added per unitis
compensated by under-estimation of
guantities of single items, to the extent
that they are consumed within the enter-
prise. For instance, if the sales proceeds
in such accounts are classified by
commodity, quantities of commodities,
such as fodder and manure, would be
under estimated to that extent. This
serioudly distorts the facts of actual pro-
duction. It is to avoid the picture being
serioudly distorted in this manner that it
is desirable to record transactions within
the enterprise, when that isfeasible.

22. Thisbrings usto the final point in
this discussion, namely, imputation of
wagesto family labour. it isconventional
to treat persons as not a part of business
equipment and to regard payments to
them as payment to factors of production
which are receipted to the revenue
account of persons. Itisnot impossibleto
adopt thisprocedure and imputewagesto
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family labour which will bedebited tothe
operating account and credited to the
revenue account. The imputation might
be made by means of two alternative
procedures. In one case the family
members are treated as hired labour and
to them are imputed wages at rates pay-
ableto the hired labour for the number of
days They actually worked in the
household enterprise. Alternatively, they
might be treated as labour under perma-
nent or long-term contract and then might
be paid annual wages at rates payable to
the labour under annua or long-term
contract. By imputing wages at rates
payable to the hired casua labour the
family labour islikely to be remunerated
at rates unduly high, for no allowance is
made for the fact of an assured employ-
ment or for preferencein being employed
when work is available. In this respect
familylabour ismoreakintolabour under
annual contract, but it differs from the
latter in the fact that while the latter is
usually kept fully employed, the former
often enjoys considerable leisure. At any
rate, not all family members do the same
amount of work asisdoneby hired labour
under annual contract. Some members of
the household work during peak periods
only when labour is short. A further
complication is introduced by the fact
that often members do not engage
themselves full time in the household
enterprise because it does not afford
sufficient employment. In such cases,
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they work outside and earn wages. Now
itisobviousthat if the membersareto be
supposed to have been employed under
an annual contract and if to them are to
be imputed wages at annual rates, their
earnings from outside should be credited
to the operating account and not the
revenue account of the household. In
other words, the family members are to
be regarded as part of the productive
equipment of the household. This is
contrary to accepted notions, for it results
in not accepting anything in the nature of
final consumption. It appears, therefore,
that the family labour will have to be
imputed wages on the basis of dayswhen
they actually worked in the household
enterprise. It is equally obvious that the
imputed rates must not be those payable
to casual labour. Wages to family labour
might, therefore, be imputed for days of
actual work only and at average daily
rates which a person employed under an
annual contract would receive per day
when he actually worked.

23. If wages could be imputed to
family labour on some such principle as
put forward above, thesewould of course
be debited to the operating account and
credited to the revenue account of the
household. The content of the operating
surplus in that case would be precisely
thesameasthat of aproductiveenterprise
treated in sector (i). However, the prob-
lems of measurement involved in the
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procedure  suggested above are
considerable. In particular, it is difficult
to impute wages for work which is
commonly done by family members
only. We have, for example, the case of
the housewife collecting fire wood and
other fuel, or the children, who are per-
haps good for no other job, tending the
cattle. Numerous activities appear which
must be regarded as gainful, but where
evauation and formal imputation of
wages would be too artificial. The alter-
native, therefore, is not to impute any
wages to family labour. When members
work outside and earn salaries or wages,
they would of course be credited to the
revenue account, but for their work done
in the household enterprise nothing
would be credited to therevenue account.
Remuneration to family labour therefore
could appear as part of the operating
surplus. This procedure fundamentally
changes the character of the operating
surplus and places the household enter-
prise on afooting different from that of
the productive enterprises treated in
sector (i). But that isafact of subsistence
economy and it is best to recognise it in
the system of accounts. The so-called
enterprise is not so much of a business
proposition as a way of life, and the
operating surplusisnomorethanasource
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of receipt available for expenditure. The
family members are a charge on the
enterpriseand, what isnot often realised,
in its bad days the enterprise is a charge
on other resources of the household. We
propose, therefore, that to the extent that
their labour entersthe family product, no
attempt should be made to separate the
family members from the enterprise.
They should betreated asan integral part
of itand their remuneration should appear
as part of the operating surplus.

24. We shall now proceed to set out
and discuss the scope and content of the
four accountsto be kept by a household.
Broadly speaking, the contents of the
operating and the revenue accounts will
be similar to the operating account of
other productive enterprises treated in
sector (i), and therevenueaccount of final
consumers treated in sector (iv), respec-
tively. Capital and reserve accounts will
deal with the capital transactionsrelating
to the trans actions dealt with in the
operating and the revenue accounts
respectively. Asaready indicated, one of
the principal functions of these accounts
will be to deal with changes in invento-
ries.



80

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

JAN-JUNE 2020

25. The operating account would be as under

SECTOR O-HOUSEHOLD.
(1) OPERATING ACCOUNT.

1. Cash proceeds of sdles.
2. Subsidies.
3. Transfersfrom capital account in respect of:
(a) production receipts.
(b) proceedsin kind of barter sales of
services.
(c) work-in-progress and unused
material.

5. Cash payments for factors of production.
(a) wages, saaries, etc.
(b) interest.
6. Cash purchases of goods and ser vices.
7, 8and 9. Asin sector (i).
10. Transfer to capital account in respect of
inventories taken over for-
(@) payments in kind for factors of
production-
(i) wages, sdaries, etc.
(i) interest.
(b) barter purchase of goods and services.
(c) usein production.
(d) cash sdes.
Transfer to capital account in re spect of
depreciation and obsolescence.
Transfer to revenue account of persons in
respect of bad debts.
Transfer to revenue account of surplus.

11.

12.

13.

4. Total receipts.

14. Total payments.

26. On the receipts side there is only
one item which needs some explanation.
Itis 3 (a), namely, transfers from capital
account inrespect of production receipts.
The normal procedureisto carry over to
the capital account only the unsold goods
out of current production. That requires
adivision of the current sales into those
out of current production and those out of
stocks at the beginning. Thisis difficult
to obtainin practice. We therefore prefer
to carry over the entire production to the
capital account before making any sales.
This is aso in accordance with the pro-
posal to use this account more or less as
a resting account. The transfer will of

course be made at current market prices.
Agricultural commodities, for instance,
will be carried over at harvest prices. The
transfer under 3 (b) has already been
discussed. When services have been
bartered, their proceedsin kind are to be
treated in the same manner as original
production receipts. Thetransfer under 3
(c) isin respect of work-in-progress and
unused material. With primary produc-
tion, theitemwould be usually negligible
and difficult to measure in practice. It
would be perhaps worth-while to disre-
gard it altogether.

27. On the payments side, the transfer
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item 10 (d) is necessary to cancel the
receipt item 1. In evaluating this item
there are two aternatives. The invento-
ries taken over for cash sale might be
transferred at the same prices at which
they were carried to the capital account.
Thiswould leave amargin on salestothe
operating account. It would be in the
nature of trading profits and would,
appear as part of the operating surplus.
Alternatively, thetransfer might be made
at sales prices, so that the transfer 10 (d)
would completely cancel thereceipt item
1. Themargininthiscasewouldrest with
the capital account as due to change in
value of inventories and would not con-
tributeto the operating surplus. Thelatter
alternativeisto be preferred. Firstly, itis
simpler to work with in practice. Sec-
ondly, we have agreed to take profes-
sional trading out of Sector O. If thisis
done, the margin on sales is better
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regarded as change in inventory value. It
is advisable, therefore, that they appear
as such in the household sector. If thisis
agreed to, the advantage of carrying over
the entire production to the capital
account, asis done by the transfer item 3
(@), would become more obvious. Other
items under 10 have been aready dis-
cussed.

28. As we have defined it, the house-
holds are non-profit-making bodies. The
operating surplus is therefore not in the
nature of profits, but just an item of
receipt availablefor family living. Infact,
it isinclusive of remuneration to family
labour. By transfer item 13. It istherefore
carried to the revenue account.

29. We shall next consider therevenue
account.

(2) REVENUE ACCOUNT.

198. Wages, salaries, etc.
(a) Cash.
(b) Transfer from reserve account in respect
of wages received inkind.
199. Interest.
(a) Cash.
(b) Transfer from reserve account in respect
of interest receiptsin kind.
200 to 210, except 202. Asin sector (iv).
202 Transfer from operating account of surplus.
21 and 22. Asin sector (i).

212. Cash paymentsto factors of production.
(a) wages, saaries, etc.
(b) interest.
213. Cash purchases of goods and services.
214 to 221. Asin sector (iv).
27, 28. Asinsector Ci).
* Transfer to reserve account in respect of
(a) paymentsinkindto factorsof production.
(i) wages, sdaries, etc.
(ii) interest.
(b) barter purchase of goods and services.
(c) final consumption.
29. Transfer to reserve account of surplus.

211. Total receipts.

223. Tota payments.
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30. Theonly new items on thereceipts
sidearethetwotransfersfromthereserve
account 198 (b) and 199 (b), in respect of
the payments to factors of production
received in kind. Their nature has been
discussed earlier. In placeof theitem 202,
net return from house-ownership,
appearing in sector (iv), we have here
202, transfer from operating account of
surplus. On the payments side, though
items 27 and 28 from the appropriation
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account of businessenterpriseshavebeen
incorporated; item 26, it should be noted,
is not included. It refers to payments of
contingency claims assumed to be han-
dled by insurancerather than by reserves.
Here it appears more appropriate to
assume them to be handled by reserves.
The item is therefore debited to the
reserve account.

31. Next, we have the capital account.

(3) CAPITAL ACCOUNT

31. Transfer from operating account in respect of 36. Paymentsfor factors of production.
inventories taken over. (a) wages, saaries, etc.

32. Transfer from operating account in respect of (i) cash.
depreciation and obsolescence. (i) inkind.

33. Transfer from revenue account in respect of 37. Purchases of goods and service.
property insurance claims. (a) cash.

34. Transfer from reserve account (b) barter.
(@) in respect of net withdrawals. 38. Net purchasesof existing equipment and other
(b) to balance the account. assets.

* |mputed receiptsin respect of 39. Transfer to operating account in respect of

(a) paymentsinkind for factors of production. production receipts, etc.
(b) barter purchase of goods and services.
35. Tota receipts. 40. Tota payments.

32. The only items needing explana-
tion are the last two on the receipts side.
Asexplained earlier, al withdrawals for
final consumption areto bemadethrough
the reserve account. On the other hand,
in so far as parts of goods received
directly in the reserve account (as for
instance wages received in kind) might
besold for cash, they areto betransferred
through the capital account. Withdrawals
for final consumption will of course be
usually very muchlarger thanthisreverse

item. It is therefore convenient to treat
them by means of asingletransfer for net
withdrawals. Thisisdoneby item 34 (a).
The other item, 34 (b), isatransfer from
thereserve accountinorder to balancethe
capital account. The last item of receipt,
marked *, isin respect of materials out of
stock used within the capital account.
They include paymentsin kind to factors
of production and barter purchases of
goods and services.
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33. Finally, we have the reserve
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account as under:

(4) RESERVE ACCOUNT.

224, Transfer from revenue account of surplus.
225 and 227. Asin sector (iv).
41. Asinsector (i).
* Transfer from revenue account in respect of
payments to factors of production, barter
purchases, €tc.

232 t0236. Asin sector (iv).

26, 47 and 48. Asin sector (i).

49. Transfer to capital account.
(@) in respect of net withdrawals.
(b) to balance that account.

* Transfer from revenue account in respect of

paymentsto factors of productionreceivedin
kind.

87. Net purchases of gold and silver bullion.

46. Total receipts.

54. Total payments.

34. All items appearing on both sides
above, except thelast one onthe payment
side, have been discussed. It is well
known that in a backward economy,
households often build up theft reserves
in the form of gold and silver bullion.
Even when expenditure is made on
ornaments of gold and silver, it is

essentialy a form of saving and seldom
a fina consumption. In such cases,
therefore, only charges for making
ornaments, etc., should be debited to the
revenue account, while the purchase of
the bullion itself should be debited to the
reserve account.



MEASUREMENT OF NATIONAL

INCOME AND

CONSTRUCTION OF SOCIAL ACCOUNTS FOR
AN INDUSTRIALLY BACKWARD ECONOMY - [1

V. M. Dandekar

35. Inthefirst part of thisarticle, which
appeared in Accounting Research for
October, 1951 (Volume2, Number 4), the
accounts to be kept in sector O were
surveyed. We shall now examine the
effects of these modifications on the
framework in which the United Nations
statistical experts recommend national
income statistics should be presented.
Table | in the experts’ report* shows the
income available to persons, that is, to
individuals and  non-profit-making
bodies. The purport of the above dis-
cussion is that it is more in accordance
with factsto treat households, even while
engaged in a productive activity, as
non-profit-making bodies. As such, the
operating surpluses of their productive
enterprises, which are inclusive of
remuneration to family labour, should be
classified under the category of personal
income arising from participation in
economic activity. As it appears, this
suggestion is not entirely new to the
system Of accounts recommended; for
here, while house ownership is regarded
as aproductive enterprise of personsand
actually isconstitutedinto asub-sector of
the productive enterprise sector, its
operating surplus is treated differently
and classified as personal income under

item 1 (d) in Table I, According to the
suggestion now being made, house
ownership is only one of the productive
enterprises of households and it needsno
special treatment. The scope of item 1 (d)
in Table I, therefore, should be enlarged
so as to include the operating surpluses
arising out of all current productive
activity of households. There need be no
other change in thistable. In abackward
economy both in dimensions and in
economic status, item | (d), namely,
operating surplusesof househol ds, would
of course be predominant, and hence
might appropriately berated 1 (a), rather
than 1 (d).

36. Therewould beno changein Table
[1.2In Tablell1* wherein thefirst column
national income is broken down by
income shares, item 14 (c) will need a
sub-division. Weshall have, therefore, 14
(c) (i) -operating surplusesof households,
and 14 (c) (ii) -operating surpluses and
net dividends received from the rest of
the world. In the second column of this
table, where national net product is
classified by branches of activity, under
item 16 (@) there should also be included
household enterprises as represented by
the operating and the capital accountsin

Reprinted from ACCOUNTING RESEARCH, Vol. 3, No. 1, January, 1952.
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the household sector. The households as
final consumers are represented by the
revenue and reserve accounts of this
sector and consequently, under 17 (@)
would be included only payments to
factors of production made out of the
revenue and reserve accounts of the
household sector. In particular it will not
include payments made by households
out of operating and capital accounts.
They come under 16 (a). In the last col-
umn of this table where national expen-
ditureisclassified according to different
types of final expenditure, item 21 (a),
namely, domestic net capital formation
by persons, will nolonger berestricted to
land and buildings. It is advisable,
therefore, to sub-divide it in the same
three categoriesinto which isdivided 21
(). The domestic net capital formation
by persons would, therefore, appear
under three categories, thus (i) con-
struction works and durable equipment,
(i) inventories, and (iii) gold, silver
bullion and coin. Thefirst two itemswill
be obtained from the capital account
while the last one from the reserve
account of the household sector. Due to
a distinct reserve account to deal with
capital transactionsof householdsintheir
capacity asfinal consumers, thereisalso
apossibility of addingonemorecategory,
namely, (iv) durable, consumer goods.
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37.InTable IV,* where an alternative
breakdown of national incomeby income
payments is given, under item 30 (a) are
grouped items 1 (c), 1 (d) and (e) of the
previous breakdown as given in Tablel.
Asindicated above, item 1 (d) would now
include operating surplus of all house-
hold enterprises and would be an item of
considerable, if not the first magnitude
and significance. It would be inappro-
priate, therefore, to lump it with other
items. It should, therefore, be shown
separately and might appear as the first
itemin TablelV. Item 30 (@) then could
remain asit is, but exclusive of 1 (d). No
new items appear in Tables V, VI, VII,
VIl and IX.®

38. Thusfor an industrially backward
economy, we have a working system of
social accountsdirectly comparable with
the one recommended for an industrially
advanced economy. Basically the work-
ing system providesuswith alist of items
necessary to build up the nationa
aggregates. Subsequent problems, which
in a sense are of the first importance,
particularly in aback ward economy, are
those connected with the measurement of
theseitems. Itisproposedtoindicatetheir
nature in thefollowing sections. Here, as
else-/E where, we shall confine the dis-
cussionto problemswhich are peculiar to
abackward economy. In other words, we
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shall consider only problems arising in
connection with setting out the accounts
of the household sector.

39. Problems of measurement in this
sector arise out of the fact that house-
holds, as we have defined them, do not
generally keep any accounts and are not
required to submit returns to the admin-
istration by any act of legidation. It is
convenient to distinguish two types of
problems. Firstly, there are problems of
definition and approach. Secondly, there
are those arising out of the fact that it
would be ordinarily impossible to
approach all the households and hence
resort will have to be made to some kind
of sampling procedures. We shall first
consider the first type of problems,
namely, thoseof definition and approach.
It should perhaps be stated that those
problemsin general would be peculiar to
local conditions and that therefore their
nature would be different in different
countries. Thus, it is inevitable that the
discussion below will belargely based on
conditions as they are known to exist in
India.

40. 1t should be noted that we propose
to regard the household as one single
accountingentity andthat all suchentities
have been grouped in one sector of the
economy, called the household sector.
The initial problem is therefore that of
defining the household as an accounting
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entity. It is obvious that some such defi-
nition asis used for census purposes will
have to be adopted. The operations of a
census are, however, completed within a
short period of time and hence their
requirements are somewhat different,
andinasensesimpler. Onthe other hand,
for purposes of constructing accounts, it
isusual to take the accounting period as
onewholeyear. Itisnecessary, therefore,
that, by definition, a household as an
accounting entity should remain invari-
able over the whole year. Another
obvious requirement is that there should
beleft no personsoutsidethe households,
and that no persons should be twice
included. It isworth considering how far
theserequirementscan bemetin practice.

41. The difficulties of definition are
centred round persons who seasonally
migrate to other places. Their number is
not small and their case needs careful
consideration. There are, for instance,
seasonal migrantstotownsand citiesand
alsotorural areas growing special crops,
like sugar-cane, requiring alarge amount
of seasonal labour. It is obvious that not
in al cases can such persons be consti-
tuted into separate households. They
often include among them earning
members of the parent households and
their stay outside the native village is
sometimes much too short. The decision
must therefore be made on the basis of
the length of period during which they



VOL. 32NOS 1&2

remain outside the village. For instance,
we might requirethat to be considered as
members of the household concerned
they must have stayed within the village
for a minimum period during the
accountingyear. Thisperiod could not be
of less than six months, for otherwise
there arises the possibility of some per-
sons being included in more than two
households. On the other hand if the
period is made of more than six months,
it is not impossible that during the year
under consideration, some persons did
not stay at any single place for morethan
six months and as such could not be
included in any household. The possibi-
lities of omission and of double counting
become particularly serious when we
proceed by tabling details, not of al
households, but only of asampleof them.
In a relatively small sample it might
happen that no persons were counted
twice among the households actually
selected. It should be noted that thisisnot
sufficient. It is necessary to rule out the
possibility from the definition itself.

42. Let us suppose that a satisfactory
definition is made, and that it is possible
to enumerate the persons who should
constitute the household. We would then
require that in the accounts of this
household the entire activity, in and
outside the village, of these persons is
properly accounted for. This is difficult
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to obtain in practice. The parent house-
holdisordinarily not aware of theincome
and expenditure account of the migrated
persons. In other words it is practically
impossibleto construct the accounts of a
household in a manner such as to cover
the entire activity of al its members,
unless al the members happen to be
residing together for most part of the
accounting period. If this period is one
year, therewill be aconsiderable number
of households not satisfying this condi-
tion.

43. An alternative is to congtitute all
personsinto separate households for that
part of the accounting period during
which they migrate and live as an inde-
pendent accounting entity. This would
mean that the number and the
composition of households would not
remain invariable. There is no serious
objection to this fact in itself, for, after
all, the personnel of a household would
certainly change because of natural
phenomena like births and deaths. The
difficulty, however, would be of enu-
merating and collecting accountsof those
households which exist for only part of
the year. For instance, if the agricultural
labourers migrating to a sugar-cane tract
and temporarily settled around a sugar
factory, areto be constituted into separate
households and as such their activity is
not to be covered by the accounts of the
parenet households, it is absolutely
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essential that they are enumerated, con-
tacted and their accounts collected while
they are so temporarily settled outside
their native village.

44. These difficulties appear
unavoidable. Nevertheless their dimen-
sions could be considerably reduced by
taking ashorter accounting period. Thus,
for instance, if we take a month, rather
than a year, as the accounting period, it
would be easier to enumerate members
of the household in such a manner that
most of them were found together for
most part of the accounting period, and
there would be fewer possibilities of
omissions and double counting. As we
shall presently see, the choiceof ashorter
accounting period aso appears to be
advisable for an altogether different
reason, namely, thedesirability of getting
reliable information. Thus even suppos-
ing that the accounting period istaken to
be a whole year, it would be obviously
impossible to obtain details of income
and expenditure for the whole year in a
single visit to the household. Firstly,
itemsof expenditureare usualy incurred
in small amounts and are spread over the
wholeyear. In abackward economy, the
pattern of expenditure does not remain
stableover theyear. Not only isit marked
with considerable seasonal variations,
but often it is radically affected by the
vagaries of the agricultural seasons. On
the other hand, though certain items of
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receiptsareobtainedinlargesinglebulks,
such as, for instance, the production
receiptsof major agricultural crops, there
arenumerousitems of receiptswhich are
obtained in small and irregular amounts.
Amongtheseare, for instance, suchitems
asproduction of minor agricultural crops,
sales proceeds of livestock and forest
produce, and casual earnings from hired
labour. It becomes difficult, therefore, to
obtain reliable information regarding
items of expenditure and of numerous
miscellaneous receipts by means of a
singlevisit to the household at the end of
the year. Secondly, there occur cases
when certain households take to certain
subsidiary occupations only in certain
seasons. Makers of rope from sisal fibre
may beinstanced. It isaso not unknown
for primary school teachers to take up
such occupations as tailoring during the
summer. An investigator visiting the
household once in the year is likely to
miss such seasonal activity unless he is
conversant with local conditions. The
difficulty isaggravated by another fact of
actual procedure. In order that the
accounts, of all households might be
combineditisof course necessary for the
accounting year to be the same for all.
This seems necessary for another reason
also, namely, that when the accounting
year does not approximately coincide
with the agricultural year, it becomes
rather artificial and confusing to the
household reporting its accounts. For
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obvious reasons all the households can-
not be visited immediately at the end of
the accounting year. The investigational
work has, for practical reasons, to be
spread over the whole year. This means
that some of the households would be
visited aslate asthree or four or even six
months after the close of the accounting
period. In such cases it becomes al the
more difficult to obtain reliable infor-
mation in respect of a whole year ended
several months previously. It appears
necessary, therefore, to visit the house-
hold morefrequently than just onceinthe
year and to obtain accounting details for
aperiod lessthan ayear. In other words,
it becomes necessary to adopt an
accounting period shorter than ayear.

45. A year asan accounting period has
obviouslimitations, aspointed out above.
It has nevertheless one advantage. Even
in a backward economy, it is the most
natural unit of reckoning time and is
therefore easily identifiable. As soon as
we decide to have a shorter period, dif-
ficulties of identification appear. Thus,
for instance, if we adopt three months as
the accounting period, and approach a
household for information relevant to
that period, it becomes extremely diffi-
cult to identify transactions within a
given period of three months. There is
every possibility that some transactions
properly belonging to this period will be
omitted altogether, and that some others
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belonging to an earlier period will be
included. Unless, therefore, wearetorely
on such errorsbeing "random" and hence
mutually cancelling, we need to choose a
period sufficiently short to be easily
identifiable. A week is perhaps the most
suitable period from this point of view.
However, it might be considered rather
uneconomic to visit a household and
obtain only a week’s accounting infor-
mation. A month isthe next and perhaps
the longest identifiable period. It should
benoted, neverthel ess, that inabackward
economy, it is not so much of a natural
accounting period as it happens to be in
an advanced economy. A person not
instructed in a calendar month is most
likely to regard a month as equivalent to
four weeks, which for him are more
readily identifiable. Thedistinctionisnot
purely academic, for it makes, it should
be noted, a difference of as much asten
per cent. It might be advisable, therefore,
to define the accounting period as of four
weeksrather than onemonth. Inthat case
these four weeks might be those imme-
diately preceding the day of visit.

46. Consider next the sampling of
households. They are conveniently
sampled in two stages. In the first stage
we select certain sample areas. In the
second stage we select a sample of
households from the households
belonging to these areas. The areas to be
selected in the first stage might be either
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artificial areas of given shape and size,
technically called grids, such as square
grids of, say, half a square mile in area,
or they might be more natural areas
defined by villages. The advantage of
choosing artificial areas of given shape
and size is that the problem of what is
called the multiplier, that is of inflating
the sample estimates to bring them
dimensionaly to the size of national
aggregates, becomes simpler. The dis-
advantages are threefold and become
relatively serious if, as is sometimes
proposed, the grids to be chosen are
comparatively small. Firstly, a consid-
erable amount of map-work is necessary
in order to locate the grid in thefield and
to decide which houses or households
belong to it. Secondly, border-line cases
have to be decided by approximation.
Thus, it might be decided to include a
whole village in the grid if half or more
of it is actually within it and regject the
whole of it in other cases. With smaller
grids, the effects of such border-line
decisions become disproportionately
large. Thirdly as the population density
varies from place to place, the total con-
tent of human populationisvery different
in different grids. As a consequence, the
amount of actual investigational work
also varies between different grids. This
is not very convenient from the point of
view of administration of the field-work.
Villages are traditional congregations of
householdsand in partsof the country the
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houses belonging to a village are often
found clustered in a compact area called
the village site. With villages the prob-
lems of enumeration of households
belonging to the area chosen therefore
becomes simpler. However, unless total
counts of households are available from
a recent census the problem of deter-
mining the multiplier, that is of inflating
the sampl e estimates, becomes, difficult.
A compromise between the two ater
natives might be sought by choosing
larger grids, so asto include a number of
villages with negligible border effects.
By this procedure while the problem of
the multiplier will have been tackled, the
disadvantages arising out of small grids
will be reduced.

47. Once the sample areas have been
chosen, it becomes necessary to enu-
merate all the households belonging to
these areas. For this purpose it is
necessary to take a full census of al
households: It is convenient at this stage
to obtain detail sof the principal means of
livelihood of thehouseholds, sothat these
might later be stratified before making
the sel ection of the sampl e of househol ds.
While taking the census two points are
worth while bearing in mind. In Indiaall
the houses possess census numbers. It is
thereforeconvenientto utilisesthemwhile
taking the census of the selected areas. It
must be bornein mind, nevertheless, that
besideshouseholdsresiding in numbered
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houses, there are many who reside in
temporary dwelling places which do not
obviously bear any census numbers.
Such, for instance, are unsettled wan-
dering tribal people. Among these must
be included sheep-rearers as well, who
though they have a settled residence in
some village, move about in the country
from place to place during part of the
year. There are other similar caseswhere
entire households, having a normally
settled place in some village, migrate to
other regions during parts of the year and
are temporarily settled in hutments not
bearing census numbers. Care must be
taken to enumerate these in appropriate
places. The problem hereistwofold. One
is of definition of households who are
supposed to belong to an area and the
other is one of procedure which will
ensurethat all those covered by definition
are also covered by enumeration. The
other point concerns the members to be
enumerated within a household. The
nature of the problem has already been
discussed. As aready stated, the diffi-
culties associated with defining the com
position of a household seem
unavoidable, except that by reducing the
length of the accounting period their
dimensions could be considerably
reduced. It might be advisable to avoid
this problem at the census stage. But it
will surely have to be faced after the
sample of householdsis selected.
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48. This brings us to the second stage
in sampling, namely, sampling of
households. In a backward economy,
such as in India, a large maority of
households are engaged in agriculture as
their principal occupation. Therefore
unless special steps are taken, a large
number in the sel ected householdswould
be engaged in agriculture while al other
occupations would be represented by
means of very small numbers. Thiscould
be avoided by stratifying the households
by their occupations and taking appro-
priate sub-samples from different strata.
This might be done by two aternative
procedures. In practice it does not seem
possibleto divide the householdsin more
than two groups, such as those engaged
in agricultural occupations, and those
engaged in non-agricultural occupations.
Separate sub-samples then might be
taken from these two groups. Thus, for
instance, if we need a sample of sixteen
households from the selected area, we
could take a sample of eight from the
agricultural  households, and another
sample of eight from the remaining
households. This would give the neces-
sary differential weight to occupations
other than agriculture. The main
difficulty in this procedure is that of
classifying households into two catego-
ries such as those engaged in agriculture
and others. The distinction is difficult in
border-line cases where households
practise agriculture and some other
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occupation during, the off-season. There
are also cases where different members
of a household follow very different
occupations. It is difficult in such cases
to classify the households as required.
The criterion of classifying them by
means of the principal occupation,
namely, the one which brings the largest
income, does not work well in practice.
For firstly, incomesaredifficult to obtain
a the census stage and, secondly,
incomes from agriculture, are entirely
dependent on the nature of the, season.
The other technical defect of the proce-
dureisthat therelative sampling fractions
for agricultural and for other occupations
are different for different villages. The
alternative procedure is to arrange all
householdsin a stratified order. Thus al
the cultivating households would come
first and would be arranged by the size of
their cultivation. The non-cultivating
households could then follow, arranged,
if possible, by their occupations. We
might then divide the list into two equal
halves and select from each half a fixed
number of households. Thus out of the
sixteen households to be selected, only
four might be selected from the first half
while the other twelve come from the
second half. The procedure thus avoids
the classification by agricultural and
other occupations while the problem of
combining the two sub-sampl es becomes
comparatively ssimpler. Further, if while
selecting the four households from the
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first half, they are selected from four
equal sub-divisions of thelist, and simi-
larly if the twelve households from the
other half are selected from twelve equal
sub-divisionsof that half, wehaveamuch
better stratified sample than the one
obtained by the former procedure. Per-
hapsit should be mentioned that thislast
procedure is not incapable of furnishing
what are called sampling errors.

49. If the accounting period is decided
to be one year, we might next proceed to
obtain from the selected households
accounting details for one year. The
limitations of this procedure have been
discussed earlier. If, on the other hand, a
shorter accounting period is adopted, the
selected households will have to be re-
visited by means of anumber of periodic
visits. It is advisable, during each such
visit, to check the census of households
from where the sample is selected and
ascertain households which have left the
areaand those which have newly entered
it. Without necessitating a selection of an
entirely new sampl e, careshould betaken
to exclude those which have left and
include those which have newly arrived.

50. This brings us to yet another
problem - the problem of what might be
termed sampling in time. The case of
households which exist as independent
accounting entities only for a part of the
year has already been discussed. It is
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obvious that for them no accounts could
be collected for the whole year, unless
their accountsfor the part of the year are
regarded as their annual accounts. In a
sensethisis of course so. The other case
is of those house holds which do not
remain settled at one place for thewhole
year. It should be repeated that these
include not only the so-called unsettled
tribal people, but many other households,
whose occupationscausethemtomigrate
seasonally. In such cases it becomes
difficult in practiceto follow them up by
means of anumber of periodicvisits. The
problem then is whether the accountsfor
only part of the year of such households
areentirely uselessand wasted. Thisdoes
not seem to be so. If we have taken, for
instance, a month as an accounting
period, there appears little difficulty in
combining the accounts of severad
households for any single month. By so
doing, we could in fact estimate the
national aggregates month by month.
These monthly estimates would them-
selves be of sufficient interest and they
could be consolidated to produce the
required annual estimates. This suggests
another possibility. We need not, in that
case, visit even the settled households
every month. We could visit them, for
instance, only once in three or four
monthsto obtai n the monthly accounts of
the preceding month. That should enable
usto approach alarger number and hence
agreater variety of households. Thusthe
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accounts of each month become a com-
plete item in themselves, and from the
point of view of building up the national
aggregatesthere need not be any specific
attempt to construct the annual accounts
of any particular household. While this
becomes physically impossible for
unsettled households, for settled ones,
though there is no difficulty in making
repeated visits, they are always a cause
of nuisance and often arouse resistance
and opposition.

51. Finaly, we shall bring this dis-
cussion to a close by mentioning a point
which islikely to raise controversy. The
presumption underlying procedures of
randomly selecting households for
obtaining accounting details, is that all
househol ds, when randomly selected, do
furnish details of their income and
expenditure. This is basicaly not true.
Human nature being what it is - there is
Nno reason to suppose that conditionsin a
backward economy are particularly bad
inthisrespect - households are generally
not willing to part with this information.
In a backward economy where persons
areilliterate and have natural suspicions
regarding such investigations, the situa-
tionisworsestill, forthereisseldomplain
refusal to part with information.
Understatement of income and over-
statement of expenditure is universal.
That is a common bias and is
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unavoidable. But instances of plain mis-
chief are not uncommon. They prevail
particularly in the higher income groups
of households. When this factor is taken
into consideration along with the char-
acter of the investigating agency usually
availablefor this type of work, the result
is disastrous. Investigators are often
temporarily recruited and have no per-
manent interest in the work. They are of
necessity hastily trained, stationed in
unfamiliar regions and required to
undergo life with which they are unac-
customed. In order to cover larger num-
ber of households spread over more
centres, they need to bekept continuously
moving. Unfamiliar with local condi-
tions, they arein thefirst instance unable
to detect incorrect statements. Having
detected them, they cannot do much to
correct them. They are not interested in
correcting them, either, for if they did so
they would reduce the amount of inves-
tigational work they can finishin agiven
period. The realisation that they are
noting down obvioudly falseinformation,
soon demoralises even the honest among
them. It is doubtful, therefore, whether
estimates based on random samples of
households, many of them being frankly
reluctant to part with information, would
be worth-while at all.

