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GROWTH, POVERTY AND LEVELS OF LIVING:
HYPOTHESES, METHODS AND POLICIES

M.H. Suryanarayana

The present papers takes stock of the recent methodological attempts to estimate poverty and
examines the scope for further improvement. As an attempt in this direction, changes in real con-
sumptionbasket and its methodological and policy implications are examined. Based on the National
Sample Survey data, the paper examines the changes in aggregate consumer expenditure, cereal
quantity consumption and consumplion patterns with the possible appropriate fractile-group and
commodity specific price adjustments. The results show that poverty increased till mid-sixties and
declined thereafter as a result of a decline in real income/consumption and a recovery. Cereal
consumplion has been virtually stagnant since 1952. With limited increases in aggregate real con-
sumptionafter mid-1970s, the poor have gone in for quality andvariety in their consumption involving
changes in consumption paiterns in favour of superior cereals, and marginal increasesinnon-cereal

food items, but still below the subsistence threshold in terms of calorie intake.

Reduction in the proportion of the poor since
the ‘mid-seventies observed by almost all the
recentstudies has received considerable attention
in the context of the ongoing economic reforms.
Although studies have confirmed reduction in
-poverty, available data, in fact, indicate stagna-
tion, ifnotdecline, in cereal quantity consumption
for all decile groups of population. There is an
important study which has noted that there has
not been any improvement in cereal quantity
consumed between 1970-71 and 1989-90 [Rad-
hakrishna, 1991]. The recent Expert Group on
Estimation of Proportion and Number of Poor
[Perspective. Planning Division, 1993} has
observed ‘significant shifts’ in consumption
patterns involving reductions in shares of cereals
and foodgrainsin total consumer expenditure and
takes such reductions for a shift in calorie sources
from low cost to high cost items. The Expert
Group explains reductions in average calorie
intakeacross expenditure classes in terms of these
shifts in consumption patterns. But the Expert
Group estimates of consumer expenditure pro-
portions are at current prices. Itcould be that such
changes in consumer expenditure proportions are
exaggerated due to associated relative price
changes.

The reduction in poverty is further confirmed
by estimates of distributionally sensitive poverty
indices [see, for instance, Suryanarayana and
Geetha, 1992, 1994; Tendulkar, Sundaram and
Jain, 1993]. Apart from the strength of these

findings from the fact that they are obtained from
methodologically better studies, they have sig-
nificant policy implications for poverty allevi-
ation. All the evidence, based as it is on the
National Sample Survey (NSS) data on consumer
expenditure distribution, is sometimes taken to
indicate improvements in levels of living® of the
population, the poor in particular, But since the
poor, both rural and urban, are heterogeneous in
terms of their sources of livelihood, it is quite
possible to observe decreasing poverty ratios
along with a decline in the levels of living for a
subset of the poor as found by Ravallion and Van
de Walle [1988] in their simulations for Indone-
sia. However, the estimates of poverty measures,
even the distributionally sensitive ones cited
above, will not capture any such underlying dis-
tributional changes. While the headcountratio, as
is well known, does not take into account the
magnitude of deprivation and the relative
inequality among the poor, the distibutionally
sensitive poverty measures have not been esti-
mated taking into account (i) the dual valuation

" of NSS estimaies of consumption, that is, valuing

consumption from home-grown stock at ex-farm
prices and that from market purchases at retail
prices, and (ii) the differential distributional
impact of inflation. For choice of the right set of
policies for the poor, a careful analysis of such
underlying distributional changes in terms of
entitlement and levels of living of the different
poorer decile groups of the population and their

M.H. Suryanarayana is Associate Professor at Indira Gandhi Institute of Development Research, Gen. Vaidya Marg,

Goregaon (East), Bombay 400 065.
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implications is called for.

The need for such a study can be appreciated by
citing the studies on (i) agricultural growth and
rural poverty; and (i) strategies for poverty
alleviation. In the former context, Ahluwalia
[1978] called into question the view that ‘growth
without radical institutional change’” will not
‘contribute topoverty alleviation, and indeed may
even generate absolute impoverishment for the
poor’ on the basis of statistically significant
negative trends {or the Gini coefficients of NSS
rural consumption distributions for India as a
whole and for majority of the individual states.
Similarly, the ‘Growth with Redistribution’
strategy of the Sixth Five Year Plan was also
guided by the obscrved decline in the Lorenz
ratios of NSS consumption distributions at 0.38
and 0.59 per cent per annum for rural and urban
India, respectively, during 1960-61 to 1977-78
[Perspective Planning Division, 1981, p. 82]. But
such estimates of inequality measures based on
the NSS consumption data are not comparable
and the observed decline is only spurious and not
real. This is because published NSS data on
consumer expenditure are available only in group
form and Lorenz ratio estimates based on such
data are subject to grouping bias involving
underestimation of the convexity of the Lorenz
curve, This grouping bias varied between data for
different NSS rounds because of the rigid NSS
expenditure class interval schemes which are not
updated regularly in keeping with changing price
levels [see Suryanarayana, 1991]. With appro-
priate statistical corrections and fractile group
specific price adjustments, the Lorenz ratio
estimates show even an increase in inequality
particularly for the urban sector and cities [Su-
ryanarayana, 1986].

Similarly the observed recent reductions in
estimates of poverty measures, both prevalence
and severity, could be due to inadequate price
adjustments [Suryanarayana, 1994 and Section 1
below] and there is a need for a careful analysis
of changes in real consumption basket and its
policy implications. This paper, accordingly,
makes an attempt in this direction by examining
the available NSS data on consumer expenditure
after conventional fractile-group specific price
adjustments. The study is carried out further with
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particular reference to the cereal basket inasmuch
as cereals account for more than 80 per cent of
the calorie intake and because the current poverty
estimatesare basedon poverty lines derived using
the food-energy-intake method. Its focus is only
at the all-India picture. With a state level analysis,
a better understanding of the underlying process
and causes will emerge. That is being carried out
in' a separate study. The paper is organised as
follows. The recent attempts to evolve method-
ologically better approaches to poverty estimates

“and their findings on poverty reductions in rural

and urban India are dealt with in Section 1. Sec-
tion 2 examines changes in levels of living of the
five poorer decile groups of rural and urban
population, with Section2.1 which deals with the
temporal changes in consumer expenditure at
current and constant prices and Section 2.2 which
examines the changes in the quantities consumed
of cereals over time by these population groups.
Next the question of changes in consumption
patterns is dealt with in Section 2.3. The final
section gives the conclusions of the paper.