52. Willingness on the part of the
households to part with information
relating to their income and expenditure
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appearsto be afundamental prerequisite
in any attempt to construct socia
accounts of the household sector. This
means that the necessary information
must be obtained not from a randomly
sel ected set of households, but from those
who are willing to furnish such infor-
mation. Experience suggests that such
households if properly approached will
not be found to be altogether wanting.
There ate some who are willing to part
with any information because they feel
that they have nothing to lose thereby.
There are others who are willing to co-
operate because of an accounting sense,
which, though perhaps uneducated, is
ingtinctive in them. It is proposed,
therefore, that in each of the randomly
selected sample areas, a household
accounting service should be initiated.
The object of this service should be to
educate personsinthe purposeand utility
of keeping accounts and to offer a free
service to those who wish their accounts
to be kept. Aided by adequate propa
ganda, it is hoped that the response will
not be altogether poor. Surely, it should
be possibleto obtain a sizeable sampl e of
households from each selected area. The
samplewould not, of course, bearandom
one and consequently the problemsof the
multiplier - that is, of inflating or, inthis
case, generalising the sample results -
would be difficult. Thisis a problem for
statistical technique and it is hoped that
itssolution would not be beyond the skill
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of dtatisticians not unaware of the
peculiarities and requirements of the
applied field. The solution might not be
theoretically perfect but it is unlikely to
yield results worse than those derived
from the response of a random sample.
For instance, we might, as before, take a
complete census of al households of the
selected area and arrange them in a stra-
tified order based onthereadily available
information. The households voluntarily
furnishing their accounts could then be
marked off on the list and each such
household might be supposed to repre-
sent al house holds in its immediate
neighbourhood on the list. It is not
suggested that this provides a solution of
the dotatistical problem, which is
undoubtedly complicated and will surely
exact considerable skill and ingenuity. It
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is suggested, however, that it is not
impossible to obtain a reasonably satis-
factory solution.
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ON THE NATIONALSSAMPLE SURVEY ESTIMATESOF
CONSUMPTION OF FOODGRAINSIN INDIA

V.M. Dandekar

1. IN 1950-51, the Government of
Indiainitiated and first conducted on an
All-India basis the Multipurpose
National Sample Survey. Asisnow well
known, in the first round of the National
Sample Survey during October 1950 to
March 1951, two sets of questionnaires
schedules, generally known as the Cal-
cutta and the Poona Schedules, were
used. A Report based on the Calcutta
Schedules was prepared at the Indian
Statistical Institute, Calcutta and issued
by the Department of Economic Affairs,
Ministry of Finance, Government of
Indiain December 1952. The Report on
the basis of the Poona Schedules, was
prepared at the Gokhale Institute of Pol-
itics and Economics, Poona, and was
submitted to the Government in July
1952. It was subsequently published by
the Ingtitute as their Publication No. 26.

2. One of the principal results of the
Calcutta Report, and one which was
announced with considerable eclat was
that the estimated national consumption
of foodgrains out of domestic production
during the year from July 1949 to June
1950 was of the order of 60 million tons.
As againgt this, the official estimates of
foodgrainsproduction for thisperiod was
about 48 million tons only, so that if the

NSS estimates were to be trusted the
official estimates of production seemed
to be gross under-estimates to the extent
of about 20 to 25 per cent. It was natural,
therefore, that the subject attracted con-
siderable attention. In the present paper,
it is proposed to examine the validity of
the CalcuttaNSS estimates of foodgrains
consumption.

3. Thebasisof theestimate of about 60
million tons of foodgrains consumption
in India is the Calcutta estimate of an
average foodgrains consumption of 18.3
0z. per person per day in the rural areas
of India. This estimate was obtained on
the basis of a sample of about 3,150
families distributed in 1,085 villages
spread all over India. The selected fam-
ilies were interviewed some time during
the period from October 1950 to March
1951 and were asked, among a large
number of other items of consumer
expenditure, asto how much of eachtype
of foodgrain the family consumed during
the period from July 1949 to June 1950.
The quantities of consumption reported
by the families included purchased as
well as home-grown home-consumed
commodities. They were given in a
multitude of local measuresand weights.
These had to be converted to standard

Reprinted from The Indian Economic Journal, No. 2, Val. 1, October 1953.
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measuresand added. Theestimateof 18.3
0z. per person per day was the result of
these operations.

4. In the following table we give the
Calcutta NSS estimates of foodgrains
consumption in different regions. The
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table gives the average foodgrains con-
sumption in ounces per person per day
and hasbeen derived, from column (6) of
table (67) of the Cal cutta Report, making
use of the conversion factors given in
table (Z) of that Report.

Tablel
Calcutta NSS estimates of foodgrains consumption in 0zs. per person per day

Region

Consumption of foodgrains
in ozs.

) 2

©)

1 North India (Uttar Pradesh) ... ... 20.72
2. East India(Bihar, Orissa, West Bengal. Assam, Manipura, Tripura, 18.43
Andaman, Nicobar) ...
3. South India, (Madras, Mysore, Travancore, Cochin, Coorg) ... ... .. 14.53
4, 4. West India, (Bombay, Saurashtra, Kutch) ... 14.53
5. Centra India (Madhya Pradesh, Madhya Bharat, Hyderabad, 16.50
Bhopal, Vindya pradesh) ... .
6. North- Westlndla(Raasthan PepsuAJmer Delhi, Punjab, Bilaspur 25.42
Himachal Pradesh)
All India 18.28

5. An examination of this table sug-
geststhat the variation between different
regions is rather considerable. The
estimates for the South and the Central
Indiaarein good mutual agreement. The
estimate for West India is too much on
the lower side. On the other hand, and to
a much greater extent, the estimate for
North-West Indiaistoo high, for evenin
comparison with the estimate for the
North India which Comes closest to the
North-West region, the estimate for the
latter is almost. 25 per cent higher. The

estimate for North India is itself on the
higher side. It isnot certain whether such
large differences are considered rea
differences between the regions or are
regarded as largely attributable to the
sampling variation

6. The principal evidence put forward
in support of the Calcutta NSS estimates
af rural consumptionaretheresultsof the
diet studies, conducted by the Indian
Council of Medical Research. An aver-
age per capita consumption based on 61
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ICMR studiesin eight statesof the Indian
Union is shown to be 16.3 oz. per day. It
should be noted that the eight states on
which the above average is based do not
include either the North or the North-
West India regions where the Calcutta
NSS estimates are suspiciously too high.
In spite of this fact, the Calcutta NSS
estimatefor theaverage of theeight states
is higher by more than 5 per cent of the
ICMR estimate. Thel CMR estimatesare
originally given on the basis of per adult
equivalent and the above per capita esti-
mates are based on aconversion factor of
75 adult equivalents per person. As the
comparison between theICMR and NSS
estimates was not thought to be suffi-
ciently satisfactory, with considerable
inconclusive argument a higher
conversionfactor of 80 wasadvised. This
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brought the ICMR average up to 17.38
0z. per person per day and hence much
closer to the Calcutta estimate and
actually a little higher than the latter. It
would be thought, therefore, that the
agreement or otherwise between the
ICMR and the Calcutta NSS estimates
was within the normal manipulation
range of a statistician.

7. However, when the ICMR and the
Calcutta NSS estimates are compared
state by state, the disagreement between
the two becomes obvious. In the fol-
lowingtablewegivethe| CMR estimates
based on both the conversion factorsand
compare them with the Calcutta esti-
mates. The table is derived from Table
(T) of the Calcutta Report.

Tablell. Consumption of Foodgrainsin oz. per Person per day by ICMR
Studies and the Calcutta NSS Estimates

State ICMR with ICMR with CalcuttaNSS
conversion conversion
factor =.75 factor = .80
(1) @ 3 )
1. Assam 15.04 16.04 19.96
2. Bihar 15.17 16.18 18.75
3. Orissa 16.70 17.82 19.93
4. Madras 13.88 14.80 14.58
5. Hyderabad 14.55 15.52 15.47
6. Bombay 13.54 14.44 14.32
7. Madhya Pradesh 22.41 23.90 17.11
8. West Bengal 19.08 20.85 17.28
16.30 17.38 17.18
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8. It would beobviousthatitisonly in
three out of the eight states, namely,
Madras, Hyderabad and Bombay, that the
agreement between NSS and the ICMR
estimates might be regarded as satisfac-
tory. It should be noted that all the three
states, the estimatesarethelowest in both
the series and that in the NSS series they
are al less than 15.5 oz. Even here the
NSS estimates are al larger than the
corresponding ICMR estimates if the
conversion factor .75 is adopted. How-
ever, they are al smaller than the ICMR
estimates if the more favourable
conversion factor of .80 is adopted. We
might, therefore, regard the agreement
between the two series in these three
casesas satisfactory. Inthree other states,
namely, Assam, Bihar and Orissa, the
NSS estimatesare considerably in excess
of the ICMR estimates whichever con-
version factor is used. In al the three
casesthe NSS estimates are all in excess
of 18.5 oz. and they are all positively
contradicted by the corresponding ICMR
estimates which in that series are by no
means exceptionally low.

9. In gpite of this divergence between
the Calcutta NSS and the ICMR esti-
mates, the two averages based on the
eight states come fairly close. This is
because in the two states, namely, West
Bengal and Madhy Pradesh, where the
ICMR estimates arein excess of the NSS
estimates, the former are very greatly, in
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excess of the latter. In both the casesthe
ICMR estimates are completely out of
tune with the ICMR estimates in other
States. For instance, the ICMR estimate
for Madhya Pradesh is not only the
maximum among the ICMR estimates
but isalmost 40 to 50 per cent higher than
the|CMR estimatesfor most other states.
In comparison, with the NSS estimate it
is higher by more than 30 per cent. The
sameis partly true of theICMR estimate
for West Benga. Among the ICMR
estimates, it is the second highest and is
not generaly in tune with the ICMR
estimates for other states. In comparison
with the NSS estimate, it is higher by
about 15 per cent. It is these two excep-
tionally large ICMR estimates and par-
ticularly the one for Madhya Pradesh,
which are responsible for pulling up the
ICMR average for the eight states and
bringing it closer to the corresponding
NSS average.

10. It would, therefore, appear that
considering the nature of the divergence
between the ICMR and the CalcuttaNSS
estimates for the eight states, it was
improper to compare them by the
combined average of the eight states. The
divergence between the two seriesis not
random but is clearly systematic. Firstly,
it is only in the case of three states for
whichtheestimatesarethelowest in both
the series that the agreement between
themissatisfactory. Secondly, itisinthe
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three states for which the NSS estimates
are the maximum in that series, that they
aregreatly in excess of the corresponding
ICMR estimates. Thirdly, itisin thetwo
states for which the ICMR estimates are
maximum in that series that they are
greatly in excess of the NSS estimates.
This only means that as far as the
combined evidence of the NSS and
ICMR results go, it is only the moderate
estimates of consumption which stand in
mutual agreement and that higher esti-
mates of either series such as exceeding
18.50z. arepositively contradicted by the
corresponding estimates of the other
series.

11. The three states, namely, Assam,
Bihar and Orissa where the NSS esti-
mates are all positively contradicted by
the |ICMR studies as being too high, form
together with West Bengal the East India
region of the Calcutta Report. The NSS
estimatefor thisregionis18.48 0z. which
iscloseto the NSSestimatefor thewhole
of India. TheNSSestimatesfor theNorth
and the North-West India regions are
higher still and no evidence has been put
forward to support them.

12. The 61 ICMR diet studies, the
results of which are discussed above,
were al conducted in or after 1944 and
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wererelated torural families. Another set
of studies, the results of which might be
usefully compared, is the series of
enquiries into family budgets of indus-
trial workers at different centres con-
ducted by the Department of Labour of
the Government of India under the Cost
of Living Index Scheme. Most of these
enquiries were conducted during 1944
and 1945 when presumably most of the
industrial centres were under statutory
rationing of foodgrains. As already said,
the data relate to industrial workers and
not to rural families. Probably, the urban
families consume less of foodgrains than
do the rural families. This would be
particularly true under a statutory
rationingof foodgrains. However, among
theurbanfamilies, theindustrial workers,
we suppose, would consume more
foodgrainsthan most othersboth because
of their generally lower incomes and the
harder manual labour they are called
upon to do. The foodgrains consumption
of the industrial workers should, there-
fore, come much closer to the consump-
tion of the rural families than is the
average consumption of the urban
families. In the following table we give
the average foodgrains consumption per
person per day at different centres.
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Tablelll
Average Foodgrains Consumption in oz. per person per day in Family Budgets
of Industrial Workersat VariousIndustrial Centres

State Centre No. of Average
family consumption
budgets of foodgtainsin oz.
(1) @ 3 )
Assam Tinsukhia 185 15.03
Bihar Dehri-on-Sone 231 17.84
Monghir & Jamal pur 578 17.20
Jharia 999 17.72
Orissa Berhampur 123 13.05
Bengal Howrah and Bally 1435 15.39
Madhya Pradesh  Jubbulpore 482 1551
Akola 315 15.18
Rajasthan Ajmer 375 12.75
Delhi Delhi 581 16.24

13. In addition to the centres given
above, family budget enquirieswerealso
conducted at Bombay, Ahmedabad, Jal-
gaon and Sholapur in Bombay State and
at Sialkot and Ludhiana in the Punjab.
However, the respective reports do not
give the quantities consumed. The
guantities consumed are also not avail-
able for three other centres namely
Gauhatti, Cuttack and Kharakpore. At
about the same time as the enquiries at
these centres, enquiries were also con-
ducted at, Tinsukhia, Berhampur and
Howrah-Bally, respectively in the same

states. As the prices of foodgrains were
not likely to be very different at two
industrial centresin the same state at the
sametime, particularly if thecentreswere
under statutory foodgrains rationing, we
thought that the quantities at Gauhatti,
Cuttack and Kharakpore might, without
much error, be derived on the basis of
prices of Tinsukhia, Berhampur and
Howrah-Bally, respectively. This was
done. In the following table we give for
the three centres the quantities of food-
grains consumption thus derived.
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TablelV.
Consumption of Foodgrainsin oz. per person per day Derived on the Basis of prices of
Tinsukhia, Berhampur and Howr ah-Bally respectively

State Centre No. of Average
family consumption
budgets of foodgtainsin oz.
1) @) ©) )
Assam Gauhatti 241 14.18
Orissa Cuttack 168 10.89
Bengal Kharakpur 222 12.77

14. 1t will beseenfromthetablelll that
it isonly in Bihar that the average con-
sumption of foodgrains per person per
day exceeds17 oz. Theresultsof thethree
enquiriesin Bihar are consistent and the
figures look dependable. The averages,
of thethreeenquiriesare17.84,17.29 and
17.72 oz., respectively. In comparison
withthesethe ICMR figurefor rural area
appears too low. On the other hand, the
Calcutta NSS estimate is considerably
higher. The estimatesgiven by thefamily
budget enquiries appear therefore, to be
more acceptable, not just because they
comein between the ICMR and the NSS
estimates but also on account of the
mutual agreement of the three family
budget enquiries.

15. The next highest consumption
appearsto be at Delhi where the average
consumption is 16-24 oz. per person per
day. Delhi isincluded in the North-West
India region of the Calcutta Report and
the NSS estimate for that region is 25.42

0z. which ismorethan 50 per cent higher
thanthefamily budget estimatefor Delhi.
Another areaincluded in the North-West
India region of the Calcutta Report is
Rajasthan and Ajmer. The family budget
enquiry at Ajmer shows an average
consumption of 12.75 oz. which is only
half of the NSS estimate for this region.
Quantity dataareunfortunately not given
in the reports for Sialkot and Ludhiana,
both in the Punjab which isincluded in
the North-West India region of the Cal-
cuttaReport. Intermsof value, thefamily
budget at Sialkot covering 283 families,
shows monthly expenditure of Rs. 3.84
per person or an annual expenditure of
Rs. 46.11 per person. The same at Lud-
hiana, based on 213 family budgets, isRs.
45.00. The enquiries at Sialkot and
Ludhiana were both conducted during
January to April 1944 and thetwo results
are obviously in good agreement. The
NSS estimates refer to the period from
July 1949 to June 1950. In order to make
the family budget estimates for Sialkot
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and Ludhiana comparable with the NSS
estimate, we have adjusted the former by
the index number for food at Ludhiana.
The average food index number at Lud-
hiana with base 1944, when the enquiry
was conducted, for the period July 1949
to June 1950 was 173. (Indian Labour
Gazette). When adjusted with this index
number, thefamily budget expenditureat
Ludhiana comesto Rs. 77.84 and that at
Sialkot to Rs. 79.77. Taking the two
together we might say that the annual
family budget expenditure on foodgrains
during 1949-50 at Sialkot and Ludhiana
was approximately Rs. 78.8 per person.
As compared with this the NSS estimate
for the North-West India region is Rs.
115.89 which is 45 per cent higher than
the family budget estimate. It is clear,
therefore, that the family budget esti-
matesat all thefour places, Delhi, Ajmer,
Sialkot and L udhianado not support with
the very high NSS estimate for the
North-West Indiaregion.

16. The average consumption at all
other places is round about 15 oz. and
nowheremarkedly exceeds 15.50z. Even
if the derived estimates for Gauhatti,
Cuttack and Kharakpur areall rejected as
too low, probably on account of the
manner in which they have been derived,
the average consumption in all the three
provinces of East India, namely, Assam,
Orissa and Bengal seem considerably
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below the NSS estimates. Thisis partic-
ularly true of Orissa and Assam. The
same is aso true to some extent of the
estimates in Madhya Pradesh. Family
budget enquiriesat Jubbul poreand Akola
both give estimates of foodgrain con-
sumptionvarying between 15to 15.5 0z,
which is considerably below the NSS
estimate.

As was aready noted the reports on
family budget enquiries at the four
centres in Bombay State, namely,
Bombay, Ahmedabad, Sholapur and
Jalgaon, do not give the quantities of
foodgrains consumption. The enquiries
at all the four places were conducted
during the period from January 1944 to
February 1945. Monthly expenditure on
foodgrains per family based on a large
number of family budgetsisavailablefor
all thefour centres for this period. In the
following table we give these figures
converted to annual basis per person. The
difficulty of comparing these with the
NSS estimate for the West India region
are aggravated by the fact that the Cost
of Living and Food Indexes for these
centres are published with 1939 as the
base and not 1944 as in the case of other
centres. In two adjoining columns of the
following table we give the average food
indexesfor these centresfor theyear 1944
and the period from July 1949 to June
1950. (Source: Indian Labour Gazette,
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August 1950), to which the NSS esti-
matesrelate. Inthe next column aregiven
the indexes with base shifted to 1944 by
the link method. In the last column are
given the annual per person expenditures
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obtained by adjusting the reported
expenditures by this index. They are
therefore comparable with the NSS esti-
mate.

TableV.
Derivation of the Family Budget Expenditure on Foodgrains at four Centresin Bombay State,
for the Period July 1949 to June 1950 by Adjusting for the Food I ndexes

Centre Number of Annua Average Average Average Expenditure
family bud-  per person Foodindex Foodindex Foodindex onfoodgrains
gets expenditure for 1944 for 1949-50 for 1949-50 1949-50
onfoodgrains Base=1939 Base=1939 Base=1944 Rs.
in 1944 Rs.

D 2 (©) 4 ©) (6) )
Bombay ... 2,080 47.81 235 332.8 141 67.54
Ahmedabad ... 1,820 46.23 326 412.4 1.26 58.49
Sholapur ... 778 36.61 297 437.1 1.47 58.87
Jalgaon ... 338 33.92 303 458.7 151 51.35

Thus, the estimated annual per person
family budget expenditure on foodgrains
during 1949-50 would be Rs. 67.54 at
Bombay, Rs. 58.49 at Ahmedabad, Rs.
53.87 at Sholapur and Rs. 51.35 at Jal-
gaon. The NSS estimate for the West
IndiaregionisRs. 58.40 and isobviously
in good agreement with the above esti-
mates derived from family budget
enquiries.

In conclusion we may therefore note
that the results of the family budget
enquiries in general do not support the
NSS estimates in certain regions where
they arerelatively very high.

17. With the publication of the Report
onthePoonaSchedulesof theNSS, it was
natural to expect that some independent
verification or otherwise of the Calcutta
NSS estimates might be available.
However, unfortunately for several rea-
sonsthetwo setsof resultsarenot directly
Comparable. Nevertheless it might be
useful to present the results in the Poona
Report for comparative purposes.

18. The printed volume of the Poona
Report gives only the al India averages
of all the items appearing in the Poona
Schedules. But in a memographed vol-
ume of State Tables are given all tables
for 17 States or groups of States
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separately. By combining the States or below a comparative statement of the
groupsof Statesinto thepopulationzones Poona and the Calcutta estimates for the
adopted in the Calcutta Report we give Six regions.

TableVI.
Annual Consumer Expenditure on Foodgrains per Family
According to Poona and Calcutta Reportson NSS

Region Poona Estimate Calcutta Estimate Poona estimate as
Rs. Rs. percentage of
Calcutta estimate
1) @) ©) e

1. North India... 217.07 456.99 47.50
2. East India 187.09 552.99 40.86
3. South India 204.67 367.71 55.66
4. West India 111.22 319.28 35.02
5. Central India 201.56 341.68 58.99
6. North-West India 223.99 610.82 36.67
187.55 442.61 42.37

19. To begin with, we should note that
as the Poona Report gives estimates in
terms of value only and not in terms of
guantities, we shall compare the two
seriesof estimatesintermsof valueonly.
Secondly, the Poona Report in Table
C-XIIl gives estimates of consumer
expenditure on anumber of itemson the
basisof weekly reportingonly. Theabove
estimates are therefore obtained by
multiplying by 52 the weekly estimates
appearing in the Report. This should be
regarded as no more than a convenient
way of making the comparison. Other-
wisethetwo sets of estimatesrefer to two
different periods; the Calcutta estimates
refer to the period from July 1949 to June
1950, and the Poona estimatesrefer to an

average week during the period from
October 1950 to March 1951. The two
periods are not, therefore, strictly com-
parable. Another important reason why
the two sets of estimates are not
comparable is that while the Calcutta
consumer expenditure includes con-
sumption of purchased as well as home-
grown commodities, the Poonaestimates
refer only to purchases. There are also a
few minor pointsof differenceinthetwo
schedules, - investigational methods and
tabulation procedures, - which make the
two sets of estimates not strictly compa-
rable. Briefly, therefore, for various rea-
sons the two sets of estimates are not
comparable in absolute terms. Hence, in
the following section what we shall
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attempt is to compare relative positions
of different regions in the two series of
estimates. For this purpose, in the last
column of the above table we have
expressed the Poona estimates as a per-
centage of the Calcutta estimates.

20. The regiona variation in the Cal-
cutta estimates has already been com-
mented upon. In respect of the Poona
estimates we should note that except for
the very low figure for the West India
region, the estimatesfor the other regions
are in close mutual agreement and show
much less variation than shown by the
Calcuttaestimates. It seems possible that
the Poona estimate for the West India
region is in fact an under estimate. It
should be noted that the Poona estimates
refer topurchasesonly. A possiblereason
for the under estimation in West Indiais
the foodgrain controls which were
reportedly operative in Bombay State
moreeffectively thaninmost other States
inIndia.

21. Considering now the last column
of the above table, we find that in South
Indiaand Central India, where the Poona
and the Calcutta estimates are both in
good internal agreement, the Poona
estimates form between 55 to 60 per cent
of the Calcutta estimates. In West India
region, this percentage is only 33.56 and
must be explained by the possibility of
the Poona estimate being too low in this
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region. As has been pointed out, due to
the more rigorous enforcement of food
controls, there was a possibility that a
large number of purchases outside the
scope of the law, would not be reported.
Asthe Poonaestimatesincluded only the
purchaseswhilethe Cal cuttaestimatesall
consumption, it is also obvious that on
this account the Poona estimates would
suffer to a greater extent. As a conse-
guence we should expect that the Poona
estimatewould formasmaller proportion
of the Calcutta estimate.

22. In the three other regions, namely,
the North-East and the North-West India
regions, the Poona estimates bear rather
low proportions to the corresponding
Calcutta estimates. This is particularly
true of the East Indiaand the North-West
India regions and the general evidence
therefore point out in the same direction
as indicated by the ICMR studies in the
East Indiaregion and the Family Budget
enquiriesinthe North-West Indiaregion.

23. To sum up, the evidence furnished
by the ICMR diet studies, the family
budget enquiries conducted by the
Department of Labour and, to a smaller
extent, the results of the Poona NSS
giving expenditure on purchases of
foodgrains in different regions, al sug-
gest the possibility of the Calcutta NSS
estimates being too much on the higher
sidein at least three regions namely, the
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North, East and the North-West India. If
true, it isthese high estimatesin the three
regionswhich would appear to belargely
responsible for pulling up the all India
estimate to the rather high figure of 18.3
0Z. per person per day.

24. If it istrued as it appears from the
discussion above, that the Calcutta NSS
estimates of foodgrains consumption in
India were over-estimates on account of
the over-reporting of foodgrains con-
sumption in the Calcutta Schedules, it
might be pointed out, that the full extent
of such overstatement of consumption
has not become apparent in the Calcutta
Report onaccount of acertain errorinthe
tabulation on which the Calcutta results
were based. As was earlier pointed out
theCalcuttaestimatefor all Indiaisbased
on a sample of about 3,150 families
distributed in 1,085 villages spread all
over India.

In each of the sample villages three
families were selected for the enquiry
into consumer expenditure. Of these two
were non-agricultural and only one was
agricultural. Hence out of the total of
about 3,150 families on which the all
Indiaestimate of 18.3 0z. wasbased, only
one-third were agricultural while two-
thirds were non-agricultural. In rural
India, the proportion of the agricultural
and non-agricultural families would be
approximately the reverse; that isto say,
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about one-third of the families would be
non-agricultural and two-thirdswould be
agricultural. It is obvious therefore that
the Calcutta NSS sample of families, on
which was based the estimate of con-
sumer expenditure, was disproportio-
nately loaded with non-agricultura
families. It should have been possible to
correct for this bias in the sample by
approximate counter-weighting in the
tabulation. Presumably this has not been
done. As aresult the average of 18.3 oz.
per person per day is heavily biased in
favour of the non-agricultural families. It
might be expected on general grounds,
and some statistical evidence might also
be put forward in its support, that the
non-agricultural  families  generally
speaking being the poorer would be liv-
ing at alower level of consumer expen-
diture including the expenditure on
foodgrains.

A separate tabulation of the Poona
Schedules for the agricultural and non-
agricultural families, for instance, shows
that the expenditure on purchases of
foodgrains by the two groups of families
is approximately the same; if anything it
is somewhat smaller for the non-
agricultural families. On all other items,
the expenditure by the non-agricultural
families appears to be considerably
smaller than that by the agricultural,
families. In respect of foodgrains, we
should note that it is, the purchases of
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foodgrains which are about equal for the
two groups of families. If we take into
account the consumption of the home-
grown foodgrains, asit isincluded inthe
Calcutta estimates, it is obvious that it
would be substantially larger for the
agricultural families. If thisistrue, it is
obviousthat in acorrect tabulation of the
Calcutta Schedules, where the agricul-
tural families are given their due
weightage, the average consumption of
foodgrains per person per day would
appear to be considerably higher than
18.3 0z. The error in the tabulation must
therefore, be regarded a fortunate cir-
cumstance in so far as it prevented the
Calcutta NSS results furnishing an even
more absurdly, high estimate.

25. As was earlier pointed out the
Cacutta NSS estimate of foodgrains
consumption isbased on the responses of
sample of about 3,150 families to ques-
tions regarding their consumer expendi-
tureon alargenumber of itemsduringthe
period from July 1949 to June 1950.
These questions were put to these fami-
liesinasinglevisit paid sometimeduring
October 1950 to March 1951. Thus the
reference period of the enquiry was not
only too long but in most cases was far
removed from the time of the enquiry.
The merits of such a procedure are now
well known and we shall not dwell on
them any more. However, there appears,
inthisconnection, asignificant remark in
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the Calcutta Report and it seems worth-
while examining the point of view pres-
ented in it. The Calcutta NSS Report,
after furnishing evidence to support its
estimate of foodgrain consumption
states: "An average consumption of 8.9
chhataks or 18.3 0z. per person per day
in the rural areas of India as obtained in
thissurvey may not bean overestimation.
On the contrary, it may well be that this
figure is an underestimation for reasons
explained below. Thereference period of
thissurvey wasayear namely, July 1949
to June 1950. There is a school opinion
which is definitely of the view that
households cannot remember the quan-
tities of consumption for such a long
period as one year; and hence, in
supplying information to investigators,
they make omissions. Therefore,
according to this schoal, it is likely that
the figures of consumption would be
underestimates.” (page 75, Calcutta
Report). We are not acquainted with the
leaders of this school but it certainly
appearsto usastrange way of reasoning.
When an investigator asks such a ques-
tion as, say, "What was your total con-
sumption of rice or refreshments during
theyear beginning with July 1949to June
1950" respondent does not proceed by
remembering all occasions on which he
or hisfamily aterice or refreshmentsand
the several quantitiesthereof and then by
adding thesetogether. If hedid, onecould
visualise how he would forget some of
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the occasions on which he ate refresh-
ments, if he remembered the remaining,
and how that might lead to an
under-reporting. In fact, however, the
respondent does not proceed thus, and it
would be absurd to imagine hisdoing so.
In most cases, the respondent has never
added together any such items for any
length of time. Therefore, when pressed
by theinvestigator, what he reportsis not
atotal of factual items but only what he
thinks to be a plausible whole figure. In
arriving at such a plausible figure he
receives no small assistance from the
investigator who often asks him a plau-
sible monthly figure which by suitable
multiplication is then converted into an
annual figure. The normal response of an
average respondent under such circum-
stances cannot, therefore, be more than a
plausible guesswork. In this context,
‘plausible’ does not mean more than ‘ not
obviously suspect’; in particular it does
not mean ‘free from bias'. In fact, in so
far as it is a guess and not a reported
tangible fact, it would be seldom free
from bias. That is a patent fact of human
guesswork. For instance, there is the
normal bias of overstating expenditure
and understating receipts. In addition
there might exist special circumstances
such asfood controlswhich might impart
specific biases to the response. The
manner in which arigorous enforcement
of foodgrains controls might affect
reported expenditure on purchases of
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foodgrains has been clearly indicated.
This same circumstance, particularly the
compulsory procurement of surplus
foodgrains from the cultivators, has the
contrary effect of inducing overstate-
ments of the foodgrains requirements. It
appears, therefore, that the Calcutta
estimates based as they were not on
factual reporting but on plausible guess-
work by a sample of families, were
affected by such norma and special
biases.

26. In so far as the estimates of con-
sumption of foodgrains in the rural area
are concerned, we do not think that the
use of a shorter reference period such as
a month or a week would considerably
eliminate such biases as these. This is
because the consumption of foodgrains
in rural area comprises largely the con-
sumption of home-grown foodgrainsand
thislatter isnot an accountable operation
or a transaction, as, for instance, is the
purchase of foodgrains. Therefore any
enquiry into consumption of foodgrains
inrural area, short of by entering into the
kitchens and measuring the quantities
being used, is likely to involve consid-
erable guesswork on the part of the
respondents, and hence is likely to be
affected by consequent biases. It seems
therefore, altogether inappropriatetrying
to check the production estimates of
foodgrains against such consumption
estimates.



CERTAIN MODIFIED FORM S OF BINOMIAL
AND POISSON DISTRIBUTIONS

V. M. Dandekar
Gokhale Institute of Politics and Economics, Poona

1. If pisthe probability of successin
a single trial, the probability of x suc-
cessesin nindependent trialsis given by
the Binomial distribution

Px)="cP*q" " ,x=0,1,...,n.

The limiting form of this distribution
when

N — o, p—0,suchthat np=p

is the Poisson distribution
P(x)= e‘“%,x =0,1,2,...,adinf.

In the following are developed two
modified forms of these distributions
under certain conditions affecting the
independence of successivetrials.

2. Let p bethe probability of asuccess
inasingle trial with the condition that if
atrial actually resulted in asuccess, then
for the subsequent (m-1) trials the prob-
ability of success would be zero. It is
obvious that under this condition the

successive trials would no longer be
independent. It is required to find the
probability of x successesinnsuchtrials.

3. Let P(x, n) be the required proba-
bility, namely, of exactly x successes in
ntrialsand

F(x,n)= i P(r,n) = the probability of
r=0
not more than x successesin ntrials.

Consider now a sequence of n trias. If
there is no success in the first (n-xm)
trials, clearly there cannot be more than
X successes it the whole sequence of n
triads. On the other hand, the probability
that the first success is scored after s
initial failures where s < (n-xm) and that
there are not more than (x-1) successes
afterwards will be given by
P F (x-1, n-m-s).
Hence, we have the relation

n-xm-1

F(x,n)= 82,0
where F(0, n) = P(0, n) = ¢f

pg®(x —1,n —m—s)+F(0,n —xm)

Thisgives
FOn=d,

Reprinted from Sankhya: The Indian Journal of Satistics, Vol. 15, Part 3, 1955.
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F(,n)= 8§0 pg®F(O,n—m-s)+F(n-m)

=(n-mpg" "+q"""

=g"""[1+(n-m)p],

n-2m-1

F@2,n)= Sgo pg®F(1,n —m—-s)+F(0,n—2m)

n-2m-1

= 2 pq
8=0

= q“‘zm[1+ (n—2m)p +

etc. Ingeneral

n—-xm

F(x,n)=q

(n—=xm)(n—-xm+1) p2

8 \n-2m-8

q [1+(-2m-s)p] +q" "

(N =2m)(n - 2m+1) 2]
2 p

[1+ (M —xm)p +

+...+

2!

+(n—xm)(n—xm+1)...(n—xm+x—1)IO

that is the first (x+1) terms in the
expansion of

qn —xm(l _ p)(n —xm).

The above relation istruefor all integral
values of x for which n—xm>0. For

1,

X!

4. In many dSituations, instead of a
series of discrete chances, an individual
is exposed to a continuous chance with
actual occurrences of the event followed
by periods of immunity. For instance, in
problems of industrial accidents, a

larger values of x for which n-xm < 0, Worker might be supposed to be contin-

clearly
F(x,n) = 1.
From thisthe required probability P(x, n)
isgiven by
P(x, n) = F(x, n) - F(x-1, n).

uously exposed to therisk of an accident,
an actual accident being followed by a
period of immunity. In such cases, the
probability of meeting with x accidentsin
a given period of time may be obtained
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as a Poisson limit of the above modified
Binomial distribution. The limiting form
of F(x, n) above, when

neoopeo,np:k,%ek

iseasily seento be

(1—xky 2
x!

LtFeon) =F() = e"l’””{u A-XKA+...+
which are the first (x+1) terms in the
Poisson series with p=(1-xk)A. As
applied to problems of industrial acci-
dents, therefore, the modified Poisson
distribution gives the probability of
meeting with X accidents in a given

x 1 —xk)®\®

Wehave F(x)=e %"
8-0 sl

OF(x) _
Hence S =(1-xk)e

OF (x) - —-xon (L= xXKYX
ok x!
8P(x) _8F(x) SF(x-1)

8 8 S\
8P(x) _8F(x) SF(x-1)
8k ok Sk

xe

Further

and

The usual method of successive approx-
imations (illustrated in Rao, 1952,
Chapter 4) to obtain the maximum
likelihood estimates thus becomes ame-
nable to systematic computation.

6. In the application of these distrib-
utions to observed material an important
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period, with aninfinitesimal chance of an
accident at every instant, with the con-
dition that if an individual actually met
with an accident at any instant, he
remai ned immuneto any further accident
for a subsequent fraction k of the total
period under observation.

5. Infitting thedistribution to observed
data, the two parameters A and k shall
have to be estimated. It is possible to
obtain maximum likelihood estimates by
means of successive approximations.

_a—xion (L= XK)A*
x!

point must be bone in mind. In the
derivation of the modified binomial in
section 3 above, it was presumed that the
probability of success in the first trial
under observation was p and not zero.
This would be so if the first trial under
observation were also thefirst trial of the
experiment or more generally, if thefirst
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trial under observationwerenot preceded
by a success in one of the (m- 1) trials
preceding the beginning of observation.
In observational material this condition
in general would not be satisfied. In the
problems of industrial accidents, for
instance, some of theworkersmight have
met with an accident not long before the
period of observation so that they were
immune to accident for some time at the
beginning of the observational period.
The observationa record in such cases
would, therefore, be as though an
experimenter were giving a number of
trials to a certain event under given
probability conditions while an investi-
gator suddenly stepped in, observed a
sequenceof ntrialsand noted the number
of occurrences of the event. It is not
impossible, therefore, that some of the
first tridls which the investigator
observed were some of those (m- 1)
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asequence, wemay haveasuccesseither
inthefirst, second, ... or inthe(m- 1)th
trial or no success at all. Let
P, = the probability that we have
asuccess in the x-th trial.
m-1 = the probability of a success
P= xgl P during the abrupt sequence of
(m-1) trias.
Q =1 - P=theprobability of no success
during the abrupt sequence of
(m-1) trias.

Next consider the sequence of (m- 1)
trials. immediately following the first
sequence. The probabilities P, for this
latter sequence must be the same asthose
of the former.

Hence
I:)1 = Qp’
P,= (P, + Qg)p = Qp,

followingan actual occurrenceand hence ..

having a zero probability of occurrence.
Itisobviousthat thedistributionsderived
above would not be applicable to such
cases as these. Let us call such an
observed sequence, an abrupt sequence
and derive the probability of x successes
inanabrupt sequenceof ntrialsunder the
same probability conditions as before.

7. To begin with let us consider an
abrupt sequence of (m- 1) trials. Insuch

I:)x = (Px-l + I:)x-2 q ST Qle)p

= Qp’
where p is as before the probability of
success in a single trial not one of the
(m-1) immediately following an actual
success and g = 1-p. Hence
P,=P,=...=P,=Qp

m-1
Therefore P = Y P,=(m-1)Qp.
x=1

Q=1-P=1-(m-1)Qp.
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1
Therefore Q—m
. m-Dp
and 1+(m-1)p.

We might state this result as atheorem.

Theorem: In an unending sequence of
trialswith probability of successinatrial
either zero or p, according asthetrial is
or is not one of the (m1) immediately
following an actual success, the proba-
bility of success in any (m-1) successive
trialsisgiven by

_ (m-1)p
1+(m-1)p
8. Next let
Pou(x, n) the probability of exactly x
=successes in an  abrupt

sequence of ntrials, and

Fou(x, n) i P,(x,n) = the probability
x=0

= of not morethan x successesin

an abrupt sequence of it trials.

The conditions of Fou(x, n) are satisfied if
whatever happensin thefirst (m-1) trials
of theabrupt sequencewedo not get more
than (x-1) successes in the remaining
(n-m+ 1) trials. There remains then one
caseto betakenintoaccount, namely, that
wehavenosuccessinthefirst (m-1) trials
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but have exactly x successes in the
remaining (n-m + 1) trials. We have,
therefore, the relation

Foux, n) =Fa (x- 1, n-m+ 1) + QP (X,
n-m+ 1)

and Fo(0,n)=QP(O,n-m+1)=Qq" "**

n-m+1

_ 9
1+(m-1)p

We thus have

Fo(l,n)=FaO,n-m+1)+QP(L,n—-m+1)
=QP(O,n-2m+2)+QP(L,n-m+1)
=QP(L,n-m+1)+P@O,n-2m+2),
Fo(2,n)=Fa@l,n-m+1)+QP(2,n-m+1)
=QP2,n-m+1)+PA,n-2m+2)+P(O,n-3m+3) etc.

In general we have

Fo(x,n)=Q i P(x-s),n—(8+1)(m-1).
8=0

This might be compared with

F(x,n)= 8%P(x -8,n).

9. In order to obtain the corresponding
Poisson limiting form, we proceed a~
follows:

Fo(x,n)= QéOP(x—s),n —-(s+1)(m-1)

Let
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P (X,Nn) = io F.(X,n)

Y P(x—8),n—(8+1)(m-1)

x=08=0

Nk

=Q

Q i Fx-8,n—-(8+1)(m-1).
8=0

Hence

Lt ®,(X,n) = Dy(X)

n—o

e_(l_mk)x X X—S(:L—mk)t7\’t

From this the required probabilities are
obtained by the relations

P(x(x) = Fu(x) - Fu(x - l)

and F,(X)=® (X)—D (X —1).

10. For the purpose of obtaining the
maximum likelihood estimates of the
parameters A and k, we have the follow-

ing.
50, o X (X F TR
@k 2y ) - (1= xF Tpe T 3, X HION
(8 * t=0 t!

50, o AxF TN
and (l+k?»)75“k(x):7L<I>a(x)+(><+1)?»e"1’“’“”20(1 Xtﬁlk)k

By means of these the maximum likeli-
hood estimates might be obtained by the
standard procedure of successive
approximations.

11. It will be appreciated that in
problemswhere the kind of distributions
derived above areapplicable, itisintheir

CERTAIN MODIFIED FORMS OF BINOMIAL AND POISSON DISTRIBUTIONS

115

second form, namely, in an abrupt
sequence or an abrupt period of obser-
vations, that they will be found generally
to be more appropriate.

12. Thesedistributionswereoriginally
derived in connection with certain fre-
guency distributions obtained in afertil-
ity enquiry.n1945, the Gokhalelnstitute
of Politics and Economics conducted as
part of acomprehensive Socio-economic
Survey of Kolhapur City, anenquiry into
human fertility. A ten per cent random
sampleof householdswassel ected for the
purpose. From among the selected
househol dswas obtained, in respect of all
women of fertile ages, their fertility his-
tory duringthefiveyear periodfrom 1941
to 1945. The results of the enquiry are
published in a publication of the Institu-
te*

13. Due to the fact that in the case of
each woman fertility record of fiveyears
wasobtained, it waspossibleto distribute
the women of any age-group according
to the number of births given by them
during the five year period. It was then
natural to enquire whether suitable
probability distributions could be found
to fit these frequency distributions. To
begin with, Binomial distributions were

A Socio-economic Survey of Kolhapur City Part | - Population and Fertility. By N. V. Sovani, Gokhale | nstitute of Politics

and Economics Poona.
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fitted with probabilities given by the
age-specificfertility ratesand withn =5,
that being the number of years in the
period of enquiry. The fits were al
unsatisfactory. Allowance was then
made for the fact that probabilities, that
isthe age-specificfertility rates could not
remain the same during the five year
period, as the women advanced in age.
However, this failed to effect any
appreciable improvement. It was then
natural to doubt the validity of taking it
=5, for obviously there was no reason to
suppose that five years should mean
necessarily, five independent chances of
confinement or delivery. Fresh Bino-
mials were, therefore, attempted with n
and hence also p | eft to be estimated from
the observed distributions. This proce-
dure yielded different values of n for
different age-groups, and while in some
cases the values were positive, though
fractional, in others they were actually
negative. No interpretation could be put
on such negative values of n. Moreover,
the fits also were not very satisfactory.
This failure led to doubting the hypoth-
esis of independent trials and it is in
search of a suitable hypothesis with
non-independent trials that the above
distributions were obtained.

14. In obtaining the distributions of
women according to the number of con-
finements experienced by them during a
given period and under given fertility
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conditions, the most important factor for
which an allowance must be made isthe
physiological fact of reproduction that a
woman is not; and cannot be exposed to
the chance, of becoming pregnant while
sheisaready pregnant and perhaps also
for sometime after she has delivered. It
will be readily seen that the manner in
which the independence of successive
trials is modified in the above distrib-
utions makes an allowance for this fact.
In their fitting to the observed
distributions, however, the modified
distributions derived above do not, fit
well and in fact do not afford any con-
siderableimprovement over the ordinary
Binomia The falure of these
distributions in fitting to the observed
datais, inthiscase, possibly partly dueto
thefact that noallowanceismadeinthese
distributions for the circumstances that
the fertility or pregnancy rates do not
remain constant over thefive year period
under observation. Also, it appears that
some allowance must be made for the
sterility cases if satisfactory theoretical
distributions areto be derived to fit these
particular ~ frequency  distributions.
Therefore, in the following section, in
giving these observed distributions and
the corresponding fits of the theoretical
distributions, the purposeisnot morethan
to illustrate the procedure of fitting the
derived distributions.
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15. Weshall illustratethe procedure by
considering the group of women in the
agegroup 26-30. Therewere 369 women
of this age group in the sample. In the
following table we give the distribution
of these women according to the number
of children born to them in the five year
period preceding the date of enquiry.

Table 1. Distribution of Number of Children for
Women in the Age Group 26-30

number of children number of women

during five years (n)
)
(1) )
0 105
1 114
2 118
3 29
4 3
total 369

16. Tn order to fit thefirst form of the
modified Poisson distribution, the fol-
lowingtrial valuesweretakenfor thetwo
parameters to begin with

A=1.22; k=0

That Isto say to begin with the ordinary
Poisson was fitted. The set of improved
valuesafter thefirst cycleof fittingswere
as under:

A =1.4745; k0.1750.
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In Table 2 are shown the values of A
and k, obtained at the end of successive
cycles of fitting.

Table 2. Successive Valuesof A and k in Fitting
First Modified Form of Poisson to Data of Table 1

cycle A k
number

1) %) ©)

0 1.2200 0.0000

1 1.4745 0.1750

2 1.3859 0.1958

3 1.4395 0.1348

4 1.4261 0.1254

5 1.4133 0.1192

6 1.4218 0.1217

In Table 3 are given the observed fre-
guencies and the expected frequencies
based on the values of A and k obtained
at the end of the sixth cycle.

Table 3. Fit of the First Form of The Modified
Poisson Distribution to Datain Table 1

number of observed expected
children frequencies frequencies
(x) (n) (m)
1) @) ©)
0 100 89.0
1 114 149.0
2 118 95.9
3 29 30.1
4 or more 3 50
total 369 369.0

x*=17.0, df.=2
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Obvioudly the fit is not satisfactory.

17. In order to fit the second form of
the modified Poisson distribution,
namely, in an abrupt period of observa-
tions, a beginning was made with the
following values of the parameters:

A=1.4218, k=0.1217

namely the values finally used in fitting
the first form of the distribution. Only a
single cycle of fitting was carried
through. The revised values of the
parameters are

A=1.4211, k =0.1182.

In Table 4 are given the observed fre-
guencies and the expected frequencies
these values of the parameters.

Table 4. Fit of the Second Form of the Modified
Poisson Distribution to Datain Table 1.

number of observed expected
children frequencies frequencies
(x) (n) (m)
1 2 ©)
0 105 90.2
1 114 148.8
2 118 95.2
3 29 29.7
4 or more 3 50
total 369 369.0

x*=162, df.=2
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Thusthe second formagain doesnot give
a satisfactory fit to the derived distribu-
tion and in particular does not effect any
considerableimprovement over thefit of
the first form.

18. The two forms of the distribution
were also fitted to a similar distribution
of women in another age group, namely
in 21-25 according to the number of
children born to them during, the, five
year period preceding the date of enquiry
(Socio-economic survey of Kolhapur
City). Therewere 465 women, of thisage
group in the sample. In Table 5 give the
observed frequency distribution, and
expected frequencies on the basis of the
two forms of the modified Poisson dis-
tribution.

It is obvious that as in the previous case
both the forms of the distributions do not
fit well to the observed data, it should be
noted nevertheless that the values of k in
the two cases lie between 0.12 and 0.16.
Theperiod of observation wasof 5years,
so that the period of "immunity” indi-
cated by the value of k is seen to be
between 6 and 8 months.



VOL. 32NOS 1&2

CERTAIN MODIFIED FORMS OF BINOMIAL AND POISSON DISTRIBUTIONS

119

Tableb. Fit of the First and the Second for ms of the M odified Poisson Distribution to the Distribution
of the Number of Children Born to Women in the Age Group 21-25

Number of Children Number of Women | Form Expected Il Form Expected

(x) (n,) Frequency (m,) Frequency(m,)

(1) @ 3 @

0 102 91.2 91.1

1 158 188.7 188.8

2 166 137.6 137.6

3 35 423 422

4 3 51 51

5 or more 1 0.2 0.2

total 465 465.1 465.0
A =1.6292 A =1.6292
k=0.1583 k=0.1571
X =13.69 X =13.68
df.=2 df.=2

19. Though the two forms of the
modified Poisson distribution are seen to
give rather unsatisfactory fits to the
observed data for which they were orig-
inally derived, it was thought that they
might be found to give more satisfactory
fits to some of this other situation to
which the ordinary Poisson distribution
is found to be not much suited. The first
form of themodified Poisson distribution

was therefore fitted to three well known
frequency distributions. Aswill be seen,
very satisfactory fits are obtained in all
the three cases.

20. Firstly, we shall consider the
Greenwood and Yule (1920) data of
accidentsto 647 womenworkingon H.E.
Shells during 5 weeks. The results are
shownin Table 6.
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Table 6. Accidentsto 647 Women Wor
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king On H.E. ShellsDuring 5 Weeks

Expected Frequency
Number of Observed Ordinary Negative Modified
Accidents Frequency Poisson Binomial Poisson
D 2 (©) (4) ©)
0 447 406.4 442:9 446.5
1 132 189.0 1385 1331
2 42 43.9 44.4 43.7
3 21 6.8 14.3 15.0
4 3 0.8 4.6 5.2
5 or more 2 0.1 23 29
Total 647 647.0 647.0 647.0
X2 =4135 X2 =3.675
df.=2 df.=2
Theobserved frequenciesaregiveninthe c p|: P p(p+1)
— 111
second column and the expected fre- | 1] |7 c+1 21 Cc+1)

guencies on the basis of the ordinary
Poisson distribution aregivenin thethird
column. The latter obviously provides a
very unsatisfactory fit, a possible reason
for which is that the liability of individ-
uals to accidents might vary. As a
working hypothesis it was supposed that
the population is composed of individu-
als with different degrees of accident
proneness, represented by different
valuesof A inaPoisson distribution and
further that in the population the distri-
bution of A is given by

oF =S -1y,
I'(p) ’

The supposition leads to the negative
Binomial given by

0<A<e

The expected frequencies given in the
fourth column of the above table are
based on this distribution and evidently
are in amuch better agreement with the
observed frequencies.

21. The frequencies shown in the last
column of the table are based on thefirst
form of the modified Poisson distribution
and show further improvement in the
agreement with the observations. In
judging thefits of the negative Binomial
and the modified Poisson it should be
noted that both the distributions havetwo
parameters, ¢ and p in the case of the
negative Binomial and A and kinthe case
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of the modified Poisson. The values of A
and k in the present case are A = 0.3708
and k = -0.4613.

22. The second frequency distribution
to which the modified Poisson distribu-
tionisfitted in itsfirst formisthe data of
Whitaker (1914) on the number of death
notices of women, 80 years of age and
over in the London "Times' on each day
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for three consecutive years. The ordinary
Poisson distributionisseento giveavery
poor fit to this distribution. Schilling
(1947) hasshownthat thedistribution can
be very satisfactorily explained as the
sum of two Poisson distributions. In
Table 7, we reproduce the observed dis-
tribution, and the related theoretical dis-
tributions.

Table 7. Death Notices of Women, 80 Years of Age and Over in the London " Times' on Each Day for
Three Consecutive Years

Number of Death Number of Days Ordinary Sum of Two Modified
Notices Poisson Poissons Poisson
1) @) ©) ) ©)

0 162 121 163 155.14
1 267 267 266 276.21
2 271 294 259 269.44
3 185 216 193 190.87
4 111 119 117 109.87
5 61 52 59 54.56
6 27 19 26 24.25
7 8 6 9 9.87
8 3 2 3 3.75
9 1 1 2.04
1096 1096 1096 1096.00
X2 =1.389 X2 =273
df.=4 df.=5

In the last column of the table are given
the frequencies on the basis of the
modified Poisson. It is obvious that the
fit though satisfactory is not better than
the fit by the sum of two Poissons. It
should nevertheless be noted that while

the sum of two Poissons makes use of
three parameters, the modified Poisson
involved only two. When alowance is
made for this fact, it will appear that the
goodness of fit of modified Poisson, as
judged by the X? , isasgood asthat of the
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sum of two Poissons. The values of the
parametersin the present case are

A =1.9551; k=-0.04675.

23. The third frequency distribution to
which the first form of the modified
Poisson has been fitted is based on the
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Bell Telephone Company dataregarding
"lost articles found in the Telephone and

Telegraph Buildings, New York City."

(Thorndike, 1926).

In Table 8, we give the dataand the fit
of an ordinary Poisson distribution.

Table 8. Lost Articles Found in the Telephone and Telegraph Building, New York City

No. of Lost Articles No. of Days Ordinary Modified
Poisson Poisson
(1) @ 3 )
0 169 149.84 166.26
1 134 155.50 140.41
2 74 80.69 72.08
3 32 27.92 29.21
4 11 7.24 10.31
5 2 1.50 3.32
6 0 0.26 0.99
7 1 0.05 0.42
total 423 423.00 423.00
Xt =9.28 Xt =073
df.=3 df.=2

In the last column of the table are shown
the frequencies based on the modified
Poisson. It is obvious that the fit is very
satisfactory.

24. 1t will be noted that in all the three
cases above, k has a negative value.
Therefore, though in these cases the
modified Poisson distribution is seen to

giveasatisfactory fittothe observed data,
the interpretation of the negative values
of k is not clearly apparent from the
manner in which the distribution was
initially derived. Nevertheless, it seems
that it isnot impossiblein each particular
case to put an appropriate, though
somewhat more artificial, interpretation
on the negative value of k.
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SUMMARY

Two modified forms of the Binomial
and the Poisson distributions are derived
under specified conditions affecting the
independence of successivetrialsand are
shown to give satisfactory fits to three
frequency distributions to which the
ordinary Poisson distribution is known
not to give a satisfactory fit.

My thanks are due to two of my stu-
dents H. Ramamurthy and R. G. Nara-
simhan for their assistance in doing the
numerical work in this paper.
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A SURVEY OF RURAL HOUSING IN A DECCAN VILLAGE

V. M. Dandekar

1.1 There are only afew housing stu-
diesdoneinthiscountry and very few of
them relate to rural housing. The present
oneisintended to be a carefully worked
out study of rural housing in avillage in
the Bombay Deccan. Though the results
pertainto asinglevillage, it ishoped that
they will be found of some value. The
principal interest of thestudy is, however,
methodological. In its method, it is per-
haps unique in so far as it is based on
actual quantitative measurements of the
houses and their detailed valuations.

1.2 In the second section is given a
brief description of the village Khandali
and the lay of its houses. In subsequent
sections is presented survey material
relating to Public buildings, Non-
residential private structures, Unoccu-
pied structures, and Residential houses
respectively. In the last section the
situation is summarised.

2. Village Khandali

2.1 Khandali isavillage in Malshiras
taluka of Sholapur district in Bombay
State. It is situated on the Sangola-
Indapur road andis21 milesfrom Indapur

and 4 % miles from Akluj which is an

Reprinted from Deccan Bulletin Vol. XIV, No. 2.

important marketing centre. The cele-
brated Pandharpur isonly at adistance of
24 miles. Thevillageisserved by theNira
Right Bank Canal No. 1 and grows sug-
arcane as the principal irrigated crop. It
isin the vicinity of two sugar mills one
at Malinagar and another at Borgaon,
bothonly at adistanceof three milesfrom
the village on either side. Therainfall in
the areais scanty and theregionisliable
to frequent draughts and famines.

2.2 The village lands measure nearly
4,400 acres. Of these about 4,035 acres
are cultivable and 365 acres are not cul-
tivable. Of the latter, 126 acres are un-
culturable waste, 128 acres are occupied
by the Nira Right Bank Cana which
serves the village, 27 acres are under
small streams, 26 acres are occupied by
railway, 22 acres are reserved as free
grazing and 13 acres are under roads and
paths. The burial and burning grounds
occupy about an acre. The remaining 22
acres comprise what is called the village
sitein which are situated the bulk of the
village houses.

2.3 The population of the village
according to 1951 censusis 2,023. There
are 355 houses and 420 households. At
the time of our survey in 1947-48, the
houses bore the numbers given at the
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census in 1941. They numbered from 1
to 509. Not all of these were situated on
the village site mentioned above. Only
292 houses were located in a compact
block on the village site. The remaining
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houseswere scattered al over thevillage
lands and were clustered in a number of
smaller clusters. Their details are as
under:-

In the village site proper

On village land-to the east of village site scattered
Brihan Maharashtra Sugar Syndicate Farm-labour
Bordering on the village site

On village lands-to the west of village site- scattered
On the farm of Shri Raut

Pawar wadi- in one cluster

Pimpale wadi- in one cluster

Riswadkar Settlement

Scattered al over

1t0 292

29310 330
331to0 343
34410 350
35110410
41110431
432 to 456
457 to 462
4630 477
477 to 509

2.4 Our survey covered al buildings
on the village site and afew lying on its
outskirts. The houses located on the vil-
lage site bore the census numbersfrom 1
to 292. The few houses lying on its
outskirts which we have included in our
survey were numbered from 344 to 350.
Our survey thus covers 299 census
numbered houses. The census house
numbers, it should be noted, were those
given at the census in 1941. 6 of the
numbers from 1 to 292 could not be
traced. On enquiry it was understood that
they were temporary huts standing at the
time of the 1941 census but now no more
tobefound. Asaresult, we might say that
our survey covered only 293 census
numbered houses. On the other hand,
some of the structures in the village site
which areincluded in our survey, did not
bear any census numbers. There details

are given in a subsequent section.

2.5 Even though the census numbering
is called house numbering and the num-
ber of houses appearing in census hand-
books presumably correspond to this
numbering, it should be noted that the
censushouseisnotin al easesahousein
the structural sense of theterm. Whenin
asinglestructure, for instance, morethan
one separate households stay, a separate
number isusually givento eachtenement.
On the other hand, a census number is
given even to non-residential buildings.
For clarity in terminology, we shall,
therefore, use the term "structures® for
structurally  independent  buildings.
Structureswill becalled residential if one
or more families stay in them. A resi-
dential structure or a part of it which is
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occupied by a single household will be
called a tenement. A tenement may be
either owned or rented.

2.6 In these terms our survey covered
atotal of 187 structures. As mentioned
earlier, some of these bore no census
numbers, presumably becausethesewere
in an altogether deteriorated condition
and hence unfit either for living or for any
other use. Wehave purposefully included
them in our investigation. On the other
hand, sonic of the structures comprised
more than one census numbers. In Table
1 we give a distribution of the 187
structures according to the number of
census house numbers they bore.

Table 1. Distribution of the Structures according
to number of census house numbersthey bore

Number of census Number of
house numbers structures
] )
0 23
1 91
2 43
3 16
4 9
5 1
6 1
7 3
Total ... 187

Thus 23 structures bore no census num-
ber while the remaining 164 structures
comprised a total of 298 census house
numbers.
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2.7 Details of the 28 structures not
bearing a census number were as under:-
13 private structures were in an entirely
depleted state and stood without any roof
on them. 2 public buildings, an old
building of the Local Board Primary
School and another a community sitting
placeof theMangswereinthesamestate.
Two private structuresin good condition
but not bearing a census number were a
cattle shed and a private temple. The
remaining 6 structures not bearing a
census number were all new and did not
exist at the time of the censusin 1941.

2.8 Inthe following sections, we shall
describe the physical condition and the
use or otherwise of the 187 structures
studied by us.

3. Public Buildings

3.1 The 187 structures studied by us
might be broadly divided into two cate-
gories, namely, residential and non-
residential. Residential structures are
thosein which one or more familiesstay.
Among the 187 structures surveyed, 51
were non-residential and 136 were resi-
dential. The non-residential structures
might be further classified into three
categories (i) Public (ii) Private non res-
idential and (iii) Private unoccupied. Of
the 51 non-residential structures there
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were 10, 6 and 35 respectively of thethree
categories. Inthe present section weshall
describe the public buildings.

3.2 The 10 public buildings appearing
in our survey were as under:-
1. Village Chawadi
2. Hanuman temple
3. Mahadeo temple
4. Bahirobatemple
5. Mariai temple
6. Loca Board Primary School-old
building
7. Local Board Primary School-new
building
8. Vithoba temple-now converted
into a school building
9. Magjid
10. Mang Chawadi.

Inthefollowing paragraphsweshall give
a description of their present condition,
use and management.

3.3 Village Chawadi: This, so to say,
is the village office and is the place for
transacting al official business. It is a
rectangular building of 35 x 20 feet
dimensions divided into two rooms. The
outer roomisahall of 25x 20 feet and is
open on one side. The other room mea-
sures10x 20feetandisclosedonall sides
with entrance door from the ball. The
whole building stands on a plinth of
dressed stone raised to 2 feet above the
ground level. The wall masonry is in
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dressed stone. The walls are 3 feet wide
and 10 feet in height, built of dressed
stone in mud. The roof is of mud with
ceiling of cut wood and planks. On the
front side, the roof is supported on four
wooden pillarsof 6" x 6" dimensions. The
door leading to the inner room measures

4X 2% feet. Our valuation of the building
worksto Rs. 3169.

3.4 Theinner roomis used to keep the
official papers and islocked. Thekey is
with the village Patil. The building isin
the care of the village Patil and Talathi
(Patwari) who is the revenue clerk. It is
regularly smeared with dung by the Koli
and swept by the Ramoshi. Both these
latter areinthevillage hereditary service.
The building is in good condition and
there are no repairing expenses. It is
regularly white-washed and painted. The
expenses are met through public contri-
bution. In the outside hall is kept atable
and a chair for office use.

3.5 Hanuman temple: This is a rect-
angular building with inside measure-
ments of 40 x 22 feet. In one corner there
is a closed room of 12 x 6 feet for the
priest to live in. 4 feet away from this
roomisanother closed roomof 10x 7 feet
whichistheinner temple wherethe deity
rests. The rest of the building is an open
hall withwallson three sidesand open on
one side. Thewhole building stands on a
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plinth of dressed stone raised to 2% feet

above the ground level. The Wal
masonry isin dressed stone. The outside
walls are 3 feet wide while the inside
wallsare 2 feet wide. Thefloor to ceiling
heightis10feet. Theroof isterraced. The
terrace rests on the backside wall and six
wooden pillars in front. The wooden
pillars are of good cut timber and are 6 x
6 inches. The wood used for the ceiling
isalso of good cut teak. The doors of the
inside two rooms are also of fairly good
quality timber and can be locked. A
staircase from outside leads to terrace.
Our vauation of this building comes to
Rs. 4.358.

3.6 The priest of this temple is not a
local person but an outsider who has
apparently no near relatives. He is not a
Gurav asone normally isbut is a Shimpi
by caste. He is appointed the priest and
livesintheroom providedfor. Hecollects
foodgrains or flour in the village by
voluntary contribution and cookshisown
food. Thevillagers, by contribution, also
providefor his clothing. He takes care of
the temple which includes smearing the
floor with dung and sweeping. He, of
course, also looks after the deity. In the
evening an oil lamp burns near the deity
for which villagers make cash contrib-
utions. In this village the Maratha fami-
lies bear three principal family names,
Patale and Bhonsale and Kadam. The

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

JAN-JUNE 2020

general careof theHanuman templerests
withthe Patalefamily whiletheBhonsale
and the Kadam families take care of the
Mahadeotemple. IntheHanumantemple
every day regularly at night from9to 11
agroup of persons sing Bhajan, whichis
religious songs accompanied by music.
The party consists exclusively of mem-
bers of the Patale families. The party is
reputed inthe neighbourhood and isoften
invited outside.

3.7 Celeébrations on a considerable
scale are held in the Hanuman temple on
several occasions such as the birth anni-
versariesof Ram, Krishnaand Hanuman,
death anniversary of the saint Sawata
Mali, as also on Mahashivaratri and the
principal Ekadashies. Celebrations of the
birth anniversary of Lord Krishnaextend
over a whole week. At the end of each
celebration, the Bhajan parties are given
a feast on behalf of the village. The
celebrations are allocated one each to the
bigger of the cultivators in the village.
They meet the expenses of the respective
celebrations.

3.8 Thetempleison the road side and
is used by travellers as a rest-house for
the night. There is no other rest-housein
the village.

3.9 Mahadeo Temple: This templeis
built in the Hemadpanti style and is
constructed entirely of stone. Thetemple
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stands on awide plinth raised to five feet
abovethegroundlevel and of dimensions
77 x 59 feet. The plinth itself is built in
largedressed stoneandisled to by aflight
of wide stone steps. Thetemple standsin
the centre of this plinth platform and has
approximate dimensions of 35 x 20 feet.
Theinner templeisof 10 x 10 feet while
the outside hall is of 20 x 20 feet. The
wallsareall of stoneand are 3 feet wide.
Onthem and on 8 pillars of dressed stone
of 12 x 12 inchesrests the all-stone roof.
On stone beams of 18 x 18 inchesare put
stone slabs of 8 inches thickness. Oneis
particularly struck by the big sized stone
used in the construction. There are no
doors anywhere. Our vauation of the
building comesto Rs. 7,994.

3.10 Thetemple isin the general care
of the Bhonsale and Kadam families in
the village, though the same priest who
looks after the Hanuman temple also
takes care of this one. A party from the
Bhonsde and Kadam families sing
Bhajan every Monday. Birth anniversary
of Lord Krishna is the only celebration
taking placein thistemple. Thisextends,
over a week at the end of which the
Bhajan parties are given afeast.