1. POVERTY RATIOS

Most of the recent important studies on poverty
[see, for instance, Minhas et al., 1987, 1991,
Kakwani and Subba Rao, 1991; Tendulkar ez al.,
1993}, including those by the Planning Com-
mission, are based on the poverty lines estimated
by a Task Force on Projections of Minimum
Needs and Effective Consumption Demand
[Perspective Planning Division, 1979] using the
food-energy-intake method. The Task Force
defined the poor as ‘those whose per capita
consumption expenditure lies below the mid-
point of the monthly per capita expenditure class
havinga daily calorieintake of2,400inrural areas
and 2,100 in urban areas’ [Perspective Planning
Division, 1981, p. 81]. The mid-points were
actually worked out using the 28th Round NS$
data on household consumption both in quantity
and value terms for the period October 1973 -June
1974 as follows. To begin with, applying com-
modity specific calorie content coefficients, the
calorie content of consumption Dbaskets
corresponding to various NSS expenditure
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classes were determined. And then the expendi-
ture equivalents of the calorie norms were worked
out by applying inverse linear interpolation
method to the NSS data on average per capita
monthly expenditure and the corresponding cal-
orie contentof food items in the expenditure class.
The poverty lines so worked out are Rs.49.09 and
Rs. 56.64 per capita per month at 1973-74 prices
in rural and urban areas, respectively. The
majority of the recent studies are based on these
poverty lines estimated by the Task Force [Per-
spective Planning Division, 1981]. The poverty
ratios and numbers obtained by some of these
studies are presented in Table 1. Broadly they
show a decline in the proportion of the poor since
1973-74. They differ with respect to specific
details like magnitude of changes in the size,
absolute and relative, of the poor population. This
is because even though the different approaches
agreed on the poverty lines, they differed with
respect to the data base and methodology fol-
lowed in poverty estimation.

The Planning Commission adopts the poverty
lines recommended by the Task Force for the year
1973-74, Estimates of poverty for the subsequent
yedrs are made by price-adjusting the poverty
lines with the Central Statistical Organisation’s
(CSO) implicit deflator for private consumption
expenditure obtained from the National Accounts
Statistics. As regards the data base, the NSS
consumption expenditure distributions for both
rural and urban sectors are adjusted upwards by
a factor given by the ratio of CSO’s estimate of
private consumption expenditure in the National
Accounts Statistics to the NSS estimate of
household consumer expenditure for the corre-
sponding year, in order to ensure consistency
_between the input-output table and consumption
sub-model of the overall Plan model. Planning
Commission estimates of the headcount ratio
show the proportion of poor to have declined
continuously from 54.10 per cent in 1972-73 10
33.40 per centin 1987-88 in rural India. In urban
India the corresponding decline was from 41.20
to 20.10 per cent. The estimates for rural and
urban India taken together show a decline from
51.50 10 29.90 per cent during the period. But the
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number of rural poor increased from 24422
million to 253.10 million between 1972-73 and
1977-78 and declined thereafter to221.50 million
in 1983-84 and to 195.97 million in 1987-88. The
size of urban poor also increased from 47.33
million to 53.70 million between 1972-73 and
1977-78 and declined to 59.50 millionin 1983-84
and to 41.70 million in 1987-88. The combined
all-India poor population increased from 291.55
million to 306.80 million between 1972-73 and
1977-78 and declined to 271.00 million in
1983-84 and to 237.67 million in 1987-88.

The study by Minhaser al. {1991] isessentially
the result of their efforts to overcome the meth-
odological limitations of the Planning Commis-
sion approach. Minhas ez al. [1991] estimate
headcount ratios using the same all-India rural
and urban poverty lines as done by the Planning
Commission for the base year 1973-74. But they
depend only on the NSS consumer expenditure
distributions without any scalar adjustments
because of the problems of comparability
between the NSS and CSO private consumer
expenditire data sets. They reject the Planning
Commission approach of using implicit national
income deflator. on the ground that it ignores
rural-urban differentials in prices and price
movements. Their preferred approach obtains
state specific poverty lines corresponding to the
all-India ones using state specific cost of living
indices and state specific price indices relative to
all-India separately for the rural and urban middle
range of population. The state specific cost of
living indices and state specific price indices
relative to all-India for the rural sectors are
estimated using adjusted retail price relatives of
the official Consumer Price Index for Agricul-
tural Labourers (CPIAL); the adjustment being
for the downward bias in the retail price index of
fuel and light arising from the use of an
unchanging price relative for firewood on the
assumption that agricultural labourers get fire-
wood free of cost from common property

!
resources. As regards the urban sectors, the
combined retail price relatives compiled for the
Consumer Price Index for Industrial Workers
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(CPIIW) and Consumer Price Index of Non-
manual Employees (CPINM) for urban areas are
used. The middle range of population is taken to
include persons in the monthly per capita total
consumer expenditure (MPCTCE) interval cov-
ering the state-specific poverty line in the base
year. Next, state specific poverty ratios are
worked out on the basis of state-wise NSS con-
sumption distributions and their population
weighted average gives the all-India estimate.
Their estimates for rurat India show a decline in

the proportion of poor from 58.75 per cent in-

1970-71 to 50.77 per cent in 1983 and further to
48.69 per cent in 1987-88. Their corresponding
estimates for urban India show a decline from
46.17 per cent to 39.74 per cent and finally to
37.76 per cent. Their weighted average estimates
for all-India show a decrease in poverty from
56.25 per cent in 1970-71 to 48.11 per cent in
1983 and further 10 45.85 per cent in 1987-88.
Unlike the Planning Commission estimalcs, their
estirnates show an increase in the number of poor
throughout: The number of rural poor increased
from 257,94 millionin 1970-71 t0 276.83 million
in 1983 and to 283.66 million in 1987-88. The
number of urban poor increased from 50.37
million 10 '69.18 million and finally to 77.50
million during the corresponding period. The
combined rural and urban estimates show an
increase from 308.32 million in 1970-71 1o
346.01 million in 1983 and to 361.16 million in
1987-88. _

Using the same methodology butbased directly
on the all-India poverty lines and all-India con-
sumption distributions, &timates of the poverty
proportions have been updated for years aficr
1970-71 up to 1988-89 by Tendulkar et al.
[1993]. The estimates by Tendulkar et al. [1993)
show similar temporal movements in poverly
ratios for rural and urban India. The poverty
percentage decreased from 57.33 in 1970-71-10
54.47 in 1977-78 and declined further to reach
42.23in 1988-89. As regards the urban poor, their
percentage share in tolal urban population
increased from 45.89 in 1970-71 to 47.40 in
1972-73 and further to 49.20 in 1973-74 and
declined to 4297 in 1977-78 and 35.39 in
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1986-87; then, it increased marginally to 36.52 in
1987-88 and declined to 35.07 next year.

The estimates discussed so far relate to the
headcount measure of poverty, thatis, measure of
prevalence of poverty. As is well known, the
headcount measure does not take into account the
magnitude of deprivation of the poor withrespect
to the subsistence minimum and the relative
inequality among the poor. Tendulkar et al.
[1993] have estimated mcasures of depth and
severity of poverty. They are the Poverty Gap
Index, the Sen Index [Sen, 1976] and the P,

measure [Foster, Greer, Thorbecke, 1984]. These
measures are obtained as follows. Let N be the
total number of individuals in the society. LetY
= (Y}, ¥Yan-n¥n) be @ vector of N individual con-
sumption expenditures in increasing order; z be
the exogenously fixed poverty line; q be the
number of individuals with consumption less than
z; ¥, be the mean consumer expenditure of the
poor; G, be the Gini coefficient of consumption

distribution among the poor and C2 = squared

coefficient of variation of consumption distribu-
tion among the poor. Let H = g/N, that is,
headcount ratio; R = z-y,/z, that is, poverty gap
ratio; g; = z-y; be the consumption shortfall of the
i-th individual from the normative subsistence
minimum. Then the Poverty Gap Index is given
by

PGl = (1)

That is, the Poverty Gap Index is a measure of
depth of poverty given by the ratio of the aggre-
gate consumption shortfall of all the poor to the
normative consumption expenditure of the entire
population. The severity of poverty can be cap-
tured by taking into account relative inequality
among the poor. Two such mecasures considered
by Tendulkar et: al, {1993] are the Sen index and
the P, measure. Thie Sen index (S1) is given by

] . L/ J—
- il(/ %)

2 . }
Sl = ooz Bewai-h @
which reduces to
SI=H[R+(I-R) G,] o)



VOL.7NO.2

From equation (2), it can be seen that the Sen
index is a normalized weighted sum of con-
sumption shortfalls of the poor, obtained on the
basis of ‘rank order’ weighting scheme. The Sen
index is not decomposable in the sense that ‘total
poverty is a weighted average of subgroup pov-
erty levels’ [Foster, Greer and Thorbecke, 1984;
p. 761). The P, poverty measure, which

overcomes this inadequacy, due to Foster, Greer
and Thorbecke [1984] is given by

i [&YX .
=\ Z J
where o is the poverty aversion parameter. The
formula for the P, measure is general in the sense

that it nests the Headcount ratio and Poverty Gap
Index measures. That is to say, it reduces to
Headcount ratio, that is a poverty prevalence
mcasure, when o = 0 and to Poverty Gap Index,
that is a mecasure ol depth of poverty, for o= 1.
For a.=2, it bccomes an ovcerall severity measure
encompassing headcountratio, poverty gap index
and relative incquality among the poor. This
property of the measure comes out explicitly
when it is expressed as:

1
Py:z)= N oz0 )]

P,(y;z)= H[R*+(1-R)*C] .(5)
The estimates of Tendulkar et al. [1993] of these
poverty measures are presented in Table 2. It can
be seen that these cstimates only corroborate the
picture presented by the headcount ratio esti-
mates: While the headcount ratio shows that
all-India rural poverty declined by 26.34 per cent
between 1970-71 and 1988-89, the Poverty Gap
index shows a decline of 41.95 per cent, the Sen
index shows a decline of 40.59 per cent and the
P, measure, 51.57 per cent. As regards all-India
urban poverty, the reduction between 1970-71
and 1988-89 shown by the headcount ratio is
23.58 per cent, that by the Poverty Gap index is
33.46 per cent, that by the Sen index is 32.45 per
cent and that by P, measure, 40.04 per cent,
These studies and the methodological issues
raised by Minhas et al. [1988] have considerably
influenced academic thinking and led the Plan-
ning Commission to constitute an Expert Group
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in 1989 to reconsider methodological and
computational aspects of poverty estimation. The
Expert Group has gone into ‘the methodology for
estimation of poverty at national and state level’
and also ‘into the question of re-defining poverty
ling, if necessary’ [Perspective Planning Divi-
sion, 1993, p. 1]. According to the Expert Group
‘the poverty line defines on an average the level
of per capita per day expenditure which meets a
normative minimum standard of living, deemed
reasonable. Calorie intake is but one of the
ingredients, though an important one, of the
minimum standard, but the poverty line makes an
allowance for non-food consumption needs as
well on the basis of observed consumer beha-
viour. The Group recognises the desirability of
defining the normative standard for non-food
consumption and its constitucnts, without refer-
ence to actual behaviour, but until this js done,
the cxisting basis secms to be the most practical
andreasonable. Itis this consumption basket that
constitutes the minimum standard for defining the
boundary between the poor and the non-poor’
[Perspective Planning Division, 1993, p. 30]. The
Expert Group has recommended that the all-India
poverty lines and-norms suggested by the Task
Force on Minimum Needs and Effective Con-
sumption Demand be the basis for further esti-
maites of poverty.

To begin with, state-specific poverty lines for
the base year 1973-74are tobeestimated applying
the same living standard norm uniformly to all
states so as to ensure comparability of poverty
estimates across states and over time. For this
purpose the ‘standardised commodity basket
corresponding to the poverty line at the national
level’ are to be valued at state specific prices in
thatyear. This is done using Fisher’scost of Living

-index reflecting inter-state price differentials with

respect toall-Indiaas estimated by Chatterjce and
Bhattacharya [1974] forthe rural sectorand those
by Minhas et. al. [19881*for the urban sector. The
state-sector-specific poverty lines for subsequent
years are to be updated by their respective con-
sumer price indices obtained by weighted state-
sector-specific prices where the weighting
diagram is given by the corresponding all-India
consumption basket for the base yearpoverty line.
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Considering that reliable, comparable data in
sufficient disaggregation are notreadily available
to researchers and take time, the Expert Group
recommends the use of published commodity
group indices from the CPIAL for the rural and a
simple average of ‘suitably weighted’ indices
from CPIIW and CPINM for the urban sector for
purposes of consumer price indices. Given the
state-specific poverty lines, the corresponding
poverty ratios are to be estimated relying ‘ex-
clusively’ on the NSS.size distribution of per
capita consumption expenditure. And, all-India
poverty ratios are to be obtained as ‘aratio of the
aggregate number of State-wise poor persons 10
the total all-India (rural and urban) population’
[Perspective Planning Division, 1993, p. 34].

The estimates of poverty ratios and numbers so
obtained show a gradual decline in rural poverty
ratio from 56 .44 per cent in 1973-74 to 53.07 per
centin 1977-78,45.61 percent in 1983 and finally
t039.06 per centin 1987-88 butan increase in the
number of poor from 261.29 million in 1973-74
to 264.25 million in 1977-78 and a decline
thereafter 10 251.72 million in 1983 and t0229.40
millionin 1987-88. The estimates for urban India
show a gradual decline in poverty proportion from
49.23 per cent in 1973-74 to 47.40 per cent in
1977-78, to 42.15 per cent in 1983 and finally to
40.12 per centin 1987-88; but a gradual increase
in the number of poor from 60.31 million in
1973-74 t0 67.74 million in 1977-78, 75.29 mil-
lion in 1983 and to 83.35 million in 1987-88. The
corresponding combined estimates for all rural
and urban India together show a decrease in
poverty from 54.93 per centin 1973-74 to 51.81
per cent in 1977-78, 44.76 per cent in 1983 and
finally to 39.34 per cent in 1987-88; but the
number of poor increased from 321.60 millionin
1973-74 to 331.99 million in 1977-78 and
decreased thereafterto327.01 millionin 1983 and
further to 312.75 million in 1987-88.