3.11 Bahiroba temple: Thisisasmall
temple of 6 x 6 feet dimensions stand ing
on a plinth of 18 x 18 feet; The con-
struction, including the terraced roof is
all stone of irregular size. Our valuation
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comes to Rs. 1,140. The person who
looks after the two temples of Hanuman
and Mahadeo also looks after this one.
There are no celebrations.

3.12 Mariai temple: Thisis a rectan-
gular building of 40 x 25feet dimensions,
closed on three sides and with a terraced
roof of timber and earth-work. The
building standson aplinthraised to 3 feet
abovethegroundlevel. Thewall masonry
isof stonein mud. The general condition
of the building is good. Our valuation of
the building is Rs. 3,659. The temple
belongs to the Mahar community and is
used by them as a community sitting
place. Some of their members also use it
for sleeping at night.

3.13 The Local Board Primary
School-Old Building: The building is at
present nolonger inuseandisnow almost
in ruins. It was only a single hail of
dimensions 30 x 17 feet. The walls on
three sides are now not standing and the
roof alsoisnotinitsplace. Only theplinth
isin order. Our valuation of the standing
structure was Rs. 532.

3.14 The Local Board Primary
School-Present Building: Thisis a rect-
angular building of 37 x 22 feet and
consists of a single hall. This was
originally the public rest house built by
the Local Board. But after the old school
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building becameunusabl e, therest-house
wasreconditioned and converted into the
primary school building. It consists of a
single hall of 37 x 22 feet with one door

of 6% x 4 feet and 9 windows of 2%x3

feet. The door and the windows are of
good timber. In the centre of the hall are
7wooden pillarsof 6 x 6inchesand 8 feet
in height. On them and on the walls rests
theterraced roof of timber and earthwork.
The timber used for the ceiling is good.

The walls are of good stone and are 2 %

feet in width. Our vauation of the
building comesto Rs. 3,297.

3.15 The condition of the building was
not very satisfactory. The windowswere
not well fixed inthewalls. Thefloor was
not well made and the roof was leaky in
many places. The accommodation also
was inadequate. Therefore one school
classwas moved to the Hanuman temple
and another to the Vithobatemple.

3.16 The village teacher also acted as
the postmaster. A cupboard and a box
belongingto the post officewastherefore
kept in the school building.

3.17 Vithoba temple: Thiswas a rect-
angular building consisting of a single
hail of 43 x 25feet, closed on three sides.
Though originally atemple, therewas, at
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the time of our survey, no deity in it and
the building wasbeing used for one of the
classes of the primary school. The
building was subsequently acquired by
the Local Board and was reconditioned
for the primary school. As the windows
had to be fixed into the walls, and as the
old walls and the roof was not in very
good condition, the entire building was
pulled down to the plinth level. It has
since then been rebuilt partly using the
oldmaterial. It now consistsof tworooms
and isbeing used for the primary school.
Approximate vauation of the new
buildingcomestoRs. 4,300. Thebuilding
expenses were al met by the Local
Board.

3.18 Magjid: This is a rectangular
building closed on three sideswith 3 feet
wide walls of big sized dressed stone in
mud and a terraced roof of timber and
earth-work. It consists of asingle hall of
30 x 22 feet dimensions. The building
stands on a plinth raised to 5 feet above
the ground level. The height from floor
to celling is 20 feet. At one end is a
platform 4 feet wide and raised to 5 feet
above the floor. Our vauation of the
building comesto Rs. 3,638.

3.19 The building belongs to the
Muslim community of the village. But
there are, only 8 Muslim families in the
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village and hence the upkeep and main-
tenance of the building is not well
attended to. One person offers Namgj
every morning and evening. He also
sweeps and keeps the place clean.

3.20 Mang Chawadi: Thisis a com-
munity place of the Mang community.
The Mangs are a depressed class
community and are one of the poorest in
the village. Aswill appear in subsequent
discussion amost the entire community
lives in huts of straw and bamboo. The
community therefore tried by collective
effort to put up acommunity building but
dueto poverty of the people, the building
could never be completed. The dimen-
sions of the intended hall were 30 x 20
feet. The masonry is more or less

completewithplinthraisedto 2% feetand

wallsonthreesidesraisedto8feet height.

The walls are in stone and are 2% feet

wide. The community however could
never put on the roof and hence the
structure remained incompl ete. Our val-
uation of thestanding structureisRs. 372.

3.21Inadditionto the public buildings
described above which were actually
covered by our survey, there are, of
course, a few more. They are mostly
temples and as they are situated away
from the village site, we did not include
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them in our investigation. We should,
nevertheless, mention the temple of
Kashivishweshwar. This is a big-sized
temple comparable with the Mahadeo
temple we have earlier described and is
also built in the same style. Kashivish-
weshwar is the presiding deity of the
village and until recently two-day
celebrationsin the month of Chaitraused
tobeheldinthehonour of thedeity. There
usedto beonthat occasionawell attended
fair. But on account of certain factionsin
the village reportedly arising out of the
management of the funds of the temple,
the celebrations are not holding for the
last few years. The templeis now totally
neglected and as it is situated rather far
away from the village site, there is not
even an oil lamp burning at night.

3.22 We should note incidentally that
the total valuation of the ten public
buildings covered by our survey comes
to about Rs. 32,500.

4. Non-residential Private Structures

4.1 As mentioned earlier, among the
187 structures covered by our survey,
therewere 6 private structuresbeing used
for non-residential purposes. They were
as under: A private temple, a grocer’s
shop, a workshop of a blacksmith, two
cattle sheds and one shed for sheep and
goat.
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4.2 The private temple belongs to a
Gosavi who staysin another houseinthe
village. Thetemple measures 17 x 9 fest,
is closed and is not in any use. Our
valuation of the building cameto Rs. 608.

4.3 The grocer’s shop belongs to a
Gujar. It Consists of three adjoining
roomsof 30x 25, 30x 15and 30 x 15 feet
dimensions. Thefirst room comprisesthe
shop while the latter two rooms serve as
store rooms. At the back of these rooms
isanarrow hall of 60 x 10 feet whichis
partly used for private use. The owner
has, however, another house in the vil-
lage, where helives. Our valuation of the
building came to Rs. 10,981.

4.4 There is yet another shop in the
village belonging to another Gujar. The
two shop-keepers are related and are
actually brothers-in-law. The second
shop, however, has no separate building
and is accommodated in a part of the
residential building. It, nevertheless,
occupies about 500 square feet of living
area. There are no other shops in the
village.

4.5 Theworkshop of the blacksmithis
atinshed of 15x 12feet. Theshed adjoins
a small ordinary structure of the same
dimensions which is partly used as a
kitchen. The owner, however, lives in
another house in the village. Near his
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work shop and the room which he usesas
a kitchen, the owner aso owns a small
private temple of 10 x 10 feet and he had
recently started constructing atwo-room
tenement withoverall dimension of about
12 x 40 feet which would connect the
temple with the kitchen room. The total
value of all structures as they stood was
Rs. 1,510.

4.6 Thereisyet another blacksmithin
the village but he had no separate work-
shop. He worked in a part of the resi-
dential house and occupied about 120
square feet of it for his workshop. There
were three carpenters in the village but
all of themworked in open groundsunder
trees near their houses. There were three
coblers in the village and all of them
worked in the front verandahs of their
houses. There were two barbers but they
usually worked in the open. During rainy
season they worked in the front veran-
dahs of their customers. There were two
washermen and they too worked in their
houses. Therewasoneearthen pot-maker
and had his establishment in the open
ground. There were 23 Mang families
engaged in rope-making but they all
worked in the open ground near their
colony. Thus practically no artisans had
any separate establishment as a work
place.
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4.7 There were two cattle sheds. One
of them was a shed of 25 x 12 feet and
our valuation of it was merely Rs. 132.
Another was a house in disuse with
overall dimensions of about 50 x 75 feet
but with no roof onit. Thewallstoo were
in a bad condition. Our valuation of the
structurewas only Rs. 375. In both cases
theownerslivedin separate housesinthe
village. The shed for sheep and goat was
of bamboo and straw and measured only
10 x 10 feet. Our vauation was Rs. 110.

4.8 As we shall describe in later sec-
tions, there were 102 residential build-
ings, other than huts, in the village.
Families staying in 50 of these had no
animalsor inafew casesif they had one,
they were kept in the open ground or
under a tree. Families staying in 24
houses had cattle sheds on their farms.
Families staying in two other houses had
separate cattle shedsinthevillage. These
were described above. In the remaining
26 cases the cattle stood in a part of the
residential houses. In 9 of these cases, the
cattle stood in the open courtyard of the
houseswithout any shedwhilein 17 cases
the cattle sheds were actually combined
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with the residential houses. Few of those
staying in huts had any cattle and in all
such cases, the cattle stood in the open.

4.9 To sum up, it might be pointed out
that there were practically no structures
which could be classified as wholly
non-residential. The grocer’s shop and
the blacksmith’s workshop, though in
both cases the owners lived in separate
houses in the village, were both used
partly askitchen or for other private use.
One of the two cattle sheds was no more
than ahouse in disuse and was without a
roof.

5. Unoccupied Structures

5.1 There were 35 unoccupied struc-
tures one of which was yet under con-
struction. The remaining 34 might be
broadly classified into three condition
classes as habitable, repairable and in
ruins. In Table 2 we give aclassification
of the unoccupied structures into these
classes showing for each class their area
and value. For structuresin the last two
classes, the area has been divided and
shown separately as "under roof" and
"not under roof."
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Table 2. Distribution of the Unoccupied Structures according to condition

Condition No. of Area Area Vaue
structures under roof not under roof Rs.
sq. ft. sq. ft.

] 2 ©)] 4 )
Habitable 9 5500 - 20461
Repairable 6 1725 1136 7039
Inruins 19 420 19290 5727

Total 34 7735 20426 33227

5.2 The basis of the valuation given in
the last column and the rates used in
valuation are given in a subsequent sec-
tion. Briefly it might be noted that the
guantitiesof variousstructural itemssuch
asfoundation, masonry, doors, roof, etc.,
were worked out in each case by actual
measurement. These were then valued at
building rates prevalent in the neigh-
bourhood. It should beclearly understood
that the values are not the market values
of the structures as they stand, nor the
building costsat the time they werebuilt.
They are the present costs of building a
structure of similar specifications in
guantities of various items as they
actually appear to-day. Thus the valua-
tionisat present thebuilding cost; it takes
into account the quantitativedepreciation
in various structural items, but takes no
account of the depreciation in quality or
condition.

5.3 Of the 9 habitable structures, 5
wereA classstructures, onewasaB class
and two were C class structures and the

remaining one was a hut of straw and
bamboo. Descriptive details of this clas-
sification are given in a subsequent sec-
tion. Considering the 9 habitable
structures together, their value will be

1
seen to work at about Rs. 3; per sq. foot

of area. On this basis the value of the 6
structures which were repairable would
work out to be-about Rs. 10,000 while
their present value was about Rs. 7,000.
Thedifference of Rs. 8,000 indicatesthe
extent of quantitative deterioration of
these structures and might be considered
approximately the cost at which they
could be made tolerably habitable. This
of course presumes that all that was
standing was useful and that there would
be no need to dismantle and rework any
part of it. Thisappeared to uslargely true
and in most casesthe repairs consisted of
putting on a roof on the uncovered area.
On the other hand the structures in the
next class were in total ruins and practi-
cally beyond repairs. On the basis of Rs.



VOL. 32 NOS 1&2

1 .
3; per sq. foot of area their value would

be about Us. 69,000 while their valuein
their present state was only Rs. 5,727
which meant that even less than 10 per
cent of their original quantitieswere now
standing on the ground.

5.4 The unoccupied structures might
be classified according to the where-
abouts of their owners. Considering first
the 9 habitable structures, in 5 easestheir
ownerslivedin other houses of their own
inthe samevillage. In 2 casesthe owners
were living in farm-houses of their own
while in the two remaining cases the
ownerswere not living inthevillage. As
to the whereabouts, of the owners of the
6 repairable structures, in two cases they
livedin other housesinthevillage; intwo
other casesthey livedinfarm-housesand
in the remaining two eases they did not
livein thevillage. Of the 19 structuresin
ruins, owners of 8 lived in other houses
in the village, owners of 4 lived in
farm-houses and of 7 did not live in the
village. Barring a few exceptions, most
of the unoccupied houses were in undi-
vided ownership. It is not, therefore, on
account of subdivisions that they were
either not occupied or were left uncared
for and allowed to become inhabitable.

6. Residential Houses

6.1 We shall now describe the resi-
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dential houses. There were in al 136
residential structures. We have classified
them into four broad structural classesas
follows:-

ClassA: Thiscomprisesthree separate
types originally distinguished by our
investigator as under:- (i) Solid
structure-wide footing and walls of large
dressed stone in mud with cement
pointing. Roof of cut timber of good
quality and iron sheetsin good condition.
(i) Sound structure-wide footings and
walls of rubble in mud. Roof of fairly
good timber and in good condition. (iii)
Medium structure-wallsat rubbleinmud.
Roof of ordinary wood but in good con-
dition.

Class B: Old structure with rubble
walls and roof in depleted but yet habit-
able condition.

Class C: Old structure with rubble
walls in good condition but without the
original roof, made habitable by means
of only atemporary roof.

Huts: Made of bamboo and straw in
themain and of little permanent structural
value.

In Table 3 we give a classification of
the residential structures according to
these classes, showing for each classthe
number of families staying in them, the
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total area of the houses and their value.
We shall first describe only the housesin
the first three classes and later describe
the huts.

6.2 The residential houses might be

Table 3. Classification of residential h
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classified by thetypeof their ground plan
There were five easily distinguishable
types of ground plan. In Table 4 we give
a classification of the houses according
to these types.

ouses according to structural classes

Structural class Number of Number of Area Vaue
houses families sq. ft. Rs.
] ) ©)] 4 )
A 24 51 28,980 1,25,700
B 38 56 24,200 18,814
C 40 68 20,052 69,423
Huts 34 46 10,154 10,666
Total 136 216 83,386 2,84,103

Table 4. Classification of residential housesin classes A, B, and C according to their ground plan

Number of Houses

Type of Ground Plan
ClassA ClassB ClassC Total
1) @) ©) ) 5
Rectangular (solid) 7 17 19 43
Rectangular (hollow) 6 2 2 10
L -shaped 7 12 8 27
U-shaped 1 0 2 3
Rectangular compound with small 2 4 6 12
separate structures within
Other types 1 3 3 7
24 38 40 102

6.3 In earlier sections we have men-
tioned the valuations of the structures
surveyed by us. As we have earlier
explained, by valuation is meant "the
present costs of building a structure of

similar specifications in quantities of
various items as they actually appear
to-day.” In the following we give the
detailed rates at which different items
were valued.
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1. Foundation (Excavation and refilling)
(a) Good stone in mud
(b) Ordinary stonein mud

2. Terrace (raised plinth):

(a) Good and cut stone in mud

(b) Good and face cut stone in mud
(¢) Ordinary uncut stone in mud

3. Walls;
Good stone in mud
Rubble stone in mud

4. Roof (earthen terrace):
(i) Wood-work

(a) Raw wood

(b) Ordinary wood

(c) Good wood with joints and beams cut

(d) Good wood with all parts cut
(i) Earth-work

(@ Ordinary mud

(b) Good mud
5. Iron sheet roof

Normal cover
6. Straw roof:

(a) Good straw tied with good bamboos

(b) Ordinary straw with any support

These were the current rates for new
work. The valuation a these rates,
therefore, does not give either the build-
ing costs when the structures were built
or their present values. It givesthe value
of building new structures of similar
specifications. As we have earlier noted
it takes into account the quantitative
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Rs. 22/- per 100 eft.
Rs. 15/- per 100 cft.

Rs. 75/- per 100 cft.
Rs. 40/- per 100 cft.
Rs. 35/- per 100 cft.

Rs. 16/8 per 100 cft.
Rs. 13/8 per 100 cft.

Rs. 110/- per 100 sg. ft. of covered
area

Rs. 190/- -"-

Rs. 235/- -"-

Rs. 285/- -"-

Rs. 17/- per 100 cft.
Rs. 27/- per 100 cft,

Rs. 60/- per 100 sq. ft.

Rs. 40/- per 100 sq. ft.
Rs. 25/- per 100 sq. ft.

depreciation in various structural items,
but takes no account of the depreciation
in quality or condition.

6.4 In Table 5 we give aclassification
of the residential houses according to
their valuation on the above basis.
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Tableb5. Classification of Residential Housesin Classes A, B, and C According to their Valuation

Number of Houses

Valuation Rs.

ClassA ClassB ClassC Total

(1) (2 3 4 (5

101 to 500 - 1 8 9
501 to 1000 1 8 6 15
1001 to 2000 4 12 15 31
2001 to 3000 3 9 2 14
3001 to 4000 3 6 4 13

4001 to 5000 3 1 2 6
5001 to 10000 8 1 3 12

Above 10000 2 - - 2
Total 24 38 40 102

Table6. Classification of Residential Housesin Classes A, B and C According
to number of Ownership Partitions

Number of Houses

Number of partitions

ClassA ClassB ClassC Tota

@) @ ® @ ®)

1 12 26 19 57

2 4 8 10 22

3 5 1 7 13

4 1 2 3 6

5 1 - 1 2

6 - 1 - 1

7 1 - 1
Total number of houses 24 38 40 102
Total number of partitions 51 59 77 187

6.5 A number of these houses were Thus it will be observed that the 102

partitioned between two or more joint "esidential houses were partitioned into

owners. In Table 6 we give their classi- 187 ownership divisions

fication according to the number of 6.6 Not al the owners however lived

ownershipdivisionsintowhichtheywere in, their respective houses. In Table 7 we
partitioned. give a classification of the houses
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according to the owner occupants.

Thus while the 102 houses were divided
into a total of 187 ownership divisions,
only 144 owner-occupants lived in their
respective houses. The balance of 43
ownership divisons were not thus

Table7. Classification of the Residential Housesin Classes A, B and C According to Number of Owner

owner-occupied. In such cases, either the
tenements were rented out or were left
vacant. In Table8 wegivedetail sof these
cases. It will be seen that 25 out of atotal
of 187 tenementswere actually vacant. 7
out of these, al belongingtoclassC, were
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Occupants
Number of Houses
Number of Owner Occupants
ClassA ClassB ClassC Total
1) @) ©) ) ©)
0 3 4 2 9
1 10 25 25 60
2 6 6 8 20
3 4 3 11
4
5 1
6 1
Total number of houses 24 38 40 102
Total number of owner occupants 40 46 58 144

6.7 Aspointed out above, 18tenements occupants shared their tenements with
not occupied by their respective owners tenants. Thusinall, therewere 26 tenants,
were rented out. In them lived atotal of In Table S we give these details for
21 families. In addition, 5 owner- different classes of houses.
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Table 8. Disposal of Tenements not Occupied by Owners

ClassA ClassB ClassC Total
1) @) ©) @) ©)
Owner living elsewherein the village-
tenement vacant 3 4 8 15
Owner not in the village- tenement
vacant 2 1 7 10
Rented out 6 8 4 18
Total 11 13 19 43
Table9. Details of Tenant-Occupantsin Residential Houses of ClassesA, B and C
Number of tenant-occupants
ClassA ClassB ClassC Total
1) @) ©) e ©)
Staying in the absence of the owner 8 9 4 21
Staying alongside with the owner 3 1 1 5
Total 11 10 5 26

6.8 Thustherelivedinall atotal of 170
familiesin the 102 residentia houses. Of
these 144 were owner-occupants while
26 were tenants. In Table 10, we give a
distribution of thehousesaccordingtothe
number of families staying in them.

6.9InTable1l1wegiveaclassification
of the resident families by the number of

roomsintheir use. It should be noted that
in the category of rooms we have also
included varandhas closed only on three
or sometimes even on two sides. It will
beseenthat one-third of thefamilieswere
livinginonly one-room tenementsand 75
per cent were living in either one-room

or two-room tenements.
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Table 10. Classification of the Residential Housesin Classes A, B and C According
tothe Number of FamiliesLivingin Them

Number of Houses

Number of Families

Class A ClassB ClassC Total

] ) ©)] 4 )

1 1 26 25 61

2 7 8 9 24

3 4 3 5 12

4 1 - - 1

5 1 1 1 3

6 1 - - 1
Total number of houses 24 38 40 102
Total number of families 51 56 63 170

Table 11. Classification of the familiesresident in houses of classes A, B and C according
to the number of roomsin use

Number of families resident in houses of

Number of Rooms

Class A ClassB ClassC Total
] ) ©)] 4 )
1 10 15 33 58
2 25 27 19 71
3 7 6 10 23
4 6 6 1 13
5 2 2 - 4
6 1 - - 1

Total ... 51 56 63 170

6.10 In Table 12 we give aclassifica- intheir use per person of their members.
tionof theresident familiesby livingarea
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Table 12. Classification of the Families Resident in Residential Houses of Classes A, B and C Accord-
ingtotheLiving Area Per Person

Per person living area sq. ft.

Number of Persons Resident in Houses of

Class A ClassB ClassC Total
] ) ©)] 4 5
Upto 25 1 3 9 13
26t0 50 8 15 22 45
51to 75 15 7 13 35
76 to 100 15 7 11 33
101 to 150 5 16 5 26
151 to 200 5 3 3 11
More than 200 2 5 - 7
Tota ... 51 56 63 170

6.11 A classification by castes of
families in different classes of houses
might be of interest. This is shown in
Table 13. The socia gradation of the
castesisclearly apparentinthecategories
of houses in which they reside.

6.12 Usually when two or more fami-
lieslivedinthesamehousethey belonged
to the same caste. There were a few
exceptions. Thus there were cases of a
Marathaand aMussalman, a Gujar and a
Brahmin, a Pant and a Sonar and a Pant
and a Mali living together in Class A
houses. There were cases of a Maratha

and a Mussalman, a Maratha and a Mali
andaNhavi and aGosavi stayingtogether
in Class B houses. There were two more
cases of aMarathaand aMussalman and
a ease of Kumbhar and a Koli living
together in class C houses. Thusit will be
observed that it was quite common for a
Mussalman to stay with aMarathain the
same house.

6.13 Of the 26 familiesliving in rented
housesonly 11 families were paying any
rent. Theremaining 15 were staying free
of rent. In Table 14 we give afew details
of those who were paying rents.
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Table 13. Classification of Familiesby Caste Living in Different Classes of Houses
Number of Families Living in Houses of
Caste
Class A ClassB ClassC Total
1) %) ©) ) )
Marathi 36 26 30 92
Brahmin 1 - - 1
Gujar 2 - - 2
Sonar 1 - - 1
Pant 2 - - 2
Mali 1 6 1 8
Dhor 4 7 11
Mussaman 3 3 5 11
Nhavi - 2 - 2
Vani - 1 - 1
Vadar - 1 - 1
Koli - 3 1 4
Lohar - 1 1 2
Gosavi - 2 2 4
Chambhar 1 - 4 5
Mahar - 4 10 14
Kumbhar - - 1 1
Dhangar - - 3 3
Ramoshi - - 3 3
Mang - - 2 2
51 56 63 170
Table 14.
Class of No. of Total Area Annual Vauation Annual
houses families annual occupied rent per of the rent per
rent sq. ft. 100 rented Rs. 100 of
Rs. sq. foot part valuation
Rs. Rs. Rs.
1) %) ©) ) ) (6) M
A 6 144 2925 4.92 12,598 1.14
B 3 60 1060 5.66 3,532 1.70
(o 2 48 910 5.27 4,633 1.04
Total ... 11 252 4,895 5.15 20,763 1.21
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It will thus appear that we might take the
annual rental value of the houses to be
about Rs. 5 per 100 sg. ft. of room area.
Thisworks out at about 1.25 per cent of
the valuation of the houses.

6.14 We shall now describe the last
category of residential  structures,
namely, huts. Asearlier mentioned, there
wereinal 34 hutsand in them stayed 46
families. These huts varied in ther
structural design and value. Their aver-
age value per square foot of area was,
however, no more than Re. 1/-. In the
following, we give a brief description of
awell built-hut.

6.15 On dl four sides of the hut is
raised to 3 or 4 feet a stone and mud wall

of about 2 % feet width. The stones are

usually of irregular shape and size and
sometimes are kept one on top of another
without any mud binding. It is only
afterwards that the rubble wall is plas-
tered with mud and dung. In the centre
areput three poleson which restsabeam.
This beam and the surrounding walls
support theroof made of straw. Thestraw
roof isusually of 9inchesthick andistied
by coir to the perlins. Thereisusually no
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proper door. Only an entrance of 2 % to3

feet width serves the purpose. When all
family members go out or at night, this
entranceis covered by a shutter of straw
and bamboo. Thekitchen hearthisplaced
in the centre. At night a bare oil lamp
burns on the kitchen hearth. A wooden
box with a locker secures the better
clothing and other valuables. During
monsoon all members sleep inside the
hut. Otherwise, the men usualy Sleep
outside either on country cots or on the
ground. Firewood is stored outside the
hut.

6.16 In Table 15 we give a classifica-
tion of thehutsaccordingtotheir areaper
inmate and show for each class, the
number of families stayingin them, their
total areaand their total cost. Thus out of
the 46 familiesliving in huts, 34 families
lived in hutswith arealessthan 50 sq. ft.
per person.

6.17 Among the 46 families, 32 were
Mang, 10 were Ramoshi, 2 Vadar, one
Maratha and one Mahar. It is thus clear
that the Mangs are the one community
living in the poorest of housing.
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Table 15. Classification of Huts According to the Area Per Inmate
Areaper inmate sq. ft. No. of No. of Total area Total value
huts families sq. ft. Rs.
@ 2 (©) 4 ©)
11t020... ... 3 8 350 335
21t030... ... 5 8 1125 1110
31t040...... 10 13 2844 1321
411050 ... ... 7 10 2330 2717
51to75... ... 5 7 1640 1548
76t0100... ... 2 3 1100 1044
Above 100... ... 2 2 765 701
Totd ... 34 46 10,154 10,666
7. Ummary of atotal of 187 tenements in the resi-

7.1 We might now bring together the
above details in a summary table. In
Table 16 we give the total real estate of
the village in residential and other
buildings.

Table 16. Summary of Real Estatein
Residential and Other Buildings

Areaunder Valuation

roof Rs.
insg. ft.

1) @) ©)
Public buildings 5,240 32,459
Non-residential structures 2,483 19,116
Unoccupied structures 7,785 83,227
Residential houses 88,886 284,103
Total ... 98,844 368,905

Thusthere were nearly 100,000 sg. ft.
of area under roof with a total value
amounting to nearly Rs. 375,000, About
8 per cent of this area was unoccupied.
Further, as we have earlier noted, 25 out

dential houses were vacant. In other
words about 13 per cent of the available
residential accommodationwasnot being
utilised. However, morethan thenon-use
of theavailableliving space, what strikes
most the eye of a city visitor to this
village, as to many other villages, isthe
extremely depleted condition of most of
the houses as a'so the heaps of ruin that
lie all around the place. If the available
space under the roof could be made
available at a small charge, it might be
possible to give relief to a number of
poorer families at present living hi huts
and improvised houses. Most of those,
living in huts are, however, socially dis-
abled and the caste system would prob-
ably prevent them from sharing
accommodation with the higher classes.
Some expenditure on reconditioning or
replacing the roof would also make a
number of habitable places truly habit-
able. These are necessarily short-term
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measures but will, nevertheless give
opportunity for thinking out the problem
and assisting in evolving co-operative
effortsin thisfield.

7.2 It was noted in the beginning that
the survey included 6 new houses which
were not existing at the time of the 1941
census. 3 of these were no more than
temporary huts with a total area of 350
sg. ft. and valued a Rs. 320. The
remaining three were newly built houses
withatotal areaof 1,246 sq. ft. and val ued
at Rs. 3,828. Leaving aside the public
buildings, the private buildings of al
types add to atotal of about Rs. 350,000.
Thevalue of new buildingssince 1941 to
1947-48, that iswithin a period of about
7 years is nearly Its. 4,000 and is only
dightly above 1 per cent. New con-
struction during the ten-year period
betweenthetwo censusesof 1941t0 1951
istherefore unlikely to be more than 1.5
per cent of the existing estate. Therefore,
even if we assume alife of a hundred or
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even two hundred years to the kind of
rural houses that we have described
above, the rate of new construction is
obviously too low to meet the annual
depreciation. It appears that here is a
concrete illustration of a population liv-
ing by capital consumption.

Acknowledgment

As noted in the introductory section,
the principal interest of this study was
methodological. Prom that point of view,
a certain fact of our investigation
deserves mention and notice. The entire
investigation, including the actual mea-
surements, drawings and quantity eval-
uations was done by a student of civil
engineering, Mr. G.V. Joshi during his
summer vacation. We sincerely thank
Mr. Joshi for his painstaking and careful
work and hope hiseffortsmight direct the
attention of the engineering students to
problems of rural housing.



RATIONALE OF REGIONAL VARIATION

V.M. Dandekar
Gokhale Institute of Politics & Economics, Poona.

Three country-wide investigations in
recent years, namely, the Agricultural
Labour Enquiry, the National Sample
Survey and the All-India Rural Credit
Survey have brought to notice a surpris-
ing amount of regional variation between
different parts of the country. For
instance, the All-India Rural Credit Sur-
vey was conducted in a sample of 75
districts selected from al over the
country. The Survey revealed large dif-
ferences between the conditions existing
in these districts in respect of a number
of economic characteristics and quanti-
ties covered by the survey. Similar vari-
ation, though probably to a smaller
extent, was found to exist within smaller
regions. Thus the Rural Credit Survey
showed differences between different
villages selected for investigation within
each selected district.

The questions might be posed in rela-
tion to such observed, differences.
Firstly, are these differences real 7
Secondly, if they are, can they be
explained 7 The first question has refer-
ence to investigational procedures
employed and suggests that at least part
of the observed variation is incidental to
these procedures and, in that sense, not
real. For instance, investigators are
known to possess personal biases. In a
country-wide investigation, where the

field agencies in different regions, from
bottom to near top, work, in large part in
more or less isolation, this factor might
have unsuspectedly large influence.
Another aspect of the investigational
procedure, is the concepts used and the
manner in which questions are framed.
Unless the concepts are fully defined
making an exhaustive reference to all
possible situations to be expected, they
might mean different things in different
conditions. The three investigations
mentioned above, were al in a sensethe
first of their kinds. An exhaustive
knowledge of widely varying conditions
indifferent partsof the country could not,
therefore, be expected from anycentral
agency of direction. Hence, the possi-
bility cannot be ruled out that certain
concepts employed in these
investigations in fact meant different
things in different economic circum-
stances. The same is true of the form in
which the questions are framed. It has
been experienced that a certain sequence
of questions is appropriate only under
certain circumstances and that the same
sequence fails to elicit similar responses
under different circumstances. In certain
condition, the questions are found inad-
equately detailed; in other conditions, the
amount of detail in them is found to be
only confusing. Sometimes when the
guestionnaires are used in their regional
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trandations, the difference in the lan-
guage is also likely to affect the content
of the concepts and the form of the
guestions. Thisislikely to betrue, though
may not be found out, even when for the
sakeof an apparent uniformity, auniform
guestionnaire, in English, is used; for
after all, the investigator is bound to
interview only in the regional language.
Therefore the possibility of a certain
amount of the observed variation being
incidental to such details of the investi-
gational procedure, cannot be ruled out.
Incidentally, we might also mention, that
while the above mentioned circum-
stances might cause, what might be
called, investigation-technical variation,
they might, on account of the formal and
rigid uniformity imposed and aso on
account of the exigencies of subsequent
mechanical tabulation of the data, also
fail to bring out the regional difference
that indeed exist. Here, we do not propose
to examine these aspects of the investi-
gational procedures employed, though
undoubtedly their study would be
important. It would be analogous to the
occasional checking up of the instru-
mentsand apparatus used in alaboratory,
which every laboratory worker must do.

We shall presume, therefore, that the
observed differencesarereal, inthesense
above described. Then the second ques-
tionto beposediswhether thedifferences
can be explained. Before attempting to
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answer this question, it might be useful
to be explicit asto what isimplied by an
explanation in the present context. Vari-
ation is observed, between different
regions, in respect of alarge number of
factors. Frequently, such variation in the
several factors is only mutually con-
comitant. Hence, itisonly by anarbitrary
convention that some of them may be
caled the causes and the other, the
effects. Such conventions are of course
analytically convenient and do not
always imply the same degree of arbi-
trariness. Usually they do not present
many difficulties or much arbitrariness,
upto a point; beyond that however, the
element of arbitrariness becomes so
large, that it issometimesdesirable not to
make use of the cause-effect terminol-

ogy.

In the present context, such a con-
vention will enable usto list and order a
number of factors which might cause
variation in widely different regions.
Whatever factorswemight listinthisway
asinitia or basic causes, must of course
show large variation between different
regions, but variation inthem will not be
deemed to require an explanation, at any
ratein economicterms. Variationinthem
must be taken for granted and be sup-
posed to cause variation in the other
factors. Thus defined, the most initial or
basic factor causing variationin different
regions seems to be the differences in
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their natural environment and physical
resources. Such differences may safely
be placed outside the scope of economic
explanation and hence might be supposed
to cause variation in other factors.

Another similar factor isthe social and
political background of different regions.
Tribal and backward classes form a
substantial portion of the Indian popula-
tion and in certain regions they live in
larger concentrations. The socia
structure and background of these
regionsis, therefore, likely to be materi-
ally different from that of therest. There
are also a set of differences in social
background arising out of the different
land tenures historically prevailing in
different parts of the country. The dif-
ferences in the political background of
different regions mainly flow from the
existence, until recently, of a large
number of Princely States. The political
background in these states was very dif-
ferent from that in what was then the
British India. Also between themselves,
these states differed greatly in their
political development. These differ-
ences, being age-old, naturally persist
even now, in spite of the greater
uniformity in government and adminis-
tration achieved in recent years.

A third factor, which might be men-
tioned as causdl, is the differencesin the
stage of economic development in
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different regions. These differences can,
at least in part, be explained asarising out
of thefirst two factors mentioned above,
namely, differences in natural environ-
ment and physical sources and in the
social and political  background.
However, its explanation in these terms
would take us behind the back of the
variations in the data available from
current or recent investigations. It is
convenient, therefore, to regard the
present stage of economic development
as a starting point and hence a causal
factor explaining the variations in other
factors.

Itisinterms of these three factors that
it seems an explanation has to be found
of the large amount of variation between
different regions in respect of a number
of economic characteristics and quanti-
ties. Wemight list afew morefactors but
in the causal chain they would probably
occupy alower position. Intheremaining
factors, it will be difficult to postulate a
one way cause-effect relationship. In
their case, we should be content to study
the concomittant variation in them and
examine whether the concomittance
appears harmonious, that is to say plau-
sible on the basis of present knowledge.
If not, the apparently incongruent or
implausible concomittant variation in
themwill have to be regarded with doubt
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or else the current notions regarding the
mutual relationships between these fac-
torswill have to be revised.

The initial factors mentioned above
will however beuseful only toexplainthe
variation in widely different regions.
Variation within smaller regions will
probably need other explanation. We
might take for instance, the kind of dif-
ferences between villages within a dis-
trict asarebrought out by theRural Credit
Survey. Of course, evenwithin adistrict,
large differencesin natural environment
and physical resources may exist. In a
number of districts, such differences are
known to exist and sometimesthey areas
large and as distinct as might befound in
widely distant parts of the country. Such
differences might explain a part of the
variation between villages within a dis-
trict. There appear, however, other fac-
tors also causing variation between
villages.

An important factor causing differ-
ences between villages even within a
relatively homogeneous region, is the
difference in the sizes of different vil-
lages. These differences are usually
associated with differences in physical
features such as nature of the terrain and
communications. But with or without
them, the mere large size of a village
impartstoit certain exclusivefeatures. A
larger village, therefore, usualy differs
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from a smaller village, in its economic
structure. In fact, alarger villageis often
found to differ greatly even from its
neighbouring smaller villages whose
economy might depend on that of the
nucleus large village. A larger village
also often enjoys a greater advantage in
political and administrative contracts;
and they are important when a large
official programme of development isin
operation. For these several reasons, the
size of the village becomes an important
factor causing variation between villages
of different sizes.

There is yet another reason which
causes variation between villages within
relatively homogeneous region. Its
nature is somewhat technical and may
best beillustrated by a common problem
inagricultural field experimentation. Let
uS suppose, that an agronomist desiresto
conduct a field experiment to compare
say 10 varietiesof acertain crop. Hewill,
therefore, need an experimental block of
land with ten plots to sow the ten vari-
eties. The problem that the agronomist
then faces is to decide upon the size of
theplot he should use. Heaimsat keeping
his plots as small as possible; because
with larger plots, the entire block of
experimental land becomes large and
incorporates within it larger heteroge-
neous elements. Consequently, the dif-
ferences between plots alotted to
different varietiesbecomelargewhichin
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turn increase the experimental error. He,
therefore, aims at the smallest possible
plot size consistent with therequirements
of agricultural technique. The smaller
plots are naturally accommodated in a
smaller block of experimental landwhich
may contain less heterogeneous el ements
within it. One might expect, therefore,
that if the smallest possible plot size is
chosen, the differences between plots
allottedtodifferent varietieswould bethe
smallest. In fact this does not happen.
With smaller plot size, the experimental
block of land becomes smaller and more
homogeneous; consequently the differ-
ences between plots also become smaller
but only upto a point. If the plot sizeis
further reduced, itisoftenfound that even
though thisresultsin asmaller and hence
more homogeneous block of exper-
imental land, the differences between
plotsincrease. Thisis an observable fact
and can only be explained by supposing
that when a block of land is divided into
very small plots, the differences between
neighbouring plots become of a com-
pensating nature so that when they are
combinedinto bigger plots, on account of
the averaging out of the differences
between them, the differences between
larger plots so obtained, become less
pronounced.

Returning to variation between vil-
lages within a district or within a small
homogeneous region, it seemsthat some
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such circumstances as described above
might be operating. We have aready
made reference to the peculiar nature of
the relationship that exists between the
economy of alarge village and those of
a number of neighbouring smaller vil-
lagesto whichthelarger village servesas
anucleusfor many purposes. If thiswere
so, it would follow that the differences
between neighbouring villages might be
indeed large. Let us consider a cluster of
villages comprising, say, a nuclear large
village and the neighbouring smaller
villages dependent for certain purposes
onthelarger village. A weekly market, a
grocer’s shop, a higher school, a co-
operative society, artisanssuch asablack
smith, wholesdle  traders  and
moneylenders, these are the features of
the larger village which also serve the
needs of the neighbouring smaller vil-
lages. Besides, the larger village is usu-
ally a centre of communication, rail or
road, post office and daily newspapers; it
is a centre of administration because of
the stationing of the village talati or
patwari, an agricultural overseer or a
group secretary of a number of primary
societies; it also is acentre of socia and
political activity on account of annual
festivals or fairs, the touring cinemaand
thebustle of local political or community
leaders. Itisfor these severa reasonsthat
the economy of the larger village and
those of the neighbouring smaller vil-
lages become mutually complementary.
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For it is a two-way traffic; just as the
smaller villages depend upon the grocer
andthemoneylender inthelarger village,
they in turn also depend upon their
clientelein the smaller villages. It isalso
possible, though it is a matter for inves-
tigation, that in an undulating country
such asisto be found in the Deccan, an
open terrain on both sides of ariver or of
asmaller stream with consequently more
fertile lands and more ample sub-soil or
surface water resources are some of the
conditions conducive to the growth of
larger villages. In the surrounding hilly
or upland country, the soil may be less
fertile, water more scarce and commu-
nications more difficult. It could, there-
fore, giveriseto only anumber of smaller
villages or habitations. If this were true,
even the crop acreages in the larger vil-
lage and in the neighbouring smaller
villages, might be compensating to a
certain extent. This might be true, for
instance, in respect of the acreages under
cereals and pulses, of garden and fodder
crops and other commercial crops. With
more intensive farming, the larger vil-
lages might often depend upon the
neighbouring smaller villages for their
supply of labour, for fodder supplieslike
stalks of cereal crops, open grazings and
hay and also for supplies of firewood. It
will thus be clear that the economy of the
larger village and those of the neigh-
bouring smaller villages are mutually
complementary in  many respects.
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Consequently, even though there are
large differences between the larger vil-
lage and the neighbouring smaller vil-
lages, they compensate and cancel
mutually. Therefore, if we group the
villages in a district into a number of
clustersaround nuclear larger villages, it
is possible that the differences between
such clusterswill appear smaller than the
differences between single villages.

What isimplied in the above descrip-
tion of acluster of villagesisthat in some
sense such a cluster comprises a better or
amore complete organic whole than are
the single component villages. It seems
that with reference to a phenomenon
under study, there would be an appro-
priate ultimate unit which, in the context
of the phenomenon, evinces the
properties of an organic whole. There-
fore, in spite of the large differences
between their component villages, the
differences between such organic clus-
terswould be much smaller; just as, even
though the different limbs of an animal
are very different, two whole animals
look much alike.

In a discussion of the rationale of
regional variation, we should, therefore,
make a distinction between these two
types of variation. One is the variation
between distant parts of the country; the
reason for it is that because of their
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different natural environment and phys-
ical resources, different social and polit-
ical background and different stages of
their devel opment, the distant parts of the
country become different organic spe-
cies. The other is the variation between
villages within even a reatively
homogeneous tract; this shows up
because possibly by choosing thevillage
asaunit, we cometo study not an organic
whole but its several parts.

Recognition of these large differences
between different parts of the country is
of course important. Their explanation
has to be found ultimately in the differ-
ences in the initial factors mentioned
above. Anaysis of the prevailing
conditions in a single region in terms of
these factors might appear to be no more
thanamake-belief explanation. But when
opportunity ispresented for studying and
comparing the conditionsin anumber of
regionsfromall over thecountry, such an
analysis would be meaningful. Such for
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instance are the data from the these
country-wide investigations mentioned
at the beginning. The study of regional
variation is greatly facilitated when the
investigation is concentrated in a few
regions, as was done in the case of the
Rural Credit Survey, than when it is
scattered all over the country.

The differences that exist even within
relatively homogeneous and compact
regions are, as has been explained, inthe
nature of differencesbetween component
parts of awhole economy. They also are
important or at least arewell worth study.
They may be studied from observed dif-
ferences between villages selected from
all over a district or from a relatively
homogeneousregion. But with such data,
the differences can only be related
vaguely to the size of the villages. For a
proper understanding of their nature and
particularly of their compensating char-
acter, it will be necessary to study agroup
of villages forming an organic cluster.



NOTES
ECONOMIC POLICY AND THEORY

V.M. Dandekar

AN academician, like an artist, often
suffers from self-doubt; whether his
profession is useful or worthwhile. An
Economist, or morecorrectly astudent of
Economics, is one of them. The self-
doubt from which he suffers becomes
most pronounced when the social and
economic structure of the society isin a
condition of flux under pressure from
new factors coming into operation. It is
then that the so-called practical men
appear to get along where the academi-
cianismerely left wondering and I nstinct
seems to get an upper hand over Logic.
Such seem to be the present-day condi-
tions in the Indian society. Some of the
present policy-makers have had little
systematic training in Economic Theory;
and those who had, have often found it
necessary to leave it far behind.

2. There is no denying that there is
probably an unbridgeable gap between
Economic Theory and Economic Policy.
Even the most ardent theoretician dis-
coversit, often to his dismay, as soon as
he comesin contact with practical or day
to day affairs. However, the statement
that Theory isof little or no use in prac-
tice, is likely to be misunderstood. The
misunderstanding arises from an

Reprinted from the Indian Economic Journal, Vol.

insufficient appreciation, perhaps tem-
porary, of what is expected of Theory. If
this were appreciated, one would not
wonder at the gap that exists between
Theory and Practice. If Theory isto aim
at something more than a successful
practice, the gap seemsinevitable.

3. The first and the most important
reason why there is so much divergence
between Economic Theory and Policy is
that practical policy decisionsnecessarily
involve a number of extra-economic,
particularly sociological, political, psy-
chological etc., considerations. This
really means that the practical policy is
not all Economic Policy or in other words
that human society is not entirely gov-
erned by economic considerations.
Therefore quite obviously such apolicy,
and for clarity let usnot call it Economic
Policy, will not directly follow from
Economic Theory which by definition
must be purely Economic. An Econo-
mist, as an Economist, may not therefore
be supposed to possess an exclusive
competence in the formation of such a
policy. Collaboration with other scien-
tific fieldsis necessary.

4. The second reason for the diver-
gence between Economic Policy and

1V, No. 2, October, 1956.
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Theory isthat the theory is at present far
from perfect. Inits present devel opment,
the theory has been able to take into
account only the simplest of the condi-
tions such as the free market pricing
process. Even here, for convenience of
the theoretical development, the condi-
tions are over simplified. This is not
because the theoretician believes that
such over-simplified conditionsobtainin
practice; but because it is a necessary
stage in the development of theory. Inits
present form, thetheory hasnot advanced
sufficiently to take into account the more
complicated realities, even purely eco-
nomic realities such as the conditions of
imperfect competition. There is no
wonder thereforethat thetheory hasoften
failed, in the sense that it has failed to
explain adequately, an important, that is
a frequently recurring sSituation. For
instance, thisiswhat has happened, asis
generally believed, to the Theory of
Imperfect Competition. But at worst, this
means no more than that a particular
analytical approach was not found fruit-
ful.

5. Theory necessarily has to proceed
by ssmplification of a practical situation
because in the early stages of its, devel-
opment, theanal ytical tool sat itsdisposal
arenot competent enough to handle more
complicated conditions. There is how-
ever another reason, and a more funda-
mental one, why Theory must aim at
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simplification. The basic purpose of
Theory is not to offer an immediate and
complete explanation of this or that par-
ticular situation. Its aim is to seek the
largest measure of common ground in
apparently widely varying situations and
to try to explain as large a part of it as
possible by means of the simplest of
hypotheses. A theory has therefore to be
simpler than the practical situations it
seeks to generalise; because, if it is as
complicated as the phenomenon under
study, it will be no more than a descrip-
tion. Therefore, in its application to a
specific situation a theory naturally falls
short of acompletedescription;itisinthe
context of alarge number of such situa-
tionsthat it aims at something more than
acomplete description.

6. There is a third reason why Eco-
nomic Policy doesnot directly flow from
Economic Theory. It isreally an aspect
of the same fact as is mentioned in the
above; nevertheless, for clarity it might
be mentioned as a distinct point. It con-
cerns certain basic processes of science.
A scientific process has two aspects:
Anaysis and Synthesis. In its initial
development, Theory is largely analyti-
cal. It aims at ssimplification of a com-
plicated situation by resolving it into
several component factors and it
proceeds by examining them and by
following up their consequences sever-
ally. Synthesisinvolves wighing of these
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several factors and combining them into
an organic whole approximating a real
situation. It is only in a very advanced
stage of a science that one may hope to
develop atheory of synthesis. Even then,
it is highly improbable that it will ever
cover theinnumerabl e situationsthat one
meets with in practical life. So long as
thisis so, synthesisremains an art and it
isin this sense that application of theory
isan art. Formation of policy concerning
a practical situation therefore bears the
samerelation to theory as synthesisbears
to analysis.

7. Theterm Art in the above has been
used deliberately. When a theoretician,
even when presenting a solution to a
practical situation, pretendsat objectivity
or at eschewing valuejudgmentsor at not
corporating in his solution extra-
economic phenomena, he will be found,
on examination, to embody implicitly in
his solution values or prejudices derived
from his own individual or social expe-
rience. This may sometimes be done by
a person who by no means is a
theoretician, who in fact aims at formu-
lating or affecting practica policy,
because the apparent objectivity of his
solution looks impressive. But by thus
putting forward obviously untenable
claims on behalf of Theory, he merely
succeeds in pushing it into a vulnerable
position. However, this is an individual
failing, though of course it is not an
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uncommon one. On the other hand, when
aperson sometimes makesan appearance
of setting Theory aside, and instead of
basing hissolution to apractical situation
on a detailed examination of the extra-
economic considerations, his solution is
not likely to be any more objective than
that of the psuedo-theoretician; foritisin
the weighing of these several consider-
ations and in combining them into a
particular solution that a certain amount
of subjective element becomes unavoid-
able. Itisinthissensethat synthesisisan
art because it embodies implicitly a
subjective element, values or prejudices
derived from one’s own individua or
social experience. The choice between
the one or the other form of presenting
his solution that a policy-maker may
adopt, depends upon what he thinks is
likely to be moreimpressive or effective;
that is a consideration which is insepa
rable from his role as a practical politi-
cian.

8. The fourth reason why Policy does
not or need not follow from Theory arises
out of this essentially subjective charac-
ter of apolicy decision. Becauseit is so,
apolicy decision may be right or may be
wrong, asjudged by any criteria. On the
other hand, Theory hasto be, if not right,
at least correct. Itisobviousthereforethat
there is no necessary relation between
Policy decision and Theory.
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9. Every new policy is essentialy a
new experiment. It isbecause of the need
to experiment, urgency to takerisks, and
liberty to make mistakes, that, asis often
pointed out, practical policy decisions
run ahead of Theory. Under the circum-
stances, a theory aimed at a systematic
explanation of economic functioning of
human society, must seek explanation of
the new policy as it must when new
economic events take place or come to
notice. In fact there is no reason to take
the policy makers and their practical
policy decisions outside the normal
economicfunctioning of the society; they
areasmuch apart of it asare, for instance
wage earners, traders and moneylenders
and are no moreunder obligation to know
or obey economic laws and economic
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theory than the others are. Theory nev-
ertheless must endeavour to seek sys
tematic explanation of their behaviour if
they have deviated from known or
established economic laws and to the
extent that an explanation can be found
in economic terms must re-formulate its
earlier propositions. That is the process
by which the earlier propositions break
down and new ones emerge. But thereis
no reason to be surprised if during this
search for explanation, it is sometimes
discovered that the deviations of the
policy-makers were not al founded on
purely economic considerations. Exis-
tence of extra-economic factors such as
sociological, political and psychological
governing human behaviour and func-
tioning of hum an society must be
admitted and left to be studied by other
social science disciplines.



RATIONALE OF THE AMBAR CHARKHA

V M Dandekar

Ambar Charkha is a beginning from
scratch, as there does not exist any tra-
ditional small-scale industry for spin-
ning. The All-India Khadi and Village
Industries Board’'s Ambar Charkha
programme is expected to be completed
by 1960-61 when a new small-scale
industry on avillage basiswill have been
established inthe country, at acost of Rs.
75 crores per annum in subsidy. The
capital cost of the programme, however,
will be small, only about half of the
annual cost of the subsidy.

This process of developing upwards
from the village base may be compared
with the adternative of proceeding
downwards from the existing cenralised
modern industry as recommended by the
Textile Enquiry Committee. A modern
spinning unit can be set up in every,
important cotton growing centre, at no
greater cost.

The Ambar Charkhaprogrammeof the
All-India Khadi and Village Industries
Board isfounded on the policy decision,
which isone of the cardinal principles of
the Second Five Year Plan, that during
the Plan period, the bulk of the increased
supplies of consumer goods should be

reserved to the village and small-scale
industries and that the employment pro-
vided by these industries should pro-
gressively increase. A committee, called
the Village and Small-Scale Industries
Committee (briefly the Karve Commit-
tee), was appointed chiefly to examine
the issues arising out of this policy
decision. The Committee has laid down
fairly fully thegroundsonwhichit would
support such a decision. Briefly stated,
these grounds are as under:

The basis of the above decision is not
a general opposition to technica
improvement such as is implied in the
view, If held anywhere, that a less
advanced technology isinit self themore
desirable. Its main purpose is to rehabil-
itate, in their own occupations, persons
possessing  traditional productive
equipment and skills; to protect those
who are at present employed; and to offer
to the unemployed and the under-
employed, additional or fuller employ-
ment in their traditional occupations
though their productive effort here will
be so meagre that it will have to be
supported by direct and Indirect subsidies
to yield to them a minimum level of

Reprint from THE ECONOMIC WEEKLY, July 6, 1957.
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subsistence income. An advantage in
such part relief employment within tra-
ditional occupationsis that by its means
existing capital equipment and trained
personnel can be put to some use, how-
soever uneconomic and be made to pro-
duce the needed supply of consumer
goods.

Such a course is therefore to be rec-
ommended provided (1) the contribution
of the productive effort in the traditional
industry substantially lowers the cost of
therelief and social security whichwould
otherwise be necessary; and (2) recruit-
ment into the relief programme of new
personswho arenet traditionally engaged
in the industry or creation of new
equipment which can provide no more
thanrelief employment isavoided so that
thefulfilment of theimmediate objective
may not hamper the future rational
development of the industry.

Doesit Reduce Burden of Relief?

L et us now examine the Ambar Char-
kha programme in the light of these
principles. To begin with, let us see to
what extent the productive effort on the
Ambar Charkha reduces the burden of
relief. To do this we should work out the
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cost of production of yarn on Ambar
Charkha and compare it with the cost of
production of comparable mill yarn. On
the basis of (i) awage of 12 asaday to
thespinner with adaily output of 8 hanks;
(i1)) raw cotton at Rs 700 per candy for
20 counts, and Rs 600 per candy for 16

counts; (iii) a margin of about 12 % per

cent for wastage and (iv) handling

charges, at 6% per cent of the costs, the

Khadi Board hasworked out the cost per
Ib of Ambar yarn of 16's, 18's, and 20's.
(Report of the Ambar Charkha Enquiry
Committee: pp. 63). Thisisshowninthe
table below.

The Khadi Board proposes that this
entiredifferencebemet by direct subsidy,
Thus, of theRs 1-8-0 whichisthe spinner
will earn on alb. of 16’'s yarn Rs 1-0-3,
which is more than two-thirds, will be
met by a direct subsidy; of Rs 1-11-0
which he will earn on alb. of 18 syarn,
Rs 1-4-1 which is three-fourths, will be
met by a direct subsidy; and of the - Rs
1-14-0which hewill earnon alb. of 20's
yarn Rs 1-6-3 which again is nearly
three-fourths, will be met by, a direct
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subsidy. The contribution of the pro-
ductive effort on Ambar Charkha is
therefore between one-fourth and
one-third of thetotal relief tobeprovided.

The Khadi Board expects that this
difference will be somewhat reduced in
the rural area since, the transport and
other charges on the mill yarn will have
to be added to the price of the mill yarn.
Taking the instance of 18's yarn, the
Board expects that the, difference of Rs
1-4-1 on thisyarn, will be reduced to Rs
1-1-0 on this account. It Is doubtful
whether the differential transport costs of
the mill yarn will be as high as 3 as. per
Ib. But even if thisis granted, out of the
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Rs 1-11-0 which the spinner will earn on
alb. of thisyarn, Rs 1-1-0 that is nearly
two-thirds will have to be met by direct
subsidy.

Only by One-fourth

On the other hand, In the above cal-
culation of the production costs, no
allowanceis made for overhead costs. In
reply to the questionnaire from the
Ambar CharkhaEnquiry Committee, the
Khadi Board stated that "the overhead
charges on the present traditional khadi

are computed at 18 gper cent; these

areinclusive of establishment, transport,

Cost of Amber Yarn

16's 18's 20's
Raw cotton 0-12-3 0-14-2 0-14-2
Wastage 0-1-7 0-1-9 0-1-9
Spinning wages 1-8-0 1-11-0 1-14-0
Handling charges 0-2-5 0-2-8 0-2-10
Cost per Ib. of Ambar yarn 2-8-3 2-13-7 3-0-0
Price of comparable mill yarn 1-8-0 1-9-6 1-10-6
Difference in cost 1-0-3 1-4-1 1-6-3

insurance, etc. In the Ambar Charkha
scheme, the Board expects a progressive
reduction in the overhead costs from the

3 1
present 18, per cent to 12 per cent. By

what stagesthisreductionwill beeffected
and by how much are points that cannot
now beindicated.” Further inexplanation
of the handling charges, the Board stated
that it "contemplates a thorough revision
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of itsearlier Ambar Charkha Programme
and directly undertaking the manufacture
of cloth from yarn produced on the
Ambar Charkha. The question of han-
dling charges or its appropriate percent-
age to total costs may not, therefore,
arise.”

Taking the most favourable view of
these expectations of the Board, we may
suppose that the total overhead charges

will be 12% per cent including handling

chargesif any. In the above computation
of the production costs of Ambar Char-

khayarn, only handling charger at 6;11 per

cent have been allowed. The cost of
production will have therefore to be

raised by at least another 6;11 per cent or

by anything between 2 to 3 annas per Ib.
Asaresult it will appear that the differ-
ence between the costs of the Ambar and
mill yarnswill be at | east three-fourths of
the wages payable to the spinner on
Ambar Charkha. L et usthereforesuppose
that the spinner, with a daily production
of 8 hanks, will earn 12 as. as wages of
which nearly, 9 aswill have to be met by
adirect subsidy.

Cost Under-estimated

The Khadi Board’s view, which also
was the basis of the above computations
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of production costs, that a spinner
working on the Ambar Charkha can
produce, on an average, 8 hanks of 20
counts per day of 8 hours, from carding
of cotton to spinning, has not been
accepted by the Ambar Charkha Enquiry
Committee. The majority view of the
Committee, after considering al avail-
abledataincluding thedatafromthefield
tests conducted by the Khadi Board, was
that the Ambar Charkha can give adaily
production of 6 hankson the average; the
minority view placed this figure lower
still.

What happensif thisview turnsout to
be correct and the average production
does not come to 8 banks a day? Either
the spinners will earn less than 12 as a
day or else, a higher proportion of their
wages will have to be met by direct
subsidy. Thus supposing that the spinner
is able to produce on an average only 6
banksinstead of 8 banks, he will be able
toearnonly 9 asaday if the cost of yarn
is not to rise further. On the other hand,
if itisdecidedthat, inany case, anaverage
spinner must earn 12 as. a day, the cost
of yarn will increase by an addition of
one-third of the spinning wagesshownin
the above computations. Thus taking the
average case of 18's yarn, the spinning
wages per |b. will be Es 2-4-0 Instead of
Rs. 1-11-0. The difference in the cost of
the Ambar and mill yarn of this count,
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will be Rs. 1-13-1 which more than 80
per cent of the wages payable to the
spinners.

Thus the productive: effort on the
Ambar Charkha cannot be expected to
contribute more than one-fourth of the
total relief. Whether thismay beregarded
as substantial is a matter of opinion.

Basic Condition Violated

The Ambar Charkha programme does
not also satisfy the second requirement
lad down by the Karve Committee,
namely, that the programme should not
involve the recruitment of new persons
who are not traditionally engaged in the
industry or the creation of new equipment
which can provide no more than relief
employment. For, as it happens, there is
not presently in existencein the country,
any large traditional handspinning
industry with recognisable capital and
labour structure, either unemployed or
underemployed which has to be rehabil-
itated. Thefindings of the Pilot Survey of
the handspinning industry at Tirupur
conducted by theKhadi Board, aswell as
the experience of the organizers of the
industry in al the 512 khadi production
centres in the country show

"(i) over 90 per cent of the spinners
arewomen from the lower middle
class families whose social status
prevents them from going out in
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search of any other alternative
occupation as a means to supple-
ment their family’s meagre
Income”; and that

"(ii) retired, superannuated Gov-
ernment and other service per-
sonnel constitute a substantial
portion of thetotal number of male
spinners.” - All-India Khadi and
Village Industries Board: Com-
mon Production Programme for
Cotton Textile Industry-page 13.

Itisobvioustherefore, that theexisting
hand-spinning industry is not traditional
but is entirely artificially created. Also,
the classes of personswhich are attracted
to this industry, are certainly not those
whose claims on social relief are most
urgent.

No Long Term Rational Programme

Isit then possible to regard it not as a
short-term relief operation but as lone-
termrational programme of development
of the textile industry in this country?

The Karve Committee has laid down
the following considerations in this
connection:,

In the long-term development of an
industry, on a rational basis, a decen-
tralised economic structure consistent
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with a  progressive  economic
development at afairly rapid rate should
be accepted as a socially desirable goal.
The bias towards decentralisation would
mean that in the future programme of
technical improvement, the techniques
adopted are appropriate to the decen-
tralized pattern and further that continu-
ous effort is made to adjust existing
improved techniques for particular
production activities which are central-
ized in modern economies to a decen-
tralized mode of operation or toinvent or
to discover decentralized substitutes for
them.

Thusit seemsthat therearetwo distinct
routes to effect the deliberate transition
from the traditional small-scale industry
toan improved modern but decentralized
industry. One is by discovering or
inventing decentralized substitutes for
the existing centralized techniques. The
other is by continuous effort to adjust the
existing centralized techniques to a
decentralized mode of operation. In the
first, theprogresswill befromthevillage
base upwards around small towns and
existing small centres, of urban life. In
the second, the progress will be from the
large industrial centres downwards by
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spreading small industrial units among
the small towns located all over the
country.

Base for Future Development?

In the case of hand-spinning, as there
does not exist any traditional small-scale
industry with which to make a start, a
logical procedure is to begin by setting
up aspinning industry in the small-scale
and village industries sector so that its
future development may proceed on a
rational basis from the village upwards.
The All-India Khadi and Village Indus-
tries Board proposes to do this by man-
ufacturing and installing 25 lakh Ambar
Charkhaswhich are estimated to produce
about 400 million Ibs of yarn annually.
Thiswill involveacapital expenditure of
Rs 32.5 crores calculated at Rs. 130 per
Charkha and will provide full time
employment to about 36 lakh spinners.
These calculations are based on the
Board' s estimate that a man working on
the Ambar Charkha can produce, on an
average, 8 hanks of 20 counts per day of
8 hours. As mentioned earlier the Ambar
Charkha Enquiry Committee was of the
opinion that the production might be
muchlower say only 6 hanks. Inthat case,
the proposed 25 lakh Ambar Charkhas
may not be able to produce the expected
400 million Ibsof yarn but much less, say
only 300 million lbs.
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There is also another reason why the
actual production in the Ambar Charkha
programme may fall much below the
expectations. Ambar Charkhas will be
widely distributed and the production
will be highly decentralised; that in fact
isits principal social goal. It is unlikely
therefore that the Charkhas will be fully
employed over thewholeyear. Therefore
in order to supply the estimated require-
ments of 400 million Ibs of yarn, there
may be necessary alarger number, say 30
lakhs of Ambar Charkhas. The capital
expenditure may in that case amount to
about Rs40 crores. Of coursethiswill be
compensated by the fact that the pro-
gramme will offer increased employ-
ment, say to 44 lakh spinners instead of
the estimated 36 lakh only.

Pre-condition for Productivity

The programme is expected to be
completed by 1960-61 when a new
small-scale industry on a village basis
will have been established in the country.
Among other features of the traditional
industry, it will have the import ant
characteristic that employment in it will
be of a part-relief nature. Thus on the
basis of 12 annas a day, the 44 lakh
spinners will earn a daily wage amount-
ing to Rs 33 lakhs, of which more than
three-fourth or say Rs 25 lakhswill bein
the nature of relief payment to be pro-
vided in the form of a direct subsidy.
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Calculated for 300 days of the year, this
will amount to Rs 75 crores per annum.
In comparison with this, the capital cost
of the programme appears indeed small
amounting to only about half of the
annual cost of the subsidy.

Once the hand-spinning industry is so
established, its future development may
proceed on arational basis aslaid down
by the Karve Committee. As and when
the existing capital and labour structure
of the Industry is found to be fully
employed and the demand for its product
continuesto rise beyond itsfull capacity,
conditions will be regarded ripe for the
introduction of superior methods of
production. It is to be hoped that when
such conditions arise, the principles laid
down by the Karve Committee will be
borne in mind and that no further
expansion of the industry on the present
lineswill be attempted. At the sametime,
it will beincumbent to seethat only such
technical improvements are adopted as
will not greatly disturb the locational and
social set-up of the persons employed in
the industry and also not cause any
unemployment or under employment
amongthem. For Instance, itisonly when
the per capita consumption of cloth rises
to 25 per cent aboveitslevel in 1960-61,
that such technical improvements in the
Ambar Charkhawill be permitted aswill
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enable aworker, working for 8 hours, to
produce 10 hanks, rather than the present
8 hanks, of yarn.

Developing from Village Base

It should be clearly understood that
there is no prejudice against technical
improvement as such and that thereisno
objection in principle to even the pro-
ductiveefficiency of themodernindustry
provided the same can be attained in a
decentralised pattern of production. But
if theproductiveefficiency of themodern
industry is say 20 to 25 times that of the
traditional industry, as it will be in the
case of spinning industry, it should be
aimed at and attained only when the per
capita demand for the products of the
traditional industry risesto 20to 25times
its present level.

This process of developing up-wards
from the village base may be compared
with the adternative of proceeding
downwards from the existing centralised
modern Industry. It does not run against
the principles laid down by the Karve
Committeewhenever theredoesnot exist
any traditional industry, asin the case of
hand-spinning. The course was also rec-
ommended by the Textile Enquiry
Committee. This Committee
recommended that all additional yarn
requirements should be met by setting up
new spinning units of the modern
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industrial type. According to its recom-
mendations, the additional requirements
of 400 million Ibs of yarn will require 2
million additional spindlage on the basis

of production of 5 % oz per spindleshift,

working two shiftsaday and for 25 days
in a month on average of 20’s count.
These may be provided by setting up, for
example, 100 units of 20,000 spindles
each. At acost of Rs40 lakhseach, these
will involve a capital expenditure of Rs
40 crores which is not greatly in excess
of what will be required for the Ambar
Charkha programme. Such a proposal as
thisis also not opposed to the socia goal
of a decentralized industry. Thus with
100 unitsto set up, there canbeaspinning
unit in every important cotton growing
centre.