The studies by Minhas et al. essentially rep-
resent efforts at overcoming some of the meth-
odological limitations of the Planuing
Commission approach to poverty estimation. The
Expert Group Report [Perspective Planning
Division, 1993] in response to the issues raised
by the studies of Minhas et al., recommends a
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methodology which differs from the one advo-
cated by the latter with respect to specifics like
common all-India weighting diagram for all states
and larger commodity group price indices in
estimating state-sector-specific cost of living
indices. Its merit largely lies in ease of estimation
based on readily available published data. Both
the approaches have made significant contrib-
utions by bringing out the fundamental incon-
sistencies in the Planning Commission approach
and suggesting methodologically  better
alternatives. In this respect, given their emphasis
on appropriate weighting diagrams and price
relatives so as to retrieve information about the
underlying consumption basket, there seemstobe
scope for further improvement by taking into
account the dual valuation of NSS consumption
data. That is, the NSS Organisation (NSSO)
values consumption from home-grown stock at
ex-farm prices and the monetized part, that is
those from market purchases at retail prices. Farm
price is generally much lower than market retail
price; for rice it used to be about 60 per cent lower
in the early 1970s in a few select markets [Pal ez
al.,, 1993]. In that case the same consumption
basket will be valued differently depending upon
the shares of the home-grown stock and mone-
tized consumption. This renders comparisons of
inequality and poverty estimates, based on the
NSS consumer expenditure data across sectors
and states difficult since the share of monetized
consumption varies across households within a
sector in a state and also across sectors and states.
The time series estimation and comparisons of
poverty-and inequality measures also getaffected
in the context of changing institutional structures
and increasing monetization of consumption
[Suryanarayana, 1993]. Poverty estimates based
on poverty lines updated by consumption
weighted retail price indices will be distorted.
This is because the use of such weighted retail
price indices is valid only if either commodity
items of the consumption bundle are uniformly
valued at respective retail prices or ex-farm and
retail prices increase at the same rate. But in fact
neither of the two hold good for rural India. So
updating poverty lines by weighted retail price
indices will involve over-inflation of poverty
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lines vis-a-vis the actual consumer expenditure
data and hence overestimation of poverty. It has
been shown [Suryanarayana, 1995a) that the
poverty estimates, based on NSS consumer
expenditure data, using consumption weighted
retail price indices will be overestimates and the
degree of overestimation will vary depending
upon changes in the degree of monetization of the
consumption basket and relative changes in ex-
farm and retail prices. Other things remaining the
same, an increase in monetized share in
consumption would result in a decline in over-
estimation of poverty. There is enough evidence
by now [Vaidyanathan, 1986 and ILO-ARTEP,
1993] which shows increasing landlessness and
casualisation of rural labour since the mid-sixties
which would imply larger market dependence and
increasing share of monetized part in the con-
sumption of the poor. This may explain part of
the observed reduction in poverty estimates. The
degree of casualisation being different across
states, the degree of distortion in poverty esti-
mates will differ across states. This would imply
that the debate on agricultural growth, trickle
- down, inflation and rural poverty has over
emphasised problem specification and econo-
metric procedures at the costof verifying how far
the sample data represents the postulated process
[Suryanarayana, 1995a3.

Further even though Tendulkar et al. [1993]
have estimated distributionally sensitive poverty
measures like the P, and Sen indices, their esti-

mates suffer from two limitations:

(i) they are based on the NSS estimates of
expenditure-group-wise  mean  consumption
because of which intra-group inequalities are not
accounted for; and (ii) they do not (ake, inio
account the dual valuation of NSS consumption
estimates and the differential impact of inflation
across expenditure groups. The question of dual
valuation matters particularly for distributionally
sensitive poverty measures because monetization
rate (i.e., the ratio of cash to total consumption
expenditure) differs across houscholds and its
distribution across groups varies between states
and over time. For instance, the average mone-
tization rate was 0.6 for rural India and 0.9 for
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urban India in 1963-64. The monetization rate
increased with the rise in per capita consumer
expenditure in rural India as a whole and in the
rural sectors of some states; it followed au-shaped
pattern for rural West Bengal and a linear pattern
in the case of rural Kerala. As regards the urban
sector, monetization rate increased with per capita
total consumer expenditure in Uttar Pradesh and
a linear pattern for West Bengal and Kerala
[Mukherjee er al., 1981, p. 7]. The differential
impact of inflation is important because the
commodity composition of consumption baskets
are different across expenditure groups, With
food items dominating the consumption baskets
of the poor, inflation accompanied by changes in
relative prices involving increases in foodgrain
prices would affect the poor muchmore adversely
than the rich. Some of the earlier studies for the
1960s and early 1970s based on wholesale price
relatives have confirmed this pattern for India
[Mahalanobis, 1962; Iyengar and Bhattacharya,
1965; Iyengar, 1967; Vaidyanathan, 1974; Rad-
hakrishna and Sarma, 1976 and Suryanarayana,
1986]. A recent, methodologically better, attempt
[Jain, 1989] based onretail price relatives for the
years 1970-71, 1972-73, 1973- 74, 1977-78 and
1983 corroborates the hypothesis about the dif-
ferential impact of inflation but shows that the
pattern was neither always regressive nor always
progressive. Therefore, ideally such distributio-
nally sensitive poverty measures should be esti-
mated with appropriate adjustments for grouping
bias, dual valuation of consumption estimates and
differential distributional impact of “inflation,
While the problem of grouping bias can be tackled
o acertain extent by graduating the consumption
distribution by some distribution function, the
latter can be handled by reconstructing the con-
sumer expenditure distributions for different
years at the base year prices of the poverty line
with appropriate differential price adjustments.
Such methodological aspects are yet to receive
serious attention.

Given these constraints, one approach could be
to examine the actual changes in the entitlement
and levels of living of the poorer sections in rural
and urban India during the post-Independence
period. The entitlement of the poor are measured
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by their consumer expenditure given in the NSS
reports. The use of the data on consumer expen-
diture may be justified since it is a better proxy
for permanent income and is less subject to
conceptual and measurement errors than income.
For the poor who are already living at sub-
subsistence level, there may notbe any difference
between consumer expenditure and income.
Further, so far as we are interested only in some
income measure, the NSS valuation of home-
grown consumption at ex-farm prices may not
distort the analysis as it may be justified as a
measure of opportunity cost and hence income.
With this perspective, the sections below address
the “following questions: How far the levels of
consumer expenditure of the poor have actually

registered an increase as a cumulative result of .

different policy programmes? What is the nature
and direction of changes in the consumption
basket of the poor and their implications for
methodology as well as policy ?

2. CONSUMPTION: LEVELS AND COMPOSITION

2.1 Trendsin Aggregate Consumer Expenditure

The NSS reports on consumer expenditure
survey for each round provide data in the form of
size distribution of households and population
across 11 to 14 monthly per capita total consumer
expenditure (MPCTCE) classes along with
average MPCTCE and its breakdown into a
number of broad commodity groups at current
prices. For some of the rounds, the NSSO also
provides commodity breakup data for the food-
grains category both in value and quantity terms.
The problem in working with the NSS type
distributions is that the changes in levels of
consumer expenditure of different expenditure
groups over time canot be verified by direct
inter-temporal comparisons of these distributions
since relative population frequencies of different
expenditure classes vary over time. In order t0
facilitate temporal comparisons of the consumer
expenditure distributions, we convert the NSS
distributions to obtain estimates of MPCTCE by
decile groups of population ranked in ascending
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order of MPCTCE. This is done by linear inter-
polation on the unsmoothed Lorenz curve for
MPCTCE. Such distributions, besides their
comparability over time, enable deflation of
decile group-wise MPCTCE by decile group
specific deflators to arrive at the distribution of
real consumption expenditure by accounting for
the differential impact of inflation.

To begin with, the estimates of MPCTCE at
current prices for the bottom five decile groups
of rural and urban population for the period
1961-62 10 1989-90 are presented in Tables 3 and
4, respectively. The estimates of MPCTCE are

. presented for years after 1961-62 because it is

mainly from the 14th round (July 1958-June
1959) that the NSS methods of valuation, con-
cepts, survey period, etc., got standardized and
that relevant price indices are available for the
period after 1960-61. The choice of the botiom
five decile groups is dictated by the consideration
that, barring the years 1966-67 and 1967-68,
generally about 50 per cent of the rural population
had a consumption level below the poverty line
in the gixties [see Suryanarayana and Geetha,
1994]. The data at current prices reveal that,
between 1961-62 and 1989-90, MPCTCE for the
rural poorer decile groups increased more than
nine times while that for the rural population as a
whole the increase was less, that is about eight
and a half times. As regards the urban poorest
decile group, MPCTCE registered a more than
ten-fold increase between 1961- 62 and 1989-90;
it was nearly a ten-fold increase for the second
and third poorest decile group and about nine and
a half times increase for the other two decile
groups and for the urban population as a whole.
As between rural and urban sectors, the increase
seems to have been higher for the urban than for
the rural decile groups. These databeingat current
prices, a more realistic picture can be obtained
only with appropriate deflation for temporal price
variations.

Our interest being in recovering information
about purchasing power of money incomes, price
indices based on retail prices will be appropriate.
In this context, one approach to price-adjust the
data on consumer expenditare could be to use
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CPIAL for the rural [sce Bhattacharya et al.,
1991] and a consumption expenditure weighted
average of CPIIW and CPINM, as done by
Minhas et al., [1987] for updating the urban
poverty lines, for the urban sector. The estimates
of MPCTCE at 1960-61 prices so obtained are
presented in Tables 5 and 6, respectively. These
estimates show that MPCTCE of the five decile
groups and also of the population as a whole in
rural India declined till 1966-67; it recovered to
the initial level only by 1977-78 but not for all
decile groups. For the poorest and fourth poorest
decile group, it was still below the initial year
level. All the rural decile groups considered here
experienced improvement in consumption at
constant prices only after 1977-78. A comparison
between MPCTCE levels in 1961-62 and 1989-
90shows the improvement, interms of percentage
increase, to be relatively more for the five poorer
decile groups than for the population as a whole.
As regards the urban sector, the trends are not as
perceptible as that for the rural. Broadly, except
for the poorest decile group, consumption
expenditure declined till 1965-66, recovered by
1970-71and improved thereafter. For the poorest
decile group, consumption did not dip at all below
the initial year level even though there were
fluctuations around a rising trend. The improve-
ment phase in the urban sector appears similar to
that of the rural but only the poorest three decile
groups fared better, in terms of the: percentage
increase in MPCTCE, than the population as a
whole. However, the picture about the differential
increases in consumer expenditure across decile
groups during the improvement phase obtained
for rural and urban India could be misleading as
the estimates (Tables 5 and 6) are based on
uniform deflation and do not account for the
differences in consumption baskets and changes
inrelative prices. Further, these price indices are
based on consumption patterns of only certain
occupational groupsof rural and urban population
and hence they cannot capture the consumer price
movements for the entire rural and urban pop-
ulation,

Ideally one should estimate decile group
specific deflators based on retail prices in order
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to account for changes in relative prices along
with inflation and their differential impact. But
such retail price data are readily available only
forthe period after 1970-71 and not for the earlier
years. In the absence of such information for the
1960s, we divide the period of analysis into two:
(i) 1960-61 to 1977-78 and (ii) 1977-78 10
1989-90. For the first period, the only available
option is to construct dccile group specific
dellators bascd on wholesale price relatives. As
already noted in the previous section, this is the
approach followed by many studiestillretail price
data became accessible. It has also been pointed
out [Radhakrishna andRavi, 1992] that the use of
wholesale price relatives may not alter the results
muchsince wholesale and retail price movements
are co-linear. Yet, this approach has the limitation
that it assumes uniform commodity-wise infla-
tion rates in both rural and urban India. Kecping
this limitation in mind, we make use of the
available decile group specilic deflators [Surya-
narayana, 1986] by rural and urban sectors so as
10 get some approximate picture about the
underlying distributional changes in real terms.
These indices have been estimated following the
Laspeyresrule based on ali-India wholesale price
indices (1961-62 as base) for 11 commodity
groups and the fractile group specific weighting
diagrams obtained from the NSS data from the
17th round for the period September 1961- July
1962. The eleven commodity groups are: (i)
cereals and cereal substitutes; (i) pulses and pulse
products; (iii) milk and milk products; (iv) fish,
eggs and meat; (v) edible oils; (vi) sugar; (vii)
fruits, vegetables and nuts; (viii) other food items;
(ix) clothing; (x) fuel and light; and (xi) other
non-food items.

The resultant estimates of monthly per capita
consumption at 1961 -62 prices for the five poorer
decile groups and also for the population as a
whole forrural and urban India are prescnted in
Tables 7 and &, respectively. It can be seen that
the MPCTCE of different rural decile groups
decreased during 1961-62 and 1967-68 and
recavered thereafier but did not reach the initial
level by 1977-78. This is consistent with the
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observed pattern of an increase in poverty pro-
portion during the first period and a decline
thercafter [Suryanarayana and Geetha, 1994]. A
comparison between MPCTCE levels in 1961-62
and 1977-78 shows consumer expenditure in
1977-78 to be lower than the initial level for rural
India. A similar picture of decline and recovery
in consumer expenditure is obtained for urban
India butthe recovery pace seemstobe faster than
that for rural India in that rcal consumption
crossed the initial level by 1972-73 for some
poorer groups. On the whole, these two sets of
estimates reveal a decline in consumption till
mid-1960s and a rccovery thereafter, though not
up to the base year level for all groups. This
finding thatthere wasno growth at all till 1977-78
would cast doubts on the economic validity of the
debates on the role of growth versus redistribution
in reducing poverty which includes the sub-
period 1972-73 to 1977-78 also {sce Kakwaniand
Subba Rao, 1990, 1991; Jain and Tendulkar,
1990; and Tendulkar and Jain, 1990].