Decentralisation

There is aso no reason why decen-
tralisation may not be carried still further
by setting up even smaller units.
Progressing along these lines, the effort
will be to adapt the modern machine
spinning industry to a decentralized pat-
tern and to set up all over the country
small but efficient spinning units which
will aways be in a position to adopt or
adapt future technical improvements
leading to further increase in productive
efficiency.
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A disadvantage of thiscourseisthat it
will not offer employment on a scae
comparable with that offered by the
Ambar Charkha programme. But it
should be under stood that asthere exists
no traditional industry in hand-spinning,
such a procedure as outlined above will
also not create any unemployment or
under employment in any traditional
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industry. Asfor thelargevolume of relief
employment which the Ambar Charkha
programme promises to create, it is
worthwhile examining the implications
and advisability of such acourseinview
of the heavy burden of subsidy and relief
that it will almost permanently throw on
the economy.



NOTESAND NEWS

NATIONAL FOOD RESERVE - AN INSTRUMENT
OF AGRICULTURAL POLICY

V.M. Dandekar

Thefunctions of aworld food reserve,
its scope and limitations, have been very
fully set out in the FAO Commodity
Policy Studies No. 10. Though there are
many differences between the proposals
for aworld food reserve, which the FAO
study examines, and the much simpler
concept of a national food reserve, the
need for which has now come to be
generally accepted in this country, a
reading of the FAO study naturally gives
rise to thoughts on the functions of a
national food reserve. These are briefly
set out in the following:

In spite of better and more statistics,
the present position regarding our inter-
nal supplies of foodgrains remains a
mystery. But experience in recent years
suggeststhat possibly we haveturned the
corner and have seen the end of a per-
manent and chronic deficit infoodgrains.
Nevertheless, quite obvioudy, we
continuetobeonthemarginandwill have
toface frequent shortages and occasional
small surpluses. The situation is, there-
fore, ideal for the operation of a national
food reserve.

Owing to the very low short-term
elasticities of demand for foodgrains,
even small fluctuations in their yields
tendtobeassociatedwithlargevariations
in their prices. Moreover, once wide
fluctuations in prices become common,
speculative stock movements tend to
further exaggerate the instability of
prices. Ever since the derationing and
pricedecontrol of foodgrains, their prices
fluctuated widely. It is not clear to what
extent these fluctuations in prices were
accounted by variations in annual yields
and to what extent they were due to
speculative stock movements, and fur-
ther, to the extent that they were due to
thevariationsinyields, what could bethe
approximate sizes of these physical sur-
plusesor shortages. Onananswer tothese
guestions, dependsthesizeof thenational
food reserve necessary to make it an
effective instrument of agricultural pol-

icy.

The national food reserve will operate
by absorbing in times of relative abun-
dance and by releasing them in times of
relative scarcity. It will thus attempt to
even out the fluctuations in annual sup-
plies and also to keep within limits the

Published in Indian Journal of Agricultural Economics, 1956-57.
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fluctuations in prices. The effectiveness
of itsoperationswill depend uponthesize
of its resources, both in terms of finance
and physical storage capacity, in com-
parison with the resources of stock-
holders and market operators. It must be
clearly bornein mind that theselatter will
do their utmost to counter the operations
of the national reserve until its power is
proved.

So long as the possibility of specu-
lative stock movements existswhich will
attempt to counter the operations of the
national reserve, particular carewill have
tobeexercisedwhen, intimesof scarcity,
the national reserve releases its supplies
on the market. It may in fact turn out that
the national food reserve may have to
build its own net work of retail distrib-
uting agencies all over the country. The
existence of such an agency will also
facilitate frequent rotation of stocks,
which may be found necessary both to
prevent quality deterioration of stocks
and also to moderate seasonal fluctua-
tionsin prices evenin normal years.

NOTESAND NEWS

The national food reserve will pri-
marily operate with a view to lessening
price fluctuations and to that extent may
have a certain destabilising influence on
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producers’ incomes. Intheabsenceof any
such operating reserve, the producersare
usually compensated in years of low
productionyieldsby higher pricesfor the
produceand by low pricesinyearsof high
production yields, though the fluctua-
tions in prices may often be more than
proportionate. With the stabilising
influence on prices owing to the opera-
tion of the national reserve, the producers
may tend to haverelatively largeincomes
in years of good yields and very low
incomes in years of bad yields. Such
destabilising influence of the operations
of the national reserve can be countered
only by an efficient agricultural credit
system.

An adequate storage capacity, an
efficient retail distributing agency and an
effective agricultural credit system thus
seem to be essentia for a successful
operation of a national food reserve.
Rather than an isolated agency, the
national food reserve, therefore, appears
to be an integrated part of a comprehen-
sive agricultural development pro-
gramme covering co-operative credit,
warehousing and marketing. So
conceived, it will undoubtedly prove to
be an effective instrument of agricultural

policy.



STABILISATION OF FOODGRAINS PRICES

V.M. Dandekar

To achieve the stabilisation of food priceswhich it considersto be the primary
objective of food policy, the Foodgrains Enquiry Committee has proposed the cre-
ation of a Foodgrains Sabilisation Organisation to engage in buffer stock opera-

tions.

The main function of open market purchases at fixed prices will be firm and
effective support to prices, but it is not so obvious that this will enable the FSO to
build up adequate buffer stocks. Compulsory procurement raises other problems
and would imply a failure of the FSO to achieve its objectives through open market
operations. In relation to sales, releases of stocks by the FSO to wholesale traders
may not help the situation, if the supplies thus released do not find their way into

theretail market.

THE Foodgrains Enquiry Committee
has laid down the stabilization of food-
grains prices as the primary objective of
food policy. For this purpose, it
recommendsthesetting up of what it calls
aFoodgrains Stabilization Organization.
This will be a large trading body,
benevolent in character, whose main
function will be to counteract the fluc-
tuations in foodgrains prices by under-
taking what are called buffer stock
operations, namely, purchasingwhenand
wherepricestendto fall and selling when
and where prices tend to rise. In normal
circumstances, or in theory, the free
trading system is supposed to operate in
about the same manner buying and sel-
ling in the different circumstances noted
above, It is, therefore, necessary to be
clear about why the free trade can hot be
trusted to perform this function for food

In Indiatoday. The special feature of the
food situation is that foodgrains are an
essential commodity and that our present
supplies of them are margina and are
likely, toremain sofor alongtime. Under
such circumstances, it is in the nature of
free trade, motivated by private profit,
that speculation and cornering become
important elements In its operation.
Therefore, when prices tend to fall, pri-
vate traders tend to refrain from making
even the normal purchases they would
otherwise make, thus hoping to depress
pricesstill further. Similarly, when prices
tend to rise, private traders refrain from
making even thenormal salesthey would
otherwise malts thus hoping to push up
the prices still further.

The Committee describes as follows
the modus operandi of the buffer stock

Published in The ECONOMIC WEEKLY ANNUAL, January, 1958.
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operations it proposes the Foodgrains
Stabilization  Organization  should
undertake.

(i) Thepricesat which the FSO will be
prepared to buy should be economic
prices and should be kept reasonably
stable to give confidence to the produc-
ers,

(i1) It should generally try to complete
its purchases within three months of the
harvest;

(iii) It should sell that part of its stock
which requires early turn over and also a
part of its surplus stock either in thelean
season of the same year in which it buys
or in a subsequent year when there is a
short crop;

(iv) In the main, It should sell in the
open market at aprice approximating the
market price;

(v) it should have no responsibility for
retail distribution though it may sell to
State Governments for distribution
through modified ration shops; however;
it isthe open market sales which will be
the more important for counteracting
fluctuationsin prices.

It is clear from this that the fair price
shopsor themodified ration shopsare not
conceived as a part of the FSO and that,
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therefore, these shops or the State Gov-
ernments maintaining them are not to be
regarded as agenciesof the FSO for retail
distribution. In fact, the FSO hasto have
no responsibility for retail distribution.

If thereasonsfor not trusting the job to
the free trade are what they have been
stated in the opening paragraph above, it
may be asked what the chances are of the
open market operations of the FSO being
effective. The purpose of thisarticleisto
examine the modus operandi of the,
proposed FSO from this standpoint.

Let us begin with the open marcation
of the failure of the FSO. They have a
two-fold purpose. Oneisto support prices
when they tend to fall. The other is to
build up buffer stocks so that they may
become available for releasing on the
market if and when prices tend to rise.
The two purposes are apparently in har-
mony. Neverthelessit will be seenthat in
the details of the purchase operations,
they may conflict. As mentioned above,
the committee stipulates, and rightly so
that the prices at which the FSO will be
prepared to buy should be economic
prices and should be kept reasonably
stable to give confidence to the produc-
ers. But thishastwo implications. Oneis
that having announced a purchase price,
theFSO must accept all deliveriesoffered
at that price so that the prices may be
effectively supported at that level. The
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other isthat having announced apurchase
price, the FSO must avoid revising it
upwards at a subsequent date. The FSO
may be tempted to attempt an upward,
revision of an announced price if it has
failed to make enough purchases at the
price earlier announced. But oncethisis
doneand the practiceisestablished of the
FSO revising its purchase price fre-
quently to enable it to purchase enough
stocks from the open market, producers
may tend to delay their deliveries to the
FSO expecting the FSO to raise its pur-
chasepricestill further. It will also enable
tradersto earn margins by purchasingin
the open market when the FSO purchase
priceislower and selling it subsequently
to the FSO when, it has revised its price
upwards. Hence, once the purchase price
isannounced, it seemsimperativethat the
FSO should not reviseit eventhough this
may mean that it is unable to purchase
adeguate stocks in the open market. The
main function of open market purchases
or of the offer to purchase in the open
market at an announced price will
therefore be a firm and effective support
toprices. Itisnot obviousthat it will also
enable the FSO to build up adequate
buffer stocks.

Withthe condition that purchases shall
bemadeonly at asingleannounced price,
i.e,, without entering into competition
with traders, it seems the FSO will face
the danger of being outbidded by traders
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inthe open market. One can only leaveit
to future experience to judge whether
under these conditions the FSO will be
able to purchase adequate stocks in the
open market. The Committee is of the
opinion that the FSO may be able to
purchase adequate quantities of millets
and also of wheat because of the easing
of the wheat situation on account of the
large imports which will be possible for
sometimeto come. However, it feel sthat
thismay not bepossibleinthecaseof rice
and hence recommends some form of
compulsory procurement.

Compulsory Procurement

The Committee also recommends,
more generally, some form of compul-
sory procurement in a period of rising
prices. However, the modus operandi in
this respect does not appear to be clear.
For instance, when do we recognise the
existence or emergence of a situation
requiring a scheme of compulsory pro-
curement? Ordinarily, such a situation
may arise under two rather different
circumstances. It may do sofirstinayear
of crop faillure when a price rise may
become apparent soon after harvest. It
may do so, however, also in ayear when
cropsarenot so bad but whentradershave
been able to purchase a large part of the
marketed produce and have decided to
corner it. Under these conditions, the
pricerisewill become apparent only after
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most of the stocks have passed from the
hands of the producers into the hands of
traders,

Under both these circumstances, any
form of compulsory procurement seems
hardly feasible. The Committee too does
not appear certain in its mind whether
such amoment is the most opportune to
initiate any scheme of compulsory pro-
curement. For instance, it mentions that
procurement gives a spurt to the price
level which does not get fully corrected
when the procured quantity is released.
In fact, In a period of rising prices, it
seems more inclined to recommend
larger imports because, as it points out,
from the point of view of the food
administration import has a certain
advantage over procurement. Too
obvious of course!

It is also clear that compulsory pro-
curement, whether as a norma measure
in the case of rice for sometime to come
or as an emergency measure in the case
of wheat and millets, is not a part of the
functions of the FSO, True, the Com-
mittee mentionsthat the simplest method
of compulsory procurement will be to
cordon off certain areas and make the
FSO the sole buyer in these areas for
export purposes. Nevertheless, compul-
sory procurement in any form does not
becomepart of the proper functionsof the
FSO namely, the carrying out of open
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market operations. There is also an
important distinction between stocks
which the FSO acquiresthrough its open
market purchases and those it may
acquire through any scheme of compul-
sory procurement. Theformer areindeed
apart of the buffer stock and the FSO will
be freeto operate on them assuch and in
particular to sell them in the open market
when necessary. But the stocks acquired
through compul sory procurement cannot
be so operated, upon and cannot be sold
it the open market.

Distribution of Procured Stocks

As the Committee rightly points out,
some control over distribution of such
stocks will be necessary to ensure that
supplies which have been specially pro-
cured at reasonable rates are made
available to the needy consumer at such
rates. In other words, such stocks will
have to be distributed through fair price
shops or modified ration shops. As we
have earlier pointed out, these shops are
to be maintained by the State Govern-
mentsand are not conceived as part of the
FSO. Hence, in any scheme of
compulsory procurement, the FSO may
at best act asan agent of the Stateor Union
Governments for purposes of procure-
ment. After the stocks are procured, it
must hand them over to the Government
concerned for distribution through
appropriate channels.



VOL. 32 NOS 1&2

Compul sory procurement of foodgrain
and distribution through modified ration
shops cannot thus be considered as
belonging to the proper functions of the
FSO. In fact, they would constitute an
indication of the failure of the FSO to
achieve its objective through open mar-
ket operations. Further whether within or
outside the functions of the FSO, a
scheme of compulsory procurement,
unless it is a regular feature as is sug-
gested in the case of rice, is unlikely to
succeed once open market purchases
havefailed and prices have beguntorise.

Open Market Sales

Let us now consider the open market
sales by the FSO. When prices tend to
rise, the FSO is expected to release
appropriate quantities of its stocksonthe
openmarket. Suchasituationwill usually
arise only after producers stocks have
passed from their handsinto the hands of
traders, so that the price rise will be
largely ittheretail market. Whenthe FSO
releases its stocks on the open market,
presumably they will be purchased by
wholesale traders. This will be effective
in checking the rise in prices in retail
marketsonly if, asaresult of thereleases
by the FSO, thewholesale tradersrelease
larger quantities than previously on the
retail market. What is the guarantee that

STABILISATION OF FOODGRAINS PRICES

173

this will happen and that the wholesale
traders will not merely buy up the FSO
releases and sit tight over them?

Further, because the FSO will be a
public body, the position of itsstocksand
its policy will al be public knowledge
andthewhol esal etradewill know exactly
what todoif it decidesto buy up the FSO.
This is a rea danger and the net effect
will be that all the stocks painstakingly
built up and held by the FSO will be
handed over, at a critical moment, to the
wholesal etradewhich canbeleast trusted
to use them in the interests of the com-
munity.

Licensing of Traders

The Committee mentions the regu-
lation of the wholesale trade by meats of
alicensing system, Let us examine this
system which is regarded as a key mea-
sure necessary to make the proposed
system work successfully. Under it all
traders and big producersin the country,
who may deal in and stock morethan 100
maundsof foodgrains, will berequired (i)
to take alicence; (ii) to make fortnightly
returns of their stocks, sales and pur-
chases; (iii) to restrain from purchasing
or selling in a district if and when the
Government so directs; (iv) to confine
their sales and despatches to particular
areas if and when the Government so
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directs. The Committee hopes that these
powers may not have to be used ordi-
narily.

For, our present purpose the important
point is that even if al the powers are
used, they will prove inadequate to meet
the kind of situation which we have
envisaged above, when the magjor stocks
are dl in the hands of the wholesale
traders or big producers (who for the
present purpose need not be distin-
guished from traders) and when the
releases by the FSO in the open market
have not been effectivein bringing down
prices because no additional stocks were
released on the retail market. The regu-
latory powers proposed will be ineffec-
tive in a such situation for there is no
power to compel the licensed traders to
sell. Even if stocks are truthfully
reported, the Government may know all
about them without any power to release
them on the retail market. At the same
time, this will not be the moment to
initiate any scheme of compulsory pro-
curement. Under thecircumstances, there
will be no aternative but to requisition
stocks from traders and distribute them
through appropriate channels of retail
distribution. It would be an ironic situa-
tion if soon after releasing the stocks of
the FSO, the Government were obliged
to requisition stocks from traders for
retail distribution.
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M aintenance of Reserve Stocks

There is another proposal which the
Committee makes which deviates to
some extent from the functions of the
FSO as an open market operator. In
addition to the buffer stock operation, an
important function proposed for the FSO
is to build up and maintain adequate
reserve stocks. The Committee recom-
mends that:

(i) Such reserve stocks should be
maintai ned at certain special points,
such as, ports and metropolitan
areas, chronically deficit areas,
areas generally affected by floods
and drought, and important centres
of transport.

(if) Adequate arrangements should be

made for revolving this stock in a
manner such that it may not unduly
upset the market.
The turnover will be facilitated by
the maintenance of a large number
of fair price and modified ration
shops.

(iii)

The need to maintain fair price and
modified ration shops also arises in
another context. In a period of rising
prices, one of the measures suggested by
the Committee isto cordon off big cities
like Calcutta Bombay and Madras, ban
all movements of foodgrains by traders
into and out of these cities and meet their
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requirements entirely from Government
stocksor imports. Let us presume that by
Government stocks are meant the FSO
stocks at least inclusively. The Commit-
tee suggests that such cordoning off of
thebig citiesat short noticewill begreatly
facilitatedif al individualsinthesecities
are provided with identity cards and a
large number of modified ration shopsis
maintained in al the cities. It recom-
mendsthat the State Governmentsshould
mai ntai n such shopsasanormal measure.
Now if we put thetwo proposal stogether,
we get a unified proposition as follows:
(i) The State Governments should
maintainin all thebig cities, and as
anormal measure, a large number
of modified ration shops.
The FSO should utilise the agency
of these shopsfor the purpose of the
turnover of itsreserve stock.

(ii)

However, thisis not the samething as
sayingthat the FSO should usetheagency
of the modified ration shops for the pur-
pose of releasing its buffer stocks on the
market. The Committee apparently
makes a distinction between the reserve
stocksand what it calls"the buffer stocks
that the FSO may build up from opera
tional considerations”. The Committee's
position therefore seems to be that the
releasesfrom the buffer stock will mainly
bein the open market, while the turnover
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of the reserve stock will be through the
modified ration shops maintained by the
State Governments.

Buffer Stocks and Reserve Stocks

The Committee has not explained the
distinction between the two. Let us,
therefore, try to see what can be the
distinction between thereserve stock and
the "buffer stocks which the FSO may
build up from operational consider-
ations'. What are the operational con-
siderations for which the FSO may have
to build a buffer stock? The crucial
consideration appears to be that at any
moment when the prices show atendency
to rise, the FSO must not be found
wanting in buffer stocks which it may
release on the market in an effort to bring
down the prices.

Asmentioned earlier, acontingency of
rising prices may arise broadly under two
different circumstances. Oneisin a bad
year when the crops are short. In such
circumstances prices may begin to rise
almost immediately after the harvest or
in fact as soon as the prospects of a bad
season become apparent. The release of
the buffer stocks, therefore, will have to
be quite early and much before any pur-
chases can be made from the current
harvest. In fact, in more severe cases, no
fresh purchases at all may be possible.
Hencethe stocksto bereleased will have
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tobethosecarried over fromtheprevious
harvest. Asthe prospects of a subsequent
harvest will always be uncertain, it is
obvious that the FSO must have with it
adequate buffer stocks at the beginning
of each harvest or at least until the pros-
pects of the harvest appear sufficiently
certain. This seems to be the principal
operational consideration for which the
FSO will haveto build buffer stocks. The
other situation of price rise will bein a
not-so-bad year when it will be mainly
because of the cornering of the stocks by
the wholesale trade. In such a situation,
the price rise will usualy occur after
stocks have passed from the hands of
producers into the hands of traders. The
FSO may also have madeitsnormal open
market purchases by this time. In this
situation, therefore, stocks from current
purchases will be available for release.

The Committee has obviousy these
two situationsin mind when it prescribes
that "the FSO should sell that part of its
stock which requires early turnover and
also a part of its surplus stock either in
thelean season of the sameyear inwhich
it buysor inasubsequent year when there
is a short crop". This appears in the
Committee’s description of the buffer
stock operation. Hence we presume that
both these types of sales are regarded as
sales from the buffer stock and not from
the reserve stock.
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Thus, it seemsthat the FSO must have,
at the beginning of each harvest, abuffer
stock adequate enough to meet the con-
tingency arising out of a subsequent
harvest turning out to be unsatisfactory.
For instance, if we suppose that our
normal annual production at present is
just sufficient to meet our demand and
that in abad year wemay suffer ashortage
tothe extent of fivemilliontons, it means
that at the beginning of a harvesting
season, the FSO must have abuffer stock
of nearly five million tons appropriately
divided between the two main harvesting
seasons. Thefigureof fivemilliontonsis
only illustrative and need not be taken as
hard and fast. The point is that at the
beginning of each harvesting season, the
FSO must have a buffer stock adequate
to meet what are considered to be not too
infrequent short falls in the outrun of a
harvest. This may be regarded as the
buffer stock which the FSO must build
from operational considerations.

F SO Operations

L et usnow follow the operations of the
FSO beginning with such a buffer stock
at the beginning of a harvest. The open-
ing, buffer stock is that which is carried
from the previous harvest and let us
suppose, for smplicity of the argument,
that storage considerations make it
advisablethat the stock should be rotated
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annually as far as possible. This will
require the release of almost the entire
opening stocks during the course of the
year. These stockswill bereplenished by
means of purchases during the current
year. Inanormal year, that isoneinwhich
current production is just adequate to
meet current demand, the FSO should be
ableto purchase nearly as much asit has
released onthe market so that the opening
stock position for the next harvest will
remain unaffected. In abbumper year, the
FSO might be able to purchase much
more than its releases and the opening
stocks at the next harvest will be larger.
In abad year, the FSO will not be ableto
purchase as much as it has released and
the opening stocks for the next year will
be smaller.

If it istrue that our production during
a normal year is adequate to meet our
current demand, then beginning with an
adeguate buffer stock and operating it in
the way described above, a normal suc-
cession of good and bad years should
leave the FSO with at adequate stock at
the beginning of each season. However,
an unfortunate succession of bad years,
which does occur, may depletethe buffer
stocks below the level of adequacy and
will have to be replenished by imports.
The merit of the operation as described
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above is that it gives enough notice for
theimportsto arrive beforethe beginning
of the next season.

Starting on the hypothesis that our
normal production is adequate to meet
our present demand, the main function of
the buffer stock operation is to effect a
net withdrawal from the market supplies
totheextent of thesurplusesingoodyears
and to make. a net addition to the market
suppliestotheextent of thedeficitsof bad
years. In both the cases, the referenceis
to the retail market. From operational
considerations, as explained above, the
best method to do this seemsto befor the
FSOtosell onthemarket afixed quantity,
say, five million tons, every year and to
make purchases of varying gquantities
according to the character of the season.
Inavery bad year, when thedeficit might
be as large as say five million tons, the
FSO might not be able to make any
purchases whatever. In a bumper year,
with a surplus of, say, five million tons,
the FSO should be ableto purchaseto the
extent of ten million tons after it has
released its own stock of five, million
tons. The important point of this opera
tional procedureisthat the FSO saleswill
be of afixed quantity while its purchases
will vary fromyear toyear. Also, the FSO
saleswill be in the nature of turnover of
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its opening stocks. It will be necessary,
as the Committee points out, that this
turnover should be carried out in such a
way as not to upset the market unduly.
The best way of doing this, again as
suggested by the Committee, isto release
such stocks through a large number of
modified ration shops which the State
Governments should maintain in al the
big cities as a normal measure. The fact
that the FSO sales will be of a fixed
quantity makes them eminently suitable
for releasing through the modified ration
shops.

Now if this is how the buffer stock
operationisconceived, thereislittleneed
for any reserve stocks outside this. It
seems that this is a difference of termi-
nology and no more. What we have
described above as the opening buffer
stocks, which become necessary fromthe
operational considerations, the Commit-
tee, probably refers to as the reserve
stocks. If that isso, it seemsthat the buffer
stock operation as described above is
what is conceived by the Committee and
that the turnover sales out of the buffer
stock areintended to be madethroughthe
modifiedration shopsontheretail market
and not in the open wholesale market,
The additional point gained by the above
analysis is that the FSO need not make
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any more sales that are involved in the
turnover of its beginning stock. We may
therefore avoid atogether the opera
tionally wasteful salesonthe open market
which, if they are acquired and held by
the traders, will fail to achieve their
purpose.

Conclusion

If we, now put together these several
propositions, the modusoper andi of the
FSO appears to be as under:

() Ineachharvest season, afixed price
will be announced at which al
deliveries to the FSO will be
accepted
If subsequently, the pricesrisevery
much above this level and the FSO
finds it impossible to make open
market purchases, aban will be put
on purchases by licensed traders,
the FSO continuing its purchases at
the announced price. (A form of
compulsory procurement.)

A fixed quantity of stock, say five
milliontons, will bereleased onthe
retail market through the agency of
modified ration shops to be main-
tained by the State Governmentsin
all the big cities as a normal
measure.

In case it is found impossible to
releasethe given quantitiesthrough
the modified ration shops on

(ii)

(iii)

(iv)
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account of competition by traders,
the big cities will be cordoned off
and madeinaccessibletotheprivate
trade.

If in any year after purchases have
been completed, it appears that the
opening stocksfor thenext year will
belessthan the given quantity, say,
fivemilliontons, arrangementswill
be made for imports to meet the
deficit.

v)

It is true that the Committee has not
framed its policy recommendations on
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these lines. In fact, on some points, the
Committee's proposals appear to be at
variance with the modus operandi
described above, such as, for instance, its
proposal that the buffer stock salesby the
FSO should bemainly intheopen market.
Nevertheless, the purposeof thisanalysis
is to show that if one puts together the
several propositions contained in the
Report, the above is what emerges as a
coherent policy and it is hoped that the
Committee will not disown it.
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FOREWORD

Thisis one of the series of District Monographs of the
All-IndiaRural Credit Survey organised by the Reserve Bank
of Indiaduring 1951-52 and relatesto the District of Poona
in the Bombay State. The fieldwork was done during
November 1951 to July 1952 and was conducted under the
central direction of the Committee of Direction. Shri D.P.
Apte acted as Districts Inspector under the general  Super-
vision of myself as the Regional Controller for the seven
districts where the Survey was administered by the Gokhale
Institute of Polities and Economics, Poona. The Monograph
has been prepared in accordance with the Synopsisapproved
by the committee of Direction with  Some minor modifica-
tionsof arrangement. Shri D.P. Apte assisted me in drafting
toan extent justifying hisjoint authorship of the M onographs.
The Monographs is, therefore, being forwarded under our
joint authorship. The last chapter entitled "Review of Situa-
tion" where an integration of the different parts of the report
and a general appraisal of the situation is intended remains

undone. It is hoped to complete it in the near future.

Poona V.N. Dandekar
10th June, 1953.
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POONA DISTRICT

[.INTRODUCTORY

(1.1) Poona district is one of the central
districts of theBombay Deccan. Thearea
of the district is approximately 6,000
square miles and the 1951 population
about 19,51,000. Poona is the headquar-
tersof thedistrict isand has a population
of about 5,40,000. For administrative
purposes, the district is divided into
thirteen talukas and one Mahal. They
are-

(i) Khed, Junnar, Ambegaon;
(ii) Maval, Mulshi;
(iii) Velhe Mahal, Bhor;
(iv) Poona city, Haveli, Purandhar,
Sirur;
(v) Indapur, Dhond, Baramati.

(1.2) Talukas mentioned in thefirst three
groups from the western region of the
district bounded on west by the western
ghats. Thetalukasinthethreegroupslie,
respectively, in the north, middle and
south of thisregions. Here the country is
undulating and intercepted by numerous
spurs of the western ghats which break
off in the south-westernly direction. The
talukas in the fourth group form the
central regionsof thedistrict and thosein
the last group form the eastern region
where the country is plain. The Bhima

and its tributaries form the north-east
boundary while the Nira forms the
southern boundary of the district.

(1.3) The area in the western region is
hilly and the soil is shallow. Thereis a
considerable area under forest growing
good quality timber and supplying fire-
wood. The soil in the central and eastern
regions is a mixtures of black and red
soils. The black soil is more retentive of
moisture and hence suited to both the
Kharif and Rabi crops. The red soil is
more coarse and is suitable only for the
Kharif crops.

(1.4) Thedistrict receivesitsrainfall from
south-west as well as the north-west
monsoons. The regular monsoon breaks
ordinarily in early June in the west and
gradually extends over the district. It
closes in September and is followed by
the north-east rains which give the
moisture necessary for rabi crops in the
central and eastern regions. The north
east rainsclosein November. Occasiona
heavy showersin December or after are
abnormal and harmful. Therainfall varies
considerably in different parts of the
district. Therearethreerainfall sores. The
rainfall isheavy and certaininthewestern
parts of the district. It is moderate in the
central belt and in the eastern belt it is
both inadequate and uncertain. The
averagerainfall inthe three beltsis 165",
30" and 20", respectively. On account of
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the irregular and inadequate rain the
eastern parts of the district are liable to
frequent droughtsand famines. However,
rainfall in 1951-52 was adequate and the
season satisfactory in the whole of the
district. Asin other parts of the Bombay
Deccan, there are two agricultural sea-
sons, the Kharif that is, the rainy season,
and the Rabi, that is, the winter season.
Kharif extends from June to the middle
of October and Rabi from the middle of
October to the and of February.

(1.5) Intable 1.1 are shown the area and
population of district divided into five
natural region.

(1.6) The high density in the centra
region is due to the inclusion of the city
of Poona in that region. The density of
population in that region exclusive of
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Poona city is comparable with that other
regions. The rather low density in the
south-west region is due to the extreme
hilly character of that region while the
low density in the eastern region must be
ascribed to the frequent droughts to
which that regionisliable.

(1.7) For thedistrict asawhole, 8 per cont
of the areais under forest, about 50 per
cent under different crops and remaining
42 per cont as cultivable waste, current
and permanent fallow, etc. The high
percentage under the last category is
mainly dueto the physical featuresof the
district. The principal food crops are
Jowar and Bajri. Areas under commer-
cial crops like sugarcane, chilies and
vegetables are small. In the following
table are given the proportionate areas
under different crops:-

Table1.1.
Areain 1951 Population  Population of Population of
square miles  Population  per sg. miles  talukaH. talukaH. Qrs.
Qrs. as % to total
North- West Ambegaon 1474 3,65,624 232 30,114 8
Junnar
Khed
Middle West Mava 767 1,67,270 218 4,428 3
Mulshi
South-West Velhe 521 1,01,102 194 8,232 8
Bhor
Central Poona 1620 9,81,243 606 5,98,381 61
Haveli
Purandhar
Sirur
Eastern Dhond 1621 3,35,737 204 40,894 12
Baramati
Indapur
6,003 1,950,976 324 6,82,049 35
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Table 1.2. Important Cropsin the District

Crop % to the total Cropped
area
Jowar 55
Bajri 26
Rice 6
Wheat 2
Gram 3
Other Pulses 3
Sugarcane 1
Other Crops 4
Total 100

(1.8) Between Jowar and Bajri, Jowar is
moreimportant inthe central and eastern
zones while Bajri  becomes compara-
tively more important as we go from
south-east to north-west.  Rice is
important only in the western region
when the rainfall is heavy. It is particu-
larly important in the middle-western
region. Gram is concentrated in Junnar
and Khed talukas of the western zone
while other pulses are concentrated in
parts of the north-west, central and east-
€rn zones.

(1.9) There are about 2,75,000 plough
cattle, mostly bullocks, in the district
which gives an average of about an ani-
mal for every 6 or 7 acresof cropped area.
There are about 1,68,000 cows whichis
only alittle more than half of the number
of bullocks and about 60,000 she-
buffaloes which is nearly fifteen times
the number of he-buffaloes. It is clear,
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therefore, that whilethe ploughanimal is
the bullock, the milch animal is the
buffalos. There are in the district about
2,63,000 sheep and an equal number of
goats.

(1.10) The number of plough in the dis-
trict is about 83,000 which gives on an
average one ploughfor every 22 acres of
cropped area. There are about 42,000
bullock carts which gives amost a cart
for every 30 personsin rural area. Of the
more expensive equipment, which is
mainly reported in Baramati and I ndapur
talukas of the eastern zone, there are
reported to be only 48 tractors, 776
sugarcane crushers, 1,279 oil engines,
361 oil presses and 7 electric pumps in
the district.

(1.11) Theprincipal riversof thedistrict
are the Bhima which originates in the
western ghats and flows through the
middleof thedistrict towardsthe east and
the Ghod which flows through of the
northern talukas and later forms the
eastern boundary of the district until it
flowsinto the Bhima. Therivers Bhima
and Indrayani are other principal tribu-
taries of the Bhimaand flow through the
central region. From the point of view of
irrigation, however, the most important
rivers are the Nira, Mutha Mula al of
which flow into the Bhima from the
south. The water of theseriversis being
used by canals for irrigation purposes.
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The total area under government canal
irrigation under these rivers is about
1,24,000 acres. In addition, about 6500
acres are irrigated by private canals,
mostly inthe central and eastern regions.