As regards the second period, we estimate
Laspeyres decile group specific deflators based
on the representative rural and urban consumer
retail price indices by commodity groups at the
all-India level for 1970-71 to 1988-89 available
in.Jain and Minhas [1991], and Tendulkar and
Jain [1993]. These price indices are ‘representa-
live’, because unlike the CPIAL, CPIIW and
CPINM, which are based on the consumption
patierns for only certain sections of the rural and
urban population, they are based on the con-
sumption patterns of the entir¢ population of the
respective  sector.  Further, the all-India
comrodity group specific rural (urban) consumer
price indices are obtained as weighted averages
of stale-wise commodity group-specific rural
(urban) indices, the weights being state-wise
commodity group-specific aggregate consump-
tion expenditure of rural (urban) population in the
base year. We have made use of the dataavailable
for the following 13 broad commodity group
classifications for the rural sector. They are: (i)
cerealsand cereal substittes, (ii) pulses and pulse
products, (iii) fruits and vegetables, (iv) spices
andsalt, (v) edible oils and fats, (vi) milk and milk
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products, (vii) meat and fish, (viii) sugar and gur,
(ix) other food, (x) intoxicants, etc., (xi) fuel and
light, (xii) clothing, bedding and footwear and
(xii) other non-food. As regards the urban sector,
the price index for “other food” commodity group
includes ‘sugar and gur’ also and ‘othernon-food’
commodity group is broken up into the following
sub-groups: (a) housing, (b) medical care, ()
education and recreation, (d) transport and com-
munication, (e) personal care and effects, and (f)
other non-food. While estimating the decile
group-specific deflators for urban all-India, we
have treated all ‘other non-food’ sub-groups as a
single commodity group by taking a simple
arithmetic average of these sub-group price
indices. Since the: ‘other food’ group includes
‘sugar and gur’, the number of commodity groups
considered for the urban sector is 12. The decile
group specific weighting diagrams are obtained
from the NSS data from the 25th round for ihe
agricultural year July 1970-June 1971.

The estimates of MPCTCE at 1970-71 prices so
obtained are presented in Tables 9 and 10 forrural
and urban India, respectively. The estimates do
not show a sustained improvement in real con-
sumption expenditure. MPCTCE declined in
1972-73 and 1973-74 for some decile groups in
both rural and urban India. In rural India, a
comparison between 1970-71 and 1988-89
shows, the poorest three decile groups to have
experienced higher (in percentage terms)
increases in consumer expenditure than the whole
population. While the consumption expenditure
for the rural population as a whole increased by
18.88 per cent, it increased by 32.02 per cent for
the poorest and by 28.05 per cent for the second
poorest decile group. Asregards the urban sector,
the increases in MPCTCE at 1970-71 prices for
different decile groups seem to be broadly the
same,between 16.50and 20.25 per cent. Focusing
attention exclusively on the second period, itcan
be seen that the available data show total real
consumption expenditure increased for the poor

.as well as for the entire population from 1977-78.

MPCTCE at 1970-71 prices increased by about
seven per cent for the population as a whole in
both rural and urban India between 1977-78 and
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1988-89, with the rural poorest two decile groups
enjoying more than 20 per cent increase and the
urban poorest decile group, 16.59 per cent
increase. However, this cannot be taken to mark
1977-78 as the year when recovery started since
we have no information for the three years
between 1973-74 and 1977-78.

From the results discussed above, the following
features about the economic status of the poor and
the changes therein as a result of economic
development during the last forty years stand out.
Since the realization of development projects
takes time and serious efforts at development
were made only from the Second Five Year Plan
(1956-61) onwards, the estimates for the period
1961-62 to 1989-90 may be taken as measures of
the cumulative impact of development efforts on
the economic status, defined in terms of income/
consumer expenditure, of the poor. Our estimates
show that there was hardly any improvement in
the economic status of the poor till 1973-74. The
estimates of household consumption available for
the years from 1977-78 indicate relatively sub-
stantial improvement for the two poorest decile
groups in rural India and for the poorest decile
group in urban India. If so, this leads us to the
questions: How significant is this increase in
terms of its impact on the level of living of the
poor ? That is, how did the poor go about utilising
the increased income andconsumption ? Whatare
their policy implications ? Did it lead to an
increase in their cereal consumption level so that
income per se can be regarded as a major
instrument in poverty alleviation and reduction in
under-nourishment? Some of these issues are
examined in the following sections.

2.2 Physical Cereal Consumption: Size and
Composition

The estimates of poverty ratios based on the
food-energy-intake method are not really con-
ccrned with the measurement of malnourishment
and undernourishment but with the proportion of
the population incapable of attaining the specified
minimum living standard. Still itis important to
examinge the changes in real consumption levels
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so as to ascertain how far there has been an
improvement in real basic levels of living in
response to-income increase. This is also impor-
tant from a methodological perspective because
in spite of the refinements made by different
approaches, there are a number of statistical gaps,
as already seen in the first section, giving con-
siderable scope for wrong inferences. All these
factors emphasise the need for a careful analysis
of the consumption basket in quantity terms also,
wherever possible.

Inthis subsection an atiemptis made to examine
the consumption bundle in quantity terms for the
bottom five decile groups and also for the pop-
ulation as a whole for different years for which
data are available. To begin with, we examine the
changes in the cereal consumption basket. For,
the poverty line is based on the calorie norm and,
on an average, cereals account for more than 85
per cent of the calorie intake of the poorer
households particularly in the rural sector [see,
NSS Report No. 238, Vols. I & II and Bhatta-
charya et al., 1991, p. 53]. Further, cereals
constitute about 60 per cent of total consumption
expenditure for these groups and hence cereals
consumption can also be taken as an important
indicator of level of living.

The estimates of average quantity of cereals
consumed per person per 30 days separately for
the poorest five decile groups and the population
as a whole for the rural and urban sectors are
presented in Tables 11 and 12, respectively.
Decile group-wise estimates of cereal consump-
tion for rural India for NSS rounds up to the 13th
and for the 18th are taken from Bhattacharya et
al. [1991]. In order to ensure comparability
between our estimates and those form Bhatta-
charya et al. [1991], we have estimated decile
group-wise quantities of cereal consumption
following their procedure, that is, by linear
interpolation. And we have defined coarse cereals
to include jowar, bajra, maize, barley, small
millets, ragi and gram. The estimates of physical
cerealconsumption for the different decile groups
of the urban population are made by us using the
same procedure and definition of coarse cereals.
The NSSO provided estimates of quantities
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consumed measurcd in ‘scers’ up to the 17th
round. We, have converted them into kgs using a
conversion factor of ‘one seer = 0.9331 kg™ as
given in the NSS Rceport no: 184 on consumer
expenditure tables for the 17th round. During
most of the NSS rounds the monthly per capita
cereal consumption was between 8.71 kg and
11.42kg forthe poorest decile group and between
14.05kgand 18.06 kg for the population as whole
in rural India. During the Planning period as a
whole, from 1952 to 1989-90, the level of per
capita ccreal consumption in quantity terms did
not show any perceptible trend for any decile
group. Butatthe aggregate level there isa decline,
As regards the poorest decile group cercal con-
sumption registered an increase from 8.71 kg to
10.95 kg but marked by large fluctuations. Still
the terminal year level of cereal consumption is
below the subsistence requirement level - the
Indian Council of Medical Research (ICMR)
norm for minimum cereal consumption is 11.58
kg per month - and far below the cereal bundic
(15.46 kg per month) corresponding to the class
interval enclosing the poverty line for 1973-74.
In fact, for the rural population as a whole and for
the third and fourth poorest decile groups,
monthly per capita cereal consumption declined
sincetheearly 1960s,eventhough they have been
at levels below the poverty line cereal bundle, As
regards the urban sector, available data show that
the monthly per capita consumption of cereals
fluctuated between 8.42 kg and 10.03 kg for the
poorgst decile group and between 11.04 kg and
12.65 kg for the population as a whole. Cereal
consumption declined since 1958-59 for all the
urban poor sections considered here except the
poorest decile group. This decline has occurred
in spite of the fact that barring a couple of years
in the early sixties cereal consumption levels for
all the decile groups concerned and the urban
population as a whole have been below the ICMR
norm, The general picture, therefore, is one of
decline in cereal consumption in both the rural
and urban sectors. But one notéworthy factis that
in all years, cereal consumption increased with
‘income levels’ in the poorer half of the popula-
tion. What is intriguing here is the finding based
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on thc NSS data that per capita total cereal
consumption of the entire population, both in the
rural and urban areas, declined since the early
sixties, when per capita availability of total
cereals has actually increased as per the official
estimates. The per capita total cereal consumption
of the total population declined by 19.76 per cent
intherural areas and by 11.49 percent in the urban
arcas between 1960-61 and 1989-90. But, as per
the official estimates, the per capita daily avail-
ability of cereals hasincreased from 399.70 grams
10 432.60 grams, that is, by 8.23 per cent during
the same period [Government of India, 1992; p.
136].

What is noteworthy about the cereal con-
sumption basket is the change in its composition
in favour of superior cereals like rice and wheat
(see Tables 13 and 14), which is marked during
the second period, that is the period of increase in
rcal income of the poorer groups. For instance,
the average monthly per capita consumption of
rice increased from 2.59 kg to 5.27 kg between
1954-55 and 1989-90 for the rural poorest decile
group. Similar increases, though not of the same
magnitude, occurred for the second poorest and
third poorest decile groups also and not for the
middle ones in rural India. Accordingly, the
shares of rice in the cereal basket increased from
25.001048.10,32.301052.13 and 41.40 to 53.31
per cent, for the poorest three decile groups
respectively. Much more striking are the increase
in the share of wheat and the decrease in that of
coarse cereals, which were gradual until 1977-78,
but dramatic thereafter. For the rural poorest
decile group, monthly per capita wheat con-
sumption increased gradually from 210 grams in
1954-55101.57 kg in 1977-78 but sharply to 2.84
kg by 1983; the corresponding share in total cereal
consumption_of wheat increased from 2.00 to
16.10 ger cent and then to 27.41 per cent in the
same ycars. Coarse cereals consumption by the
rural poorest decile group declined gradually
from 7.57 kg per capita per month in 1954-55 to
4.44 kg in 1977-78 and then to 4.28 kg in 1983
and 2.82 kg in 1986-87; the corresponding coarse
cerecal shares in total cereal consumption
decreased from73.00 percent in 1954-551045.64
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per cent in 1977-78, 41.37 per cent in 1983 and
to 28.26 per cent in 1986-87. Similar changes
occurred for other poor decile groups too. The
urban sector too experienced similar changes in
the cereal consumption basket; but the patternand
magnitude of changes are not as striking as that
for the rural sector. Both in the rural and urban
sectors, the share of wheat in the cereal basket
increased and that of coarse cereals decreased.
Such changes in the composition of the con-
sumption basket seems to be partly in response to
changing tastes, changing relative prices and their
substitution effects on consumer choices, but
largely due to changing production and supply
conditions. Under the new agricultural growth
strategy, benefiting largely wheat and rice, crop
composition of foodgrains has changed consid-
erably in favour of superior cereals, Between
1960-61 and 1989-90 per capita daily availability
of rice increased from 201.10 grams to 212.60
grams (by 5.72 per cent), thatof wheat from 79.10
grams to 132.90 grams (by 68.02 per cent) while
that of other cereals decreascd from 119,50 grams
to 87.10 grams (by 27.12 per cent) [Government
of India, 1992; p. 136]. This provides some
explanation for the observed pattern of changes
in the composition of the cercal consumption
basket. Still the magnitude of the changes in
consumption of different cercal items is not
commensurate with that in the availability esti-
mates. As per the NSS estimates, the per capita
physical consumption of rice of the cntire
population declined between 1960-61 and
1990-91 by 12.94 per cent in the rural areas and
by 8.40 per cent in the urban arcas as against an
increase, between the same years, shown by the
estimates of rice availability. And, as per the NSS
estimates, the per capita physical consumption of
the entire rural population declined by 62.60 per
cent for coarse cereals butincreased by 52.60 per
cent for wheat between 1960-61 and 1985-90
(Table 13); the corresponding estimates for the
urban population are a decline of 65.67 per cent
for coarse cereals and an increase of 13.88 per
cent forwheat (Table 14). Such adecline incoarse
cereal availability along with changing produc-
tion conditions and rural labour markets seem to
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have accounted for some decline in total cereal
consumption of the rural poorer decile groups. For
instance, the rural poor subsistence farmers opted
for superior cereals in their consumption because
their prices are lower than the cost of production
of some coarse grains and the farmers had either
changed their cropping pattern or stopped grow-
ing foodgrains at all [Bhatia, 1988] while others
had to change their preferences because coarse
cercals are simply not available or not available
in required quantities®, That farmers have shifted
their cropping pattern out of coarse cereals can be
seen from the fact that while the rate of growth of
the area under superior cereals has been posttive
throughout, that under coarse cereals which was
0.90 per cent per annum during 1949-50 to
1964-65 became negative and was (-) 1.01 per
cent per annum during 1967-68 to 1987-88 [see
Techno Economic Research Institute, 1990; Pp.
394-395]. This meant increasing market depen-
dence of the poor for rice and wheat which must
have only been reinforced by the increasing
landlessness and casualisation of rural labour
(referred to in Section 1). Thus the reduced
availability of coarse cereals, which is essentially
grown for self-consumption by subsistence
farmers, must have affected that part of total
consumption which is met through market pur-
chases because of higher market retail prices of
superior ccreals and hence led to adecline in total
cereal consumption in the rural areas. It may be
noted that coarse cereals are less important and
the home-grown component is negligible in
consumption in the urban areas. This coupled
with better availability of cereals at reasonable
prices through the public distribution system
(PDS) must have accounted for the observed
smaller decline in total cereal consumption in the
urban areas than in rural. This is the all-India
picture which is an aggregated picture of pre-
dominantly rice growing states, predominantly
wheat growing states, jowar growing states, etc.,
which also reflects the variety in the predominant
cereal in the consumption pattern of different
states. It is quite possible that differences in the
rale of change in the poverty percentages of
different states produced differences in the cereal
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composition for the poor decile groups. Such a
study will involve a careful disaggregated state-
level analysis which is being carried out scpa-
rately. ,