(1.12) Other important source of irriga-
tioniswells. Except in the middle-west
and south-west zones which are hilly,
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well irrigation isfound in all other parts.
There are about 29,000 wells which
irrigate about 1,12,000 areas of land.
Areairrigated by other sources such as
tanks, etc., is small - about 3,000 areas.

(1.13) Inthefollowing tableisshown the
areairrigated in different regions:-

Region Talukasirrigated Areaunder canals Areaunder other  Total irrigated
(acres) sources (acres) acres
(acres)
Middle-west Maval 753 753
Mulshi
. North-west Khed, 5311 27,414 32,725
Junnar,
Ambegaon
I". South-west Velheand 226 357 583
Bhor
V. Central Haveli, 37,497 37,243 74,740
Poona city,
Purandhar
and Sirur
V. Eastern Indapur, 87,377 49,594 1,36,971
Dhond and
Baramati
Total 130,411 1,15,361 245,772

(1.14) Maratha is the principal agricul-
tural community. Moneylenders and
tradersare mostly Marwaris, Jainsandin
some places Gujarathi Vanis. Practically
every villageinthedistrict hasaMarwari
trader-cum moneylender and all impor-
tant marketing centersin the districtsare

dominated by them.

(1.15) Besides the seasonal migration to
Bombay in search of industria
employment, there is apparent con-
siderable migration towards the sugar-
cane tracts within the district as well as
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totheneighboring sugarcaneareasof the
Sholapur and the Ahmednagar districts.
Asearlier stated, the eastern region of the
district isliable to frequent drought and
famines. Intimes of scarcity there occurs
considerable migration to less affected
neighboring areas.

(1.16) There are a number of industrial
establishments in the district concen-
trated round about Poona City. Among
the larger establishments are a textile
mill, an oil engine manufacturing fac-
tory, a paper mill, an rubber-products
factory, a biscuits factory, etc. Thereis
a glass manufacturing factory at Tale-
gaon, cotton textile and millsand varnish
factoriesat Bhor. Form the point of view
of industrial employment that they Pro-
vide, Mention should be made of the
Government  Ammunition and High
Ex-plosivefactories at Kirkee and Dehu
Road near Poona. Sugarcane is the only
important crop giving riseto agricultural
processing industries in the district.
There is a sugar factory at Walchand-
nager in Indapur taluka and there are
severa small establishments in the
eastern and central regions engaged in
the manufacture of gur. The industry is
naturally seasonal and provides only
seasonal employment. Though ground-
nut and safflower are grown in consid-
erable scale in the eastern region, there
arenolargeestablishmentsengagedinail
pressing.
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(1.17) As dready indicated, western
regions of the district possess consider-
able forest yielding good quality of tim-
ber, firewood and other forest produce.
Thereis, however, nolargescaeindustry
engaged in the processing of forest pro-
duce except a few saw mills situated at
Poona.

(1.18) Thus Poona city appearsto be the
most important industrial center offering
considerable employment. Poona is the
district headquarter with a population of
about six lakhs within the Principal
Corporation limits. Indapur, Dhond and
Baramati are other Places of some
industrial importance; they are head-
guarters towns of the respective talukas
and have populations between 15,000 to
20,000.

(2.29) It will bethus seen that the district
does not have any major industries
offering sizable perennial employment,
and except in the sugarcane growing
areas of the central and eastern region,
possibilities of even seasonal industrial
employment are meagre. In the western
region, they are almost absent.

(1.20) Among the cottage or village
industries of the district mention should
be made of the hand-loom weaving and
oil pressing industries. There are over
2,000 workers engaged in hand-loom
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weaving. The prominent weaving cen-
tersare Poona, Junnar, Manchar, Saswad
and Baramati. Salisand Koshits are the
two main communities engaged in this
industry.

(1.21) There are over 360 bullock driven
oil pressesmainly concentrated in Khed
and Junnar talukas of the north-west
region, Sirur talukaof Central regionand
Indapur and Dhond takukasof the eastern
region. Telis from the main community
engaged in thisindustry.

(1.22) Poona is an important railway
junction, and by natural settingissituated
in the heart of the district. The district is
well-served by railroads. Poona-
Bombay, Poona-Sholapur, Poona-Mirgj
and Poona-Baramati via. Dhond are the
four important rail-routes of the district.
Talegaon, about 20 miles from Poonais
an important raillway station on
Bombay-Poona line. Vegetables, fruits
and other agricultural produce of the
North-west region pass to Bombay Via.
Talegaon. Dhond is another important
rail junction in the Poona-Sholapur route
and enables transportation of Gur from
Baramati and other markets to Poona as
well asto Manmad and to Sholapur sides.
Dhond-Baramti route is very important
from the point of view of transportation
of Gur from Baramati market to other
markets in the state. Nirais a railway
station on the Poona-Satara route and is
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important from the point of view of
transport of gur and other commodities
from Niraand neighboring markets. The
railway routes also enable the culti-
vators to bring milk and dairy products
to Poona city’s consumer market.

(1.23) The district is well served by
motorable roadsand amost al talukas
except the hilly regions in the western
parts are connected to the district head-
guarters and important placesin the dis-
tricts. From the point of view of its
connections outside the districts, it is
connected by metalled roadsto important
markets like Bombay, Nasik, Ahmedna-
gar, Sholapur and Satara. Thetotal length
of the metalled roads in the district is
about 635 Milles while that of unme-
talled roads is about 220 miles. Except
in the western hilly region the
communications are generally good.
Nevertheless there remain large areas
without direct connections with impor-
tant markets. For instance three hundred
square miles of fruits and vegetable
growing areain the north-west and cen-
tral regionhasnodirect outlet to Bombay
market except by the round about way by
road up to Talegaon and by thence rail
to Bombay. A new and shorter routevia
Naneghat is proposed and isunder active
consideration.
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(1.24) From the point of view of mar-
keting, sugarcane is the only important
crop in the district. Baramati and Nira,
both in the eastern region, are the two
important markets for gur; the former is
regul ated under the Bombay Agricultural
produce Markets Act. Other important
crop is potato which is grown on some
scale in the north-west region of the
district. Manchar, Khed and Chakan, all
inthat area, aretheimportant marketsfor
potato; all these are regulated. Poona,
which isthe district headquarters, has a
large number of branches of the com-
mercial banks. There are also a few
branches of commercia banks at other
places in the district. The banking faci-
lities generally are adequate. Coopera-
tive movement in the district is well
established and developed. There are
about 420 primary co-operative societies
with atotal membership of 32,000, and
about a 100 multipurpose societies with
atotal membership of 10,000. Thereare
also afew sale and purchase societies.

(1.25) To sum up, from the point of view
of agricultural economy, the Poona dis-
trict presentswide variety of conditions.
On the one hand we have the western
region with heavy rainfal and rise
economy and consequent lack of
employment in the rabi season. At the
other extreme, we havethefamine-liable
area of the eastern region with only a
stretch of canal-irrigated sugarcane area.
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The central region, which is often
referred to as the transition tract, has a
comparatively stable agriculture but
except for some potatoes, fruits and
vegetables, it grows mostly food grains.
The cooperative movement is well
established but mainly dueto thefact that
now for more than ten years, the trading
in food grains was monopolised by gov-
ernment, has yet to prove its efficacy in
financing the food grain economy under
normal circumstances. With the lifting
of the food grains control, the movement
will soon face the situation and so much
depends on the imagination with which
thisis done.

II.THE SELECTED VILLAGES

(2.1) For purpose of the field survey
directed towards assessing the require-
ments of agricultural credits, eight vil-
lages were selected in the district. With
aview to comparing conditions in this
respect in villages having and not having
co-operative credit societies, four of the
villages were selected from among those
not served by any co-operative credit
society. The villages were selected by a
strict process of random sampling giving
each such village a chance of being
selected in proportion to its size, that is,
its 1951 population. The other four
villages were selected from among the
villages having credit societies.
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(2.2) Thegeographical distribution of the
selected villages has, however, been
somewhat unfortunate. Of the five nat-
ural regions into which we divided the
district in the preceding chapter, we have
no villages selected from two of them -
the middlewest and the south-west
region. The absence of a villages from
these two regions might, perhaps, be
excused, because in the first instance,
though theseregionscover morethanone
fifth of the area of the district, their
population is only about 14 per cent of
the total population of the district.
Secondly two of theselected villages, one
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from the north-west region and the other
from the central region are quite closeto
middle-west and south-west regions,
respectively, so that they might be
expected to represent the conditions in
these hilly regions. All other regionsare
very well represented by the remaining
six selected villages.

(2.3) In the following table are given the
particul arsof the selected villages. Inthe
paragraphs that follow we give brief
descriptive notes on each of the selected
villages.

Table2.1- Villages selected in the district

Village Taluka 1951 Population No. of families Remarks
Kusegaon Dhond 1,101 157 Without society
Salumbre Haveli 340 55 Without society
Shindavane Haveli 1,110 160 Without society
Waghu Khed 240 40 Without society
Donde Khed 1,603 254 With society
Mahalung Padwal ~ Ambegaon 2,585 409 With society
Nimbut Baramati 2,658 459 With society
Waghapur Purandhar 1,330 223 With society

10,967 1,757

(2.4) Kusegaon is a village from Dhond
taluka in Poona district. It is about five
miles from Patas station on the Poona-
Dhondrailway route. Thetotal land of the
village measures about 4,980 areas of
which 2,992 acres are cultivable. The

land revenue amounts to Rs. 980. Rain-
fall in this part of the district isuncertain
and scanty. ThemaincropisJowar. The
1951 populationof thevillagewas1,101.
According to our canvass, we enumer-
ated 157 families of which 120 were
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cultivators and 37 were non-cultivators.
The cultivators owned 258 bullocks.

Thereare55 wellsinthevillage. Well
water is used for drinking purposes.
There are seven templesin the village.
Bhanuba is the main deity. Thereis an
annual fair in the month of Margashirsha
every year in thistemple.

The village does not have a co-
operative society or a post office or a
dispensary. The local labour supply is
more than sufficient to meet the demands
of the local cultivators. Some of the
families migrate to the neighboring vil-
lages as well as to distant places like
Baramati and Akluj to find employment
in sugar manufacturing concerns.

(2.5) Salumbre is a village from Maval
taluka of then district and is Situated at a
distance of about three miles from Dehu
Road railway station near Poona. The
villageliesinthehillsandtheriver Pawna
flows by the side of this village. The
village lands measure 932 acres and the
land revenue amountsto Rs. 1,273. The
major land uses are as under:-

Cultivable area 803 acres
Uncultivable area 6 acres
Area under rivers & streams 37 acres
Areaunder village site, House, etc. 7 acres
For other public uses 42 acres
Forest 37 acres
Tota 932 acres
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The main crop is Jowar Pulses are also
sown along with themain crop. The crop
yield is usually six to eight annas in a
rupees.

The price of the land varies from Rs.
200 to Rs. 500 per acre. The land is not
quitefertile. Rainfall isalso insufficient
and uncertain. Therefore, most of the
villagersconsider farmingasasubsidiary
occupationand they seek employment in
factories nearby.

Of thesix wellsinthevillage, only one
isused for irrigation, another isused for
drinking water purposes. The remaining
four wells are not useful for either of the
puUrposes.

In the following are the details of
livestock asin 1950-51:-

65
15
Cowsnot in milk 24
Buffaloesin milk 2

Buffaloes not in milk 70
Cattle (1-3 years) 27
Other Y oung stock 62
Goat-female 11
Poultry birds 160

Working bullocks
Cowsin milk

Thenumber of working bullocksgives
apair of bullocks per cultivator for about
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24 acres of holding. Of the 19 ploughs
inuse, 15 werewooden ploughs and the
remaining were iron ploughs.

The 1951 popul ation of thevillagewas
340. According to our own canvass we
enumerated 55 familiesof which 27 were
cultivators and 28 were non-cultivators.

There is a voluntary primary school
with 25 students. The main deity of the
villageisWagheshwari andanannual fair
isheld on the full moon day in the month
of Magha. Being a small village thereis
no co-operative society or dispensary or
a post office in the village. For their
purchases, the villagers go to market at
Talegoanwhichisabout eight milesfrom
here.

Local labour is sufficient to meet the
demand of thecultivators. Theratevaries
from Rs. 1to Rs. 1-8-0 per day. Many
of the cultivators have milch cattle and
assuchthey retain about one-third of their
holding as current fallow for grazing.
The village suffers from shortage of
fodder supply andthedemandismet from
outside purchases.

(2.6) Shindawane is a village from
Haweli talukaof thedistrict. Itissituated
at a distance of about three miles from
Uruli raillway station on the Poona-
Dhond railway line. The village is
situated on a higher level and is
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surrounded by hills. There are three
streams flowing from south to north by
the side of the village. Thevillage lands
measure about 4,964 acres and the land
revenue amountsto Rs. 2,423. Themagjor
land uses are as under:-

Cultivable area 3,800 acres
Areaunder streams 51 acres
Uncultivable area 300 acres
Areaunder village site (houses, €tc.) 17 acres
Areaunder roads, etc. 60 acres
For other public uses 145 acres
Forest 591 acres

Total 4,964 acres

Jowar, Bajri, Arher and other pulses are
the important crops. Sugarcane, onion
andwheat aretheirrigated crops. About
300acresareunder well irrigation. There
are 39 pucca and 11 kachha wells for
irrigation and 22 wellsfor drinking water
purposes. The remaining 11 wells are
out of use. Inthefollowing arethedetails
of live stock asin 1950-51.-

379
57
105
12
10
50
13
451
312
753

Working bullocks
Cowsin milk
Cowsnot in milk
Buffaloesin milk
Buffaloes not in milk
Cattle (1-3 years)
Other young stock
Sheep

Goat-female

Poultry
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The 1951 popul ation of thevillagewas
1,110. Accordingto our own canvasswe
enumerated 160 families of which 98
were cultivators and 62 were non-
cultivators.

There is a school upto Vernnacular
seventh standard. There are ten temples
inthevillage. Themain deity isVithoba
and an annual fair is held in the month
of Chaitra. Thereisasmall grocer’ sshop
in the village, but the villagers usually
make their purchases at Uruli whichisa
weekly market. There is a cattle market.
Thereisa cattle market at Y owat about
ten miles from here.

Local labour supply is adequate. Male
workers are paid Rs. 1 to Rs. 1-8-0 per
day and the female workers are paid Rs.
0-3-0 toRs. 0-10-0 per day. L ocal fooder
supply is inadequate and about 20,000
bundle of Kadba are imported from out-
side.

(2.7) WaghuisavillagefromKhedtaluka
of the district and is situated in the
Sahyadri. It is about the miles from
Kadus and is approachable by bullock
carts through the hilly track. A small
river, the Bhima, flows by the side of the
village. Thevillagelands measure 1,164
acresandthelandrevenueamountstoRs.
735. Theland is inferior black and red
and only 316 acres are cultivable. There
isnoirrigated land in the Village. The
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dry landsarevalued at Rs. 100 to Rs. 500
per acre. There is a heavy and regular
rainfall and paddy is, therefore, the main
crop. Nachni and pulses are the other
crops. The crop yield is usually six to
eight annasin arupee.

The 1951 popul ation of thevillagewas
240. According to our own canvass we
enumerated 40 familiesof which 32 were
cultivators, and 8 were non-cultivators.

There is a voluntary school in the
village, but there is no post office or a
co-operativesociety inthevillage. Local
labour ispaid at Rs. 1to Rs. 1-8-0 per
day and is sufficient to meet the demand
of the cultivators. Thereis alarge area
under forests and grassing pastures and
as such fodder shortage is never felt.
Ahireisthenearest market for thevillage.
Bhairavanath is the main deity and an
annual fair isheld in the month of Magh.

Thus, the village is a typical small
village in what is known as Maval area
of the district.

(2.8) Donde is avillage in Khed taluka,
about four miles form Khed, the taluka
headquarters. It lies on the road joining
kadus with Khed and the river Bhima
flows by the side of the village. The
village lands are red and fertile and
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measure about 2,039 acres. The land
revenueamountstoRs. 2,821. Themajor
|and uses are as under:-

Cultivable area 1481 acres
Uncultivable area 51 acres
Areaunder streams 45 acres
Area under village site (houses, 24 acres
etc.) 13 acres
Areaunder roads, paths 425 acres
Forest

Total 2,039 acres

[t will be seen that over one-fifth of the
areaisunder forest. Inthefollowingis
the area under different cropsin the year
1950-51:-

Crops Acres
Kharif Jowar 144
Rabi Jowar 24
Bajri 618
Paddy 5
Wheat 29
Arhar 6
Gram 63
Urid 39
Hulga 29
Math 15
Other pulses 32
Potato 76
Groundnut 168
Sesamum 18
Corriander 11
Chillies 11
Citrusfruits 33
Other crops 15
Grass 303
Total 1,639
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Out of thetotal of 1,639 acres, about 160
acresaredoublecropped andhence 1,479
acres can be considered as double
cropped area. The commodities sent
outside the village for sale are food
grains, groundnut, pulses, potato and
oilseeds. Thereis no wholesae trader,
commission agent or a moneylender in
the village. The value of irrigated land
variesfrom Rs. 3,000to Rs. 5,000 per
acre. There are about 60 wells in the
village in current use for irrigation pur-
poses and about 20 wells which are not
inuseat present. River water isused for
drinking purposes.

In the following are the details of
livestock as existing in 1950-51.-

Working bullocks 384
Cowsin milk 39
Cows not in milk -

Buffaloesin milk 22
Cattle (1-3 years) 73
Cattle under one year 36
Goat-female 162
Sheep 325
Horses 2

Poultry birds 221
Figs 55

The ploughsin use are mostly wooden
ploughs. There were 116 wooden
ploughsand 25 iron ploughs. Therewere
58 bullock carts, 4 oil-presses and one
sugarcane crusher.
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The 1951 popul ation of thevillagewas
1,603. Accordingto our own canvasswe
enumerated 254 families of which 178
were cultivators and 76 were non-
cultivators.

Therearefour small grocers’ shopsin
the village. They do not stock all the
provisons and the villagers mostly
depend upon the weekly market and the
tradersat Khed. Thereisaprimary school
of the District Local Board in thevillage.
Wagheshwari is the main deity in the
village. An annua fair is held in the
month of Chaitra. The villages has a
co-operative society which has been
registered about 25 yearsback; but it does
not meet the credit requirements of the
cultivators. Tradersand money lendersat
Khed and other marketsaretheimportant
private agencies onwhichthecultivators
depend for the credit supply. Thereisno
dispensary in the village but at Khed
there are afew doctors. Thereisaso a
branch of the Bombay Mothers and
Children’s Sangopan Sanstha at khed.
Besides, the Ambulance car of theHealth
Training School visitsthevillageoncein
aweek.

During the digging season of ground-
nut and harvest of Bajri, local labour
supply isfound to be inadequate. Male
labour ispaid Rs. 1- 8-0to Rs. 2-0-0 per
day while female labour is paid Rs.
0-10-0to Rs. 1-0-0 per day during this
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season. Normally they are paid Rs. 1-0-0
and Rs. 0-8-0, respectively. Thevillage
also finds shorts of fodder supply and
about half of thetotal requirementsismet
from outside purchases. Ploughing and
other agricultural operations are done
against payment in kind. As regards
ploughing with iron plough, the charges
are about Rs. 30 per acre.

(2.9) Mahalung Padwal is a village in
Ambegaon taluka of the district and is
situated about seven milesfrom Manchar
which is an important market in the dis-
trict. It isabout four miles by a Kachha
road from Kalamb which lies on
Poona-Nasik road. The villagesis sur-
rounded by hillsonthreesidesand asmall
stream flows by the remaining side of the
village. The village lands are red and
fertile. They measure about 6,614 acres
and the land revenue amounts to Rs.
4,982. Themajor land usesareasunder:-

Cultivable area 5,026
Uncultivable area 558
Areaunder rivers & streams 112
Areaunder roads and paths 19
Areaunder village site 24
Free grassing 36
For other public uses 25
Forest 814
Total 6,614
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It will be thus seen that about one-
eighth of the area is under forest. The
main forest products are Hirda, Shikekai,
other miscellaneous products, timber and
firewood.

In the following is the area under
different crops during 1950-51.-

Kharif Jowar 33 acres
Rabi Jowar 769 acres
Bajri 2,042 acres
Paddy 3 acres
Wheat 6 acres
Gram 12 acres
Arhar 3acres
Urid 35 acres
Hulga 12 acres
Math 120 acres
Other pulses 5 acres
Ghas 10 acres
Citrus fruit 44 acres
Chilies 15 acres
Groundnut 78 acres
Sesamum 57 acres
Grass 163 acres
Potato 215 acres

Foodgarins, potato and groundnut are
the main commodities which are sent to
outside markets for sale. The village
records show that isthe year 1950-51 the
total cultivated area was 5,163 acres of
which double cropped area was 213
acres, thus leaving net cropped area of
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4,950 acres. The current fallow land for
that year was 76 acres. Thus the total
cultivable land amounted to 5,026 acres.

There are 100 pucca and 60 kachha
wellsinthevillagefor irrigation purposes
and only three wells for drinking water
purposes. About 35 wells are not in use
at present.

This is a Rayatwari tract and most of
the cultivators areland owners. Landless
and hence pure tenants will be very few.
Nevertheless share renting is frequent.
The common practice is that under the
tenure, one-third of the produceis given
to the landlords as share rent. However,
all the expensesin cash and kind such as
for seed, manure, etc., areto be shared by
the landlord and the tenant in the same
proportion as their share in the gross
produce. It isonly when team labour is
required that the tenant alone shares the
burden.

Asalready mentioned, thelands of the
villagearerichandfertile. Thevaluesfor
irrigated land very form Rs. 3,000 to Rs.
5,000 per acre. Inthe following are the
details of the livestock as existing in
1950-51:-
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Working bullocks 533 Nos.
Cowsin milk 58 Nos.
Cows not in milk 394 Nos.
Buffaloesin milk 46 Nos.
Buffaloes not in milk 33 Nos.
Cattle (1-3 years) 66 Nos.
Cattle under one year 99 Nos.
Goat- female 553 Nos.
Sheep 686 Nos.
Horses 16 Nos.
Poultry birds 672 Nos.

Thenumber of working bullocksgiven
2 to 3 bullocks per cultivator and hence
apair for 18 acres of cultivated holding.
The ploughs in use are mostly wooden
and drawn by a pair of bullocks. There
were 175 wooden ploughs and 25 iron
ploughs. Therewere 45 bullock cartsand
4 oil-pressesin the village.

The 1951 popul ation of thevillagewas
2,585. According to our own canvasswe
enumerated 409 families of which 243
were cultivators and 166 were non-
cultivators.

There are in the village four small
grocers shops, but they do not stock all
the provisions and the villagers mostly
depend upon the weekly market and the
traders at Manchar. There are about a
dozen templesinthevillage. Thereisno
post office for the village though the
letters are delivered everyday from the
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post office at Manchar. Manchar is an
important market and thereisabranch of
the Poona central co-operative bank at
thisplace. Thereare anumber of traders
and commissionagentsdealing mainly in
potato and groundnut. Railway booking
facilities for fruits and vegetables for
transport to Bombay and other places on
the centra Rallway are available at
Manchar. The market is shortly going to
be regulated under the B.A.F.M. Act.

There is a co-operative society in the
village which was stated in 1948. The
society runs a ration-shop and also sup-
pliespotato-seed and manure. Thevillage
has a primary and secondary school upto
vernacular seventh standard. The school
has its own building.

(2.10) Nimbut is a village in Baramati
talukafrom Poonadistricts. Itliesonthe
border of the Purandhar and Baramati
talukas. It isabout 48 milesfrom Poona
and about 2 miles from Nira on the
Poona-Baramti road. Niraisanimportant
market in the district. The village is
situated on the plain and the river Nira
flows by the side of the village.

Thelands of thevillage measure 6,458
acresandthelandrevenueamountstoRs.
2,638 The mgjor land uses are asunder :-
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Cultivable area 5428 acres
Uncultivable area 613 acres
Areaunder canals 173 acres
Areaunder roads and paths 29 acres
Free grassing 46 acres
Areaunder village site 90 acres
Areaunder roads and paths 4 acres
Forest 75 acres
Total 6,458 acres

Inthefollowingisgiventheareaunder
different cropsin the year 1950-51.-

Crops Acreage
Jowar dry 1083
Jowar irrigated 752
Bajri 555
Paddy 150
Wheat 126
Maise 3
Arhar 25
Gram 214
Other pulses 50
Fodder 56
Onion 44
Chilies 12
Grapes 11
Sugarcane 256
Groundnut 22
Citrusfruit 22
Oranges 5
Safflower 35
Other fibers 10
Total 3,431

The 1951 popul ation of thevillagewas
2,658. According to our own canvasswe
enumerated 459 families of which 313
werecultivatorsand 146 non-cultivators.
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These cultivators owned 471 bullocks.
There are 72 wells in the village. Some
of the fields get water supply from the
NiraLeft Bank Canal whichflowsby the
sideof thisvillage. Sugarcane, fruitsand
in some cases food grains are the main
irrigated crops.

The population of thevillageis spread
over a number of hamlets. The village
has a secondary school up to vernacular
seventh standard. Thereareafew temples
in the village. Bhairavnath is the main
deity. There are a few small grocers
shops in the village, but the villagers
make most of their purchases at Nira
which is abig market. Thereis a post
office, a bank and a railway station at
Nira.

As regards the labour supply, the vil-
lage suffers from shortage during the
Rabi season. Agricultural laborersfrom
the neighboring villages migrate to this
village. Some skilled laborers, who
specialise in the manufacture of gur also
stay in the village during the crushing
Season.

An important feature is that there are
four co-operative societiesin thisvillage.
The oldest amongst them is a multi-
purpose society which was started in
1911. This society mainly serves the
members in the village proper. It has a
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number of activities and it caters effi-
ciently tothe needsof thecultivators. The
other three societies are established
mainly for the threeimportant hamlets of
the village. Nira is the market for the
purchase and sales. Quick transport
facilities are available from here both by
rail and by road. Thereisalso abranch of
thePoonaCentral Co-operativeBank and
the Nira Canals Co-operative Societies
Purchases and Sale Union of Baramati.
There anumber of wholesale traders and
commission agents and moneylenders as
Nira. Thevillagersareactiveand recently
they have completed a scheme of bring-
ing the water-logged areas under culti-
vation. A Drainage Society, first of its
kindinthisareawasformed and thework
was successfully executed there by
bringing under cultivation morethan 100
acres of land.

(2.11) Waghapurisavillagein Purandhar
taluka of the district. The village is sur-
rounded by hills on all sides. Rgjewadi
railway station about 24 miles from
Poona on the Southern Railway is the
only convenient approachfor thisvillage.
A kachharoad of about a mile and a half
connects the village with the railway
station. Thereis no river near by and the
villagers have to depend upon the supply
of well water for drinking purposes.
Rainfall is uncertain and scanty. The
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village lands measure about 2,772 acres
and the land revenue amounts to Rs.
1,470.

The major land uses are as under:-

2171
152
76
10
17
24
28
294

Cultivable area
Uncultivable area

Free grassing

Areaunder roads and paths
Areaunder village site
Areaunder railway routs
Areaunder rivers and
streams

Forest

Total 2,772

The area under different crops in the
year 1950-51 was as under:-

Crops Acres
Rabi Jowar 1061
Bajri 630
Paddy 1
Wheat 8
Arhar 8
Nath 63
Hulga 14
Other pulses 7
Onion 20
Chilies 14
Vegetables 7
Green Gram 6
Figs 16
Pomegranates 8
Sugarcane 8
Mango 20
Tamarind 15
Grassing Pastures 427
Total 2,333
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Thus about 160 acres are cropped
twice during the year.

The land is reddish and of medium
fertility. There are about 150 wallsin the
village. Some of thewellsget dried upin
summer. Garden crops like figs and
pomegranates are grown on theirrigated
land. Jowar and Bajri are the important
food crops. The crop yield is normally
annas eight to annas ten in a rupee. The
irrigated landisvalued at Rs. 2,000to Rs.
3,000 per acre. Dry lands are valued at
Rs. 100 to Rs. 400 per acre. The land are
ploughed with wooden or iron ploughs
with 4 to 8 bullocks. There are five oil
enginesin the village.

In many of thefiends, thesoil iscoarse.
Besides there is uncertainty and inade-
quacy of rainfall. Hence but a few culti-
vators depend entirely on agriculture.
The remaining seek employment in the
railway line maintenance work. Some of
the members of some families have per-
manently migrated to places like Poona,
Sholapur, Bombay, etc. Naturally, there
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is no shortage of labour supply. Male
workers are paid Rs. 1-8-0 per day and
female workers are paid Rs. 0-8-0 Rs.
0-10-0 per day.

The 1951 popul ation of thevillagewas
1,330. According to our own canvasswe
enumerated a total of 223 families of
which 145 were cultivators and 78 were
non-cultivators. There are afew temples
in the village. Wagheshwari and Bhai-
ravanath are the main deities. Thereisa
school upto vernacular seventh standard.
There are about 400 students in the
school. The school holds night classes
alsofor adults. The post officeissituated
in the school building. The village has a
co-operative society which also runs a
rationshop. Thereareafew grocersshops
inthevillage but the villagers make most
of their purchases at the weekly market
at Rajewadi.

(2.12) The selected villages were visited
by our investigators. In the following
table (table 2.2) we give the dates of the
two visits to each village.
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Table2.2
First visit Second visit

1 Kushegaon 6-2-52 to 12-2-52 2-6-52 10 9-6-52

2. Salumbre 23-1-52 t0 26-1-52 10-6-52 to 15-6-52

3. Shindavane 23-2-52t0 2-3-52 2-6-52t0 9-6-52

4, Waghu 20-2-52 to 26-2-52 26-4-52 to 5-5-52

5. Donde 27-12-51to 9-1-52 19-5-52 to 22-5-52

6. Mahalung Padwal 6-12-51 to 26-12-51 23-5-52 to 27-5-52

7. Nimbut 8-11-51t0 3-12-51 18-4-52 to 24-4-52

8. Waghapur 16-11-51to 29-11-51 11-4-52 to 17-4-52

I11.CULTIVATED HOLDING

(3.1) A Schedule, called the Generd
Schedul e, covering certain broaditemsof
information wasfilled in for all the resi-
dent families the selected villages. Asa
principa classifying items, information
was obtained regarding the size of the
cultivated holdings of the families con-
cerned and along with the size of the
holdingswasal so obtai ned the number of

their plough cattle. In this chapter, it is
proposed to present the related data. Not
al the families were, of course, culti-
vators. In the following table (table 3.1)
we give for the selected sight villages
what proportion of their families were
cultivators and the average size of their
cultivated holdings. In the adjoining
column is given the average number of
plough cattle per cultivator.

Table3.1.
Village Proportion of cultivating Averagesize of holding  Average No. of plough
families to the total in acres per cultivator cattle per cultivator
familiesin the village
1. Kushegaon 76 15.7 24
2. Salumbre 49 14.7 24
3. Shindwane 61 184 33
4. Waghu 80 37 16
5. Donde 67 5.6 22
6. Mahalung Padwal 39 11.2 21
7. Nimbut 68 10.1 1.7
8. Waghapur 64 9.8 22
District Average 66 11.0 23
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(3.2) Itisobviousthat the average size of
cultivated holdings differs considerably
in different villages. An arithmetic
average is, however, greatly affected by
extreme cases so that a large holding in
onevillagemight not mean morethanthat
there are in the village can or two very
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big cultivatorswho pull up the average of
the village, without, of course, benefit-
ting, the other cultivatorsin any manner.
A fuller statement of the size of their
cultivated holding in different villages
might, therefore, begivenasunder. (table
3.2)

Table 3.2. Ranges of Cultivated Holdingsin Acresin Different Strata of Familiesin the Selected

Villages
Per cent of Kushegaon Salumbre Shindwane Waghu Donde Mahalung Nimbut Waghapur
cultivators Padwal
having
holding
larger than
10 70.0 70.0 54.0 21.0 40.0 120.0 266.0 121.0
20 35.0 30.0 40.5 7.0 13.0 225 20.0 17.0
30 24.0 225 25.0 5.0 9.0 18.0 13.0 14.0
40 20.0 145 20.0 35 6.0 12.0 9.0 10.0
50 15.0 11.0 17.0 3.0 4.0 10.0 6.0 85
60 12.0 9.0 13.0 2.0 4.0 8.0 5.0 7.0
70 10.0 7.0 10.0 2.0 3.0 7.0 4.0 6.0
80 8.0 45 85 2.0 2.0 5.0 3.0 4.0
90 6.0 35 6.0 1.0 2.0 4.0 2.0 3.0
100 4.0 25 4.0 1.0 1.0 2.0 1.0 2.0

Thetablereadsasfollows:- Inthevillage
Kushegaon, the largest holdings was 70
acres; 10 per cent of the cultivators had
holdingslarger than 35 acres; 20 per cent
had it larger than 24 acres, etc.

(3.3) The manner in which the villages
were selected makes a simple average of
any items of the 1,757 families inter-
viewed, not particularly appropriate as a

district average. It will be remembered
that in selecting the villages, they were
given chance proportional to their pop-
ulation, which means that the larger vil-
lagewere given agreater chance of being
selected. This given an over
representation to larger villages. In the
case of this district, the sample seems to
be fortunate and the villages are equally
distributed in two groups. Four of the
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villages have a population of about 1000
each and the other four have above 1,300
each. Another bias is that while in the
sample we have four villages with soci-
eties and four villages without societies,
inthedistrict, the number of villageswith
and without societies is not equal.
According to our information, the num-
ber of villageswith societiesinthedistrict
was 285 and their 1941 population was
4,22,903. On the other hand the number
of villages without societies was 1,234
and their 1941 population was 6,76,621.
In order to obtain an appropriate district
average, therefore, it is necessary to
"weight" the society-village and the
non-society-village averages in propor-
tion to the population staying in such
villages. The appropriate weights in the
present case are 0.48068 and 0.76932,
respectively. The proportion of the cul-
tivating families and the average size of
their cultivating holding appearing in
table3.3aresoderived. Henceforward all
the district averages and percentages
based on the General Schedule datahave
been similarly obtained after appropriate
"weighting".

(3.4) Thus considering the district as a
whole, about 66 per cent of the families
werefoundto becultivators. Theaverage
size of the cultivated holding was about
11 acres, which of course included both
the owned and tenanted |ands cultivated
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by the family. On an average, each cul-
tivator possessed about 2 to 3 plough
cattle, which were mostly bullocks. The
ratio of the cultivated area to plough
cattle, namely, about five acres per ani-
mal is nearer to the district figure given
earlier.

(3.5) Therange of variation in the size of
cultivated holdings of different cultiva-
tors might be indicated by such consid-
erations asunder. Asisdonein table 3.2
we might arrange the cultivatorsin each
village by the size of their cultivated
holdings in a descending order. When
they are so arranged and the first ten per
cent, that is the ten per cent biggest
cultivators in each of the villages, are
considered together, their average culti-
vated holdings turns to be as much as 36
acres. The ten per cent second biggest
cultivators in different villages grouped
together give an average cultivated
holding of 19 acres, and for the ten per
cent third biggest, theaverageis 14 acres.
Compared to the corresponding average
holdingsin other parts of the country, the
cultivated holdingsin this district appear
to be smaller in size. At the extreme the
ten per cent smallest cultivators in dif-
ferent villages when grouped together
give an average of only one acre of
cultivated holding which is nearly one
tenth of overall average 11 acres. Theten
per cent cultivators immediately above
this group have an average of only two
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acres and the next group of ten per cent cultivated holdings in the ten group of
hasan average of four acres. Theaverage cultivators are shown in table 3.3.

Table 3.3. Average cultivated holdingsin the ten groups of cultivators.

Stratum of families No. of fami- Averagesizeof Percent of total Percent of culti-  Per cent of total
lies cultivated hold- land cultivated  vators owning plough cattle
ings (acres) by cultivatorsin  plough cattle  owned by the cul-
this group tivatorsin this
group
Decile
I 65 36 32.2 98 20.0
0] 70 19 18.3 98 17.0
Il 67 14 12.9 88 10.8
v 70 10 9.9 86 118
Y, 67 8 7.7 89 10.3
VI 67 7 6.4 72 74
Vil 67 5 5.0 83 8.8
VIl 63 4 3.6 71 6.0
IX 62 2 25 52 42
X 62 1 15 50 37
Total cultivating 660 11 98.8 79 99.3
families
Total non- 340 45 12 1 0.7

cultivating families

(3.6) The inequalities in the distribution
of the cultivated holdings can be brought
out in yet another manner and perhaps
morestrikingly. Consideringthegroup of
the ten per cent biggest cultivators
described above and which has an aver-
age of 36 acres of cultivated holding, it
worksout that thecultivatorsinthisgroup
cultivate nearly on-third of the total cul-
tivated land. Similarly, the cultivatorsin
theten per cent second biggest cultivators
having an average of 19 acres cultivate

about one-fifth of the total cultivated
land. Thus the two groups together,
which form only thefirst twenty per cent
cultivate about fifty per cent of half of
the total cultivated land. At the other
extreme, the 20 per cent smallest culti-
vators have only four per cent of thetotal
cultivated land. In the fourth column of
table 3.3 are shown what percentage of
the total land is cultivated by the culti-
vatorsin each group.
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(3.7) Perhaps amore simple summing up
of the situation would be as follows:- If
we arrange all the cultivatorsin avillage
by the size of their cultivated holdingsin
descending order and divide the list into
three equal divisions, then it works out
that on an average, the first division
forming the one third biggest cultivators
command nearly two-thirds of the culti-
vated land, while the last division,
formingtheone-third smallest cultivators
command only about nine per cent of the
total cultivated land.

(3.8) It should be noted that this form of
analysis does not bring out fully the
extent of inequalities that exist. For
instance, thefirst division above, doesnot
consist of the one-third cultivators who
are the biggest in the district; they are
one-third who are biggest in their own
villages and they command two-thirds of
the total cultivated land. It is obvious,
therefore, that if we could group together
the one-third cultivators who are biggest
in the district, they would command
considerably more than two-third of the
total cultivated land.

(3.9) Thepositionregarding thevariation
in the ownership of plough cattle,
namely, bullocks, is naturally very sim-
ilar, though a little less extreme. The

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

JAN-JUNE 2020

relevant dataare showninthelast column
of table 3.3. For instance, the twenty per
cent biggest cultivatorswho command 50
per cent of the total cultivated land,
possessonly about 37 per cent of thetotal
plough cattle. On the other hand, the
twenty percent smallest cultivators who
cultivate only four per cent of the total
cultivated land possess about eight per
cent of the total plough cattle. Thus, the
variationsinthe ownership of the plough
cattle are seen to follow the case pattern
though the variations are little less
extreme. A part of the inequalities of
distribution of the plough cattlearefound
in the extreme circumstances that some
of the cultivators do not possess any
plough cattle. The per cent of cultivators
owning plough cattle in each group is
shownin thelast but one column of table
3.3. Thusinthedistrict asawhole 79 per
cent of the cultivators are seen to possess
plough cattle. This percentage is higher
among the bigger cultivators; among the
first two groups it is 98 per cent; in the
next three groupsit is nearly 90 per cent.
But among he smaller cultivators the
percentage is smaller, until in the last
group comprising of the smallest ten per
cent cultivators only 50 per cent owned
plough cattle. The remaining must
largely depend upon hired plough cattle.
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IV.INVESTMENT EXPENDITURE
AND SOURCES OF FINANCE

(4.1) Inthe General Schedule which was
filledinfor al theresident familiesinthe
selected villages, an attempt was made to
inquire in to the annual expenditure of
families on a number of specific items.
Most of theseitemswere in the nature of
capital investment bothin agricultureand
non-agriculture business and also in
financia assets. A few items of family
expenditure were aso included; they
covered what might be called expendi-
ture on durable consumer goods as aso
on certain items of social expenditure. A
few itemsor ordinary family expenditure
such as medicine, education and clothing
were also included, but major items of
family expenditure, i.e., food, etc., were
specifically omitted.

(4.2) The total annua expenditure
reported on theseitems cameto about Rs.
551/- per family and between principal
categories it was distributed as under.
(table 4.1)

(4.3) Aswas pointed out earlier, about 66
per cent of the families were cultivators.
Nevertheless, of the total expenditure
reported, 85 per cent was reported by
those families. Almost the entire capital
expenditure in agriculture should, of
course, be reported by the cultivating
familiesonly; and itisnot surprising that
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thiswas so. A few cases where the non-
cultivating families have reported
expenditure on items in this category are
explained by the fact that come of the
families, though nor cultivators, were
land ownersandin other cases, purchases
of livestock which was classified as an
items of capital expenditure in agricul-
ture was not indeed so. However, when
we the reported capital expenditure in
non-farm business, we should normally
expect a proportionately larger expendi-
ture among the non-cultivating families
than among the cultivating families. That
thiswas not in fact so, is perhaps a little
surprising. 60 per cent of such expendi-
ture was reported by the cultivating
families which formed about 66 per cent
of the total families. This suggests that
even among the artisan classes, the non-
farm business is often combined with
cultivation and that there are only a few
cases of families which are purely
engaged in non-farm business. The
position in regard to other items of
expenditure is very similar; thus 89 per
cent of the additions to the financial
assets, 81 per cent of the durable con-
sumer expenditure which was mostly
construction and repair of residential
houses, 74 per cent of the expenditure on
marriages and other ceremonies and 82
per cent of the expenditure on medicine,
education and clothing was reported by
the cultivating families who farmed
about 66 per cent of al families.
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Table4.1. For family Annual
Expenditurein Rupees

1. Capita investment in Agriculture 176
2. Capital investmentin Non-Agricultura business 8
3. Additionsto financial assets 4
4. Repayment of debt 56
5. Durable consumer expenditure 22
6. Marriage, Death and Other ceremonies 47
7. Medicine, education, clothing and litigation 238
Total 551

(4.4) As dready stated the annua
expenditure on items in the nature of
capital investment in agriculture was
about Rs. 176 per family. However, as
was tobeexpected, such expenditurewas
almost entirely reported by the cultivat-
ing families. These formed only about 66
per cent of al the families so that if we
relate the capital investment in agricul-
ture to only the cultivating families, the
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per family expenditure would be
naturally larger. It actually turnsout to be
Rs. 257 per family. There are two
observations to be made in this connec-
tion. Firstly not all the cultivators would
annually incur expenditure in the nature
of capital investment. For instance about
fifty per cent of the cultivators reported
such expenditure. Secondly, such
expenditure would not be incurred
equaly in al strata of cultivators. We
would normally expect proportionately
large investment expenditure among
bigger cultivators than among the
smaller ones, both because proportion-
ately large numbers among them would
incur such expenditure and when they
did, they would do it in larger amounts.
Thesepointsarebriefly brought outinthe
following table:-

Table 4.2 Capital Investment in Agriculture

Cultivators arranged by the size of the  Percent of cultivators Expenditure per Expenditure incurred by this

cultivating holding in reporting expenditure  reporting cultivator in - group as percentage of total
village in descending order Rupees expenditure incurred by all
cultivators

First 10% 70 1204 33

Second 10% 53 693 15

Third 10% 68 521 14

Fourth 10% 56 473 11

Fifth 10% 36 367 5

Sixth 10% 52 314 7

Seventh 10% 43 300 5

Eighth 10% 38 191 3

Ninth 10% 32 321 4

Tenth 10% 37 236 3
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(4.5) Thus only about half of the culti-
vating families reported capital invest-
ment in agriculture during the year, with
an average expenditure of about Rs. 524.
Thefirst group consist of the 10 per cent
biggest cultivators from each village
whilethelast group consistsof theten per
cent smallest cultivators in each village.
Other groupsare similarly constituted. In
thefirst group of cultivatorsabout 70 per
cent of thecultivatorsreported an average
of Rs. 1204 of capital expenditure in
agriculture; inthelast group of theten per
cent smallest cultivators, on the other
hand, only 37 per cent of the cultivators
reported this expenditure and that was
only Rs. 236 per reporting family. The
proportion of families reporting invest-
ment expenditure as we move from the
biggest to thesmallest cultivatorsgoeson
decreasing. Amount of investment
expenditure shows, more or less, the
same trend.

(4.6) The main items or capital invest-
ment in agriculture were purchases of
land, livestock and implements and also
some miscellaneous types of land
improvement including reclamation and
bunding of land, digging, repair and
development of wellsand other irrigation
sources. Inthefollowing table (table 4.3)
is shown the comparative importance of
the different items of capital investment
in agriculture.
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Table 4.3. Table Showing Comparative
Importances of Different items of
Capital Investment in Agriculture

Item Expenditure on the

item as % to the
total capital
investment in
agriculture by
cultivators
Purchase of land 23
Purchase of livestock 26
Purchase of implements 11
Reclamation of land 4
Bunding and other land 10
improvements
Well digging repairs, etc. 13
Development of other irrigation 6
sources
Other miscellaneous land 7
improvements
Total 100

(4.7) The extent to which expenditure on
different items was reported and the
magnitude of the reported expenditure
might bejudged from thefollowing table
(table4.4) wherewe show the proportion
of al cultivators who reported expendi-
ture incurred by each such family. Only
a per cent of the cultivators reported
purchases of land during the year at an
average expenditure of Rs. 753 per
reporting family. Land improvement
seems to be the most frequent items of
expenditure. Among the items of
expenditure  on account of land
improvement, will digging and repairsis
the item on which largest expenditure
wasreported. It wasRs. 472 per reporting
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cultivator. However, the expenditure
suggeststhat most of it was on repairs of
wells as construction of wells requires a
bigger expenditure. Next in importance
is the expenditure on bunding and land
improvement. Eight per cent of the cul-
tivators reported Rs. 347 per reporting
cultivator on this account. 24 per cent of
the cultivators reported an expenditure
Rs. 107 per reporting cultivator. Mis-
cellaneous land improvement which
consist of laying of new orchards,
construction of cattle-sheds, etc., were
reported by only six per cent of the total
cultivators.

Table 4.4. Capital Investment in Agriculture by
Cultivators

Item % of Average
cultivators  expenditure
reporting  per reporting

expenditure family
on thisitem

Purchase of land 8 753

Purchase of livestock 26 263

Purchase of implements 8 355

Reclamation of land 304

Bunding and other land 8 347

improvements

Well digging repairs, etc. 7 472

Development of other 15 107

irrigation sources

Other miscellaneous land 6 294

improvements
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(4.8) for agroup of families while inter-
preting purchases of land, livestock and
instance as items of capital investment,
the sales by the same group of familiesof
the respective items should obviously be
taken account of. For instance, consid-
ering all familiestogether, if al salesand
purchasesof land wereto takeplace, only
between cultivators, no netinvestment by
way of purchase of land by cultivators
couldbeexpected. Infact, however, some
sales and purchases take place between
cultivating and non-cultivating families.
Tothat extent, the sales and purchases of
land by cultivatorswould not be equal. If
cultivators purchased more land from
non-cultivators than they sold to them, it
would result in more land coming in to
the hands of the cultivators and conse-
quently what might be termed a not
investment by cultivator in purchases of
land. The position would be otherwise if
the cultivators sold more land to non-
cultivators than they purchased from
them. The purchases of land by
cultivators are more than the reported
sales of land thereby suggesting a net
investment. The sales of land by culti-
vatorsform 74 per cent of their purchases
so that the balance of 26 per cent might
be regarded as not investment by culti-
vatorsin land. However as between dif-
ferent strata of cultivators, there is no
clear indication that either the bigger or
the smaller cultivators are making net
purchases of land. In the are following
table are shown the purchases and sales
of land by different strata of cultivators:-
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Table 4.5. Purchases and Sales of land by Different strata of cultivators

Stratum Purchases of land Sales of land valuein Sale as per cent of
valuein Rupees Rupees purchase
First 10% 6,720 3,590 53
Second 10% 10,230 1,230 12
Third 10% 9,310 490 5
Fourth 10% 2,090 6,310 302
Fifth 10% 1,970 4,680 238
Sixth 10% 1,030 1,130 110
Seventh 10% 4,820 3,890 81
Eighth 10% 670 3,230 482
Ninth 10% 1,230 3,390 276
Tenth 10% 330 370 112
Total for al cultivators 38,400 28,310 74

(4.9) The position regarding the pur-
chasesand salesof livestock issomewhat
different. In the first instance, the sales
are not relatively as numerous though
their value forms nearly 63 per cent of
purchases. Not all the sales of livestock
could be considered as liquidation of
capital assets. Sale of sheep and goat as
also of young stock of plough and milch
cattle are often in the nature of sale of
produce rather than liquidation of assets.
Asbetween different strataof cultivators,
there is little regularity in the reported
sales and purchases of livestock and the
reported excess of purchases over sales
and is not confined to either the bigger or
the smaller cultivators. In the following
table (table 4.6) are shown the purchases
and sales of livestock by different strata
of cultivators.

(4.10) The values of sales of livestock is
nearly there tines the purchases of live-
stock in the case of non-cultivators sug-
gesting that there are in this district
families engaged in the rearing and
marketing of livestock.

(4.11) In the following table (table 4.7)
are shown the details of expenditure on
purchases of implements Aswill appear,
a large part of the expenditure on
implements and machinery was reported
by the bigger cultivatorswho reported 87
per cent of it. The ten per cent biggest
cultivators reported about 60 per cent of
such expenses. Taking into consideration
their holdings which account for nearly
32 per cent of thetotal cultivated holding,
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Table 4.6. Purchases and Sales of Livestock by Different Strata of Cultivators.

Stratum Purchases of livestock Sales of livestock Sale as per cent of
valuein Rupees valuein Rupees purchase
First 10% 5,810 5,700 98
Second 10% 3,990 2,980 75
Third 10% 6,250 2,980 48
Fourth 10% 9,650 2,550 26
Fifth 10% 2,510 2,170 86
Sixth 10% 6,310 2,850 45
Seventh 10% 2,320 3,940 170
Eighth 10% 2,550 2,840 111
Ninth 10% 2,170 1,650 76
Tenth 10% 3,400 880 26
Total for all cultivators 45,040 28,540 63

Table 4.7. Purchases of implements and Machinery om Different Strata of Cultivators

Strata Percent of cultivators ~ Expenditure per Expenditure incurred by
reporting expenditure reporting cultivator in  this group as percent of
Rupees total expenditure incurred
by all cultivators
First 10% 20 808 58.2
Second 10% 13 233 116
Third 10% 9 185 6.1
Fourth 10% 8 167 55
Fifth 10% 7 200 55
Sixth 10% 9 262 8.7
Seventh 10% 4 57 0.9
Eighth 10% 15 100 0.5
Ninth 10% 15 340 19
Tenth 10% 15 200 11
All Cultivators 8 355 100.00




VOL. 32NOS 1&2

the expenditure on implements and
machinery appears to be rather high. No
detailsare avail ableregarding the type of
the machinery purchased. Taking in to
account the amount spent on thisitem per
family, there is some indication of addi-
tions of improved machinery. The aver-
age amount of expenditure on this item
per family incurring such expenditure
was about Rs. 360 and the same in the
groupof biggest cultivatorswasabout Rs.
860. This disparity perhaps supports the
above suggestion. Sale of implements by
cultivators were few and negligible so
that the expenditure might beregarded as
net.

(4.12) If purchases of land, livestock and
implements are netted for respective
sales, the relative importance of the dif-
ferentitemsnaturally looksvery different
fromtheoneearlier shown. Thisisshown
in the table below. (table 4.8)

(4.13) Thus there appears to be a major
share of investment on account of
expenditure on land improvement. The
investment on account of land is small
and that on account of livestock and
implements also form asmall proportion
as compared with that on account of land
improvement.
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(4.14) capita investment in non-farm
business was reported by less than one
per cent of al families and average
expenditureincurred by thesefamilieson
such items was about Rs. 1500 per
reporting cultivator and Rs. 240 per
reporting non-cultivator. No further
details of this expenditure are available.

Table 4.8. Capital Investment in Agriculture - Net
of Disinvestment through sales

Item Percentage to
Total
Purchase of land net of sales 9

Purchase of livestock net of sales
Purchase of implements - net of sales

15
16

Reclamation of land 6
Bunding and other land 16
improvements

Well digging repairs, etc. 19
Development of other irrigation 9

sources
Other miscellaneous land
improvements

10

Total 100

(4.15) Expenditure resulting in addition
to financial assets of the families was
reported by a few families, only about
four per cent of thetotal, and the average
amount incurred by them was only Rs.
91. Among the cultivating families the
proportion of families reporting such
expenditure was only dlightly higher,
only five per cent and the average
expenditure was almost the same. A
major part of thisaddition tothefinancial
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assetswasmadeby theten per centlargest
cultivators who reported about 64 per
cent of the additions by the cultivating
families. Additions to financial assets
were not considerable on other strata but
surprisingly the ten per cent smallest
cultivators accounted for about, ten per
cent of the total additions to financial
assets by the cultivators. Non-cultivators
reported about 21 per cent of the total
addition to the financial assets. Most of
such addition was in the form of fresh
deposits in post office savings bank
account and of co-operative societies.
Deposits with co-operative societies
accounted for 55 per cent of the total
additionsto financial assets.

(4.16) Additionstofinancial assetsby the
cultivatorsweremainly intheform of the
sharesof the co-operativesocieties, being
about 63 per cent of thetotal additionsto
financial assets. No additionsto financial
assets in the form of purchases of
National Savings Certificates or treasury
bonds were reported. A negligible
amount of sale of shares was reported so
that the whole of the expenditure on this
item might be regarded as investment.
Expenditure on purchases of shares of
co-operativesocietiesappearsinall strata
of familiesasitisobligatory to purchases
shares at the time of borrowing while
additions to deposits appear only in the
caseof theten per cent largest cultivators.
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(4.17) Finally, we might examine the
expenditure on such items as construc-
tion and repair of residential houses and
other buildings, and purchases of
household utensils, furniture, etc. These
items can be considered as expenditure
on consumer capital or durablegoods. As
already noted, the average expenditure
per family on these items was Rs. 21.
However, only about eight per cent of all
families reported this expenditure, the
average amount incurred by these fami-
lies being Rs. 254. In the case of the
cultivating familiestheaverageisRs. 270
while the average for the non-cultivating
familiesis Rs. 210. Aswas found in the
case of other items of expenditure, cul-
tivating families who are nearly 66 per
cent of the total families accounted for
about 80 per cent of expenditure on this
items. As for the cultivating families,
about 27 per cent of the total expenditure
of cultivating families was reported by
ten per cent largest cultivators. The next
thirty per cent largest cultivatorsreported
about 39 per cent of it. Theremaining 34
per cent of it was reported by other
cultivators. Their share in the total went
on decreasing according to the size of
their holdings.

(4.18) Most of the expenditure under this
item was on construction and repair of
residential and other buildings and this
accounted for 92 per cent of the total
expenditure. Theremaining 8 per cent of
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it was incurred for the purchases of
utensilsand furniture. The reported sales
of houses and buildings or of utensils
formed only a negligible amount and as
such expenditure on this item might be
regarded as not investment, net not of
course of depreciation.

(4.19) We shall now proceed to examine
the sources from where these various
itemsof capital expenditure arefinanced.
The principal sources of finance are
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usually currentincome, post savings, sale
or liquidation of assets and finally bor-
rowing. Past savingsare often difficult to
distinguish from current income as the
flow of current incomeis not regular in
agricultural occupation. They were also
not defined in sufficient detail to dis-
tinguish them from current incomes even
as a matter of technical distinction. We
do not, therefore, propose to distinguish
them in the following.

Table 4.9. Sources of Financing Different items of Capital Expenditurein Agriculture

Item of Expenditure Per cent of Total financed by Total
current
income and Sale of assets Borrowing
past saving
Purchase of land 86 5 9 100
Purchase of livestock 39 16 45 100
Purchase of implements 50 16 34 100
Reclamation of land 54 3 43 100
Bunding and other land improvements 31 69 100
Well digging repairs, etc. 50 48 100
Development of other irrigation sources 76 22 100
Other miscellaneous land 79 21 100
improvements

Tota 76 6 18 100

(4.20) In the table (table 4.9) are shown
the different sources of financing differ-
ent items of capital investment in agri-
culture. We shall begin with capita
expenditure in agriculture. Of the total
expenditure on thisitem, 76 per cent was

reported to be financed by either current
income or past savings, 6 per cent by sale
of assets and the remaining 18 per cent
by resort to borrowing. About 86 per cent
of theexpenditureonthe purchase of land
was met from current income or past
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savings while in the case of purchases of
livestock and implements the proportion
was 39 per cent and 50 per cent, respec-
tively. Borrowings to meet the above
there items of capital investment in
agriculture were 9 per cent, 45 per cent
and 34 per cent, respectively. Need for
the purchases of livestock and machinery
is seasonal or accidental and it is but
natural that afair portion of itisfinanced
by recourse borrowing. The small per-
centage of borrowing for the purchase of
land is notable and indicates the
preference of the cultivators for the land
aform of investment of their savings. The
part played by the sale of assets in
financing these itemsis 5 per cent in the
case of purchases of land and 16 per cent
each inthe case of purchases of livestock
and implements.

(4.21) We have aready noted that about
80 per cent of the expenditure on non-
farm business was reported by the culti-
vating families. However, more than 72
per cent of the total non-farm business
expenditureisreported to be financed by
borrowing and the remaining 16 per cent
from the current income, past savings,
etc. This high rate of borrowing reflects
uponthelack of fundswiththecultivators
which they could use for purposes other
than agriculture.
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(4.22) As regards the expenditure an
additions to financial assets, most of it
wasfinanced from currentincomeor past
savings as wasto be expected. However,
about 31 per cent of the expenditure on
the purchases of shares of co-operative
societies, etc., was reported to have been
met by borrowing. It is clear, therefore,
that to this extent the purchases of shares
of cooperative societies do not represent
formsof savingsand investment, they are
only procedures necessary to qualify the
personsfor borrowing from the societies.

(4.23) As regards the expenditure on
repair and construction of houses and
buildings, about 21 per cent of it was
reported to have been met by borrowing
and the rest from the current income of
past savings.

(4.24) only 2 per cent of all the families
reported expenditure on death ceremo-
nies. The average expenditure was Rs.
131 per cultivating family. The reported
expenditure on this item by non-
cultivating families was about Rs. 160.
About 20 per cent of such expenditure
was financed by borrowing and the rest
from current income or past savings. The
proportion of borrowing in the total
expenditure seems to be reasonable as
this is an accidental expenditure and is
very likely to be met by borrowing.
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(4.25) Average expenditure per family on
account of marriage ceremonies was
about Rs. 44. But only eight per cent of
all familiesreported such expenditure as
suchtheaveragefor reporting family was
about Rs. 527. The expenditure on this
itemsper family decreasefromthebigger
cultivators to the smaller cultivators.
About 51 per cent of such expenditure
was met from the current income or past
savings, about 15 per cent from the sale
of assets and the rest by borrowing.
Comparatively higher percentage in this
particular item of the sale of assets for
meeting the expenditure suggeststhat the
cultivators who could not manage to
borrow, or in whose case the expenditure
was out of their budget had to sell their
assets to keep their status in the society.

(4.26) Large expenditure has been
reported on some other items of family
expenditure. The per family expenditure
on different items included in the ques-

tionnaire was as under:-
Table 4.10.

Item Per family expenditure
inRs.
Medicine 13
Education 7
Clothing 201
Litigation 17
Total 238
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Of these items, expenditure on medicine
and litigation involved borrowing to the
extent of 21 per cent and 31 per cent,
respectively. Education and clothing are
necessities and the expenditure on these
items is usually spread over the year.
Hence, there is a very little scope for
borrowing for meeting the expenses.
Hardly one per cent of the total expen-
diture on these two items was met by
borrowing. Clothing, however, involves
sizeableexpenditureduring marriage and
other ceremoniesandthereisalikelihood
of some borrowing having taken place.
But this might have been reported under
the total expenditure on marriage.

V. BORROWING AND INDEBTEDNESS

(5.1) we now proceed to examine the
borrowings during the year. The average
comes to Rs. 140 per family. However,
only 22 per cent of the total families had
reported borrowing during the year and
as such the average per reporting family
was Rs. 645. We have earlier examined
some of the occasions and purposes for
which families borrowed and the extent
to which they did so on these accounts.
Two important purposes for which bor-
rowing takes place were then left out of
consideration, nearly current farm and
family expenditure. Of the total reported
borrowing by the cultivators, 43 per cent
wasfor capital investment in agriculture,
about 27 per cent was borrowed for cur-
rent farm expenses and about 14 per cent
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wasfor family expenditure. Theprinciple
items of capital expenditure in agricul-
turefor which borrowing takes place and
the relative share of those items were as
under:- (table5.1)

(5.2) Among the items of current farm
expenses for which borrowing takes
place, the most important items are the
purchases of seed and nature which
account for morethan 27 per cent each of
the borrowing on this account. Other
items and their relative shares were as
under (table 5.2)

Table5.1
Item Percentage
of borrowing
for capital
investment
in agriculture
Purchase of land 6.1
Reclamation of Land 5.6
Bunding and other land improvements 21.0
Well-digging, repairs, etc. 18.0
Development of other irrigation 0.2
sources 36
Other land improvements 34.7
Purchase of livestock 10.8

Purchase of implements

Table5.2. Percentage of borrowing for current
farm expenditure

Purchase of land 27
Purchase of manure 27
Payment of wages 9

Other 37
Total 100
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(5.3) Of the borrowing to meet thefamily
expenditure, the most important item of
borrowing is as earlier indicated, the
marriage ceremonies which accounts for
58 per cent of the borrowing on this
account. The most important items and
their relative shares were as under:-

Table5.3.
Item Percentage
of borrowing
family
expenditure
Construction and repair of residential 18
and other buildings
Marriage and Death ceremonies 61
Other expenditure 21
100

(5.4) The incidence and the extent of the
borrowing for different purposes is dif-
ferent for different strataasit isdifferent
between the cultivating and non-
cultivating families. For instance while
28 per cent of the cultivating families
reported borrowing during the year, only
9 per cent from the non- cultivating
families reported borrowing. A differ-
ence is also noted in the average size of
the borrowing of thesetwo categories. In
the former case, the average was more
thanRs. 681 whileinthelatter it wasonly
about Rs. 417. The purposes for which
borrowing takes place were naturally
different in the above two cases; in the
case of the cultivating families only 27
per cent of the borrowings were for
meeting family expenditure whilein the
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caseof thenon-cultivating familiesit was
ashighas78 per cent. Itistruethat alarge
number of the non-cultivating families
would be landless labour and hence
poorer than the cultivating families. It is
not, however, on that account that the
family expenditure accounts for so large
a proportion of the borrowing by the
non-cultivating families. The other two
important purposesfor which cultivating
families borrow are the capital and cur-
rent farm expenditure and these ssimply
do not exist for the non-cultivating
families; it is for this reason that family
expenditure appears so large an item
among the borrowings of the non-
cultivating families. There is no indica-
tion, however, that the extent of
borrowing on account of family
expenditure is any less than among the
non-cultivating families. Thus, as noted
above, the borrowing per borrowing
cultivator was more than Rs. 680, more
than one-fourth of whichwasfor meeting
family expenditure. This gives an aver-
age of about Rs. 180 per borrowing cul-
tivator for meeting family expenditure.
On the other hand, the borrowing
non-cultivating families borrowed an
average of Rs. 417 only, about three-
fourthsof which werefor meeting family
expenditure. If wenow remember that the
proportion among the cultivators who
borrowed during the year is three times
ashigh asthat among the non-cultivating
families, it would be clear that the credit
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needs of the cultivators or at any rate,
their effective demand to meet their
family expenditure are much higher than
those of the non-cultivators.

(5.5) Thisisalsotrueashetweendifferent
strata of cultivators. In this following
table (table 5.4) are shown details of
borrowing by cultivators in different
strataof families. Thus, if weconsider the
ten per cent biggest cultivators, both the
incidence and the extent of borrowing
among them are much larger than among
the cultivators as a whole. In this group
of biggest cultivators about 46 per cent of
thecultivatorsreported borrowing during
the year as against the 28 per cent of all
cultivators. Taking al cultivators
together, the average amount borrowed
by the borrowing families works out to
be Rs. 681 per family. Inthe group of the
ten per cent biggest cultivators this
averageisRs. 1,482. A large part of this
borrowing naturally takes place to meet
capital and current farm expenditure;
about 38 per cent and 34 per cent,
respectively of thetotal. Only 28 per cent
of the borrowings are to meet the family
expenditure, but even that gives and
average of more than Rs. 415 per bor-
rowing family which is much larger than
Rs. 193 for all cultivating familiesand a
little more that for the non-cultivating
families. It should be noted further that
these averages are per borrowing family
in different groups and that while only
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nine per cent of the non-cultivating
familiesand 28 per cent of all cultivating
families borrowed during the year, as
many as 48 per cent of the big cultivators
borrowed, so that if the comparison were
to be made on the basis of per family in
the different groups, it would appear that
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in order to meet the family expenditure,
the big cultivators borrowed on an aver-
age more than four timesthe borrowings
of an average cultivator and nearly six
times as much as did an average non-
cultivating family.

Table5.4. Borrowing during theyear by cultivatorsin different strata and by non-cultivators

Stratum Percent of Amount Percent of total borrowings
borrowing borrowed
families per borrowing  for capital for current  for family and
family farm and farm other
non-farm expenditure expenditure
expenditure
First 10% 46 1482 38 34 28
Second 10% 23 928 41 35 24
Third 10% 31 546 48 25 27
Fourth 10% 31 713 55 19 26
Fifth 10% 22 536 40 35 25
Sixth 10% 27 772 66 12 22
Seventh 10% 25 352 33 26 41
Eighth 10% 25 259 60 19 21
Ninth 10% 26 317 49 14 37
Tenth 10% 26 242 51 21 28
All cultivators 28 681 46 27 27
Non-cultivators 9 417 13 78
All families 22 645 43 9 32

(5.6) We could illustrate the same point
by cons