The findings discussed above have both
methodological and policy implications. The
decline in total quantities of cereals consumed
even after improvements in total consumecr
expenditure at constant prices, that is in total
entitlement, implies that the decline was by
choice and not due to decreased total entitlement.
Therefore, a decline in per capita cereal con-
sumption by itself canriot be taken to indicate an
increase in poverty. Further, the decline in total
cercal consumption seems to be dictated by
changing production conditions and rural insti-
tutions involving increasing landlessness, casu-
alisation and market dependence of the poor. This
would imply that explaining fluctuations in
poverty is not a simple matter of relating quan-
tifiable variables but has to do more with pro-
duction conditions and institutional variables,
Methodologically the finding on changing
composition of cereal consumption basket would
imply that ideally trends in total consumer
expenditure should be examined with appropriate
price adjustments for changing relative pricesand
their substitution effects also. This can be done
by using decile group specific true cost of living
indices as deflators when relative prices change.
The true cost of living index is defined as the
relative cost of attaining the same reference
welfare level under two different price situations.
It is given by the ‘ratio of the minimum cost of
attaining the reference indifference curve under
comparison prices to thatof attaining it under base
year prices.” [Philips, 1983, p. 141]. The choice
of the true cost of living index as a deflator has
the advantage that it can account for the substi-
tution effects of relative price changes which the
conventional Laspeyres and Paasche indices
cannotcapture, Further, the ability of a household
to respond to changes in relative prices are con-
siderably influenced by demographic variables
which can only be taken into account by true cost
of living indices with appropriate specification of
the underlying cost functions.
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Further, such findings on changes in poverty
have to be combined with the information on
consumption choices of the poor in order to
choose the right set of policies for poverty alle-
viation. The is because from a policy point of
view, there is a cause for concern: Since in terms
of calorie and protein content, rice and wheat are
almost as good as coarse cereals, if not better®, the
near stagnation in cereal consumption would
imply continuing malnourishment of the poor. In
the context of ongoing economic reforms which
lay emphasis on efficiency and productivity
improvement, there is a clear cut case for choice
of right set of policies for reduction in poverty
and malnutrition after examining the problem
considering consumption choices also. This can
be highlighted with reference to the following
studies.

The ILO-ARTEP study [1993], based on the
estimates of Tendulkar et al., [1993], notes, in
particular, the decline in poverty in 1987-88 and
points out ‘the first point to note in the results is
that 1987-88 seems to represent a break from the
past. Earlier, a year of drought ora year following
adroughtalways showed anincreaseinthe degree
of social deprivation. However, the year 1987-88
came after a drought in 1986-87 and was itself a
drought year... important lessons to be learned
from the experience of 1987-88 about how much
canbeachieved through appropriate publicaction
in containing or reducing social deprivation in the
short run until the normal growth process elimi-
nates poverty more orless permanently in the long
run’ {ILO-ARTEP, 1993, p. 81]. Finally, the
study goes on to lay emphasis on poverty allevi-
ation programmes oriented towards employment
generation and asset creation and on viewing
public distribution of foodgrains ‘primarily as an
instrument of price stabilisation and notas an anti-
poverty programme.’ The Expert Group Report
[Perspective Planning Division, 1993] notes the
changing commodity composition of the con-
sumption basket from coarse to supefior cereals,
from cereals in general to non-cereal food items,
and from food as a whole to non-food items, and
cites the consequent increase in calorie costasthe
reason for the decline in average calorie intake in
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spite of income improvements. But, citing only
the findings on poverty reduction of the Expert
Group, Government of India points out ‘The
Expert Group estimates also confirm a steady
decline in the proportion of population living
below the poverty line. Yet a substantially high
proportion of people continue to be living below
the poverty line. This underscores the need for
rapid growth of output and employment coupled
with strengthening of the special programmes of
poverty alleviation and employment generation.
The problems of poverty has to be dealt in the
framework of the strategy of development laying
emphasis on those sectors whose growth makes
a significant impact on the income levels of the
underemployed’ [Government of India, 1994; p.
148).

In contrast, Radhakrishna [1991] notes that per
capita cereal consumption declined in rural India
and ‘fluctuated with no significant trend in urban
India” between 1970-71 and 1988-89 in spite of
amoderateimprovementin the income of the poor
and a decline in the relative prices of cereals.
Citing taste change and weakening link between
food production and entitlement, he calls for
direct public intervention in the form of public
distribution of food and supplementary feeding to
ensure adequate nutrition for the poor.

This issue of changing consumption patierns
needs a careful examination because the Expert
Group has not examined the changes in the real
consumption, neither size, nor composition. It is
important to do so because available estimates of
commodity group specific price indices [Jain and
Minhas, 1991 and Tendulkar and Jain, 1993]
show that the annual rate of price increase after
mid-1970s was one of the least for those of cereals
bothinthe rural and urban sectors. If so, this leads
1o questions like: How real has been the growth
in consumption and changes in its composition in
terms of cereals versus non-ccreals. Docs the
obscrved increase in aggregate real consumption
along with a stagnant physical cereal consump-
tion have any policy implications particularly
with respect to measures for poverty allcviation?
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Does it emphasise the need for direct nutrition-
intervention programmes ? The following section
addresses some of these issues.

2.3. Changes in Commodity Composition of
Consumption

In order to verify how far the observed changes
in consumption pattemns (measured in terms of
data at current prices) are due to changes in
relative prices, we measure commodity-wise
monthly per capita consumer expenditures at
currentas well as atconstant prices. The estimates
of commodity groupwise expenditures at con-
stant (1970-71) prices are obtained using the
representative rural and urban consumer price
indices by commodity groups, referred to in
Section 2.1, at the all-India level for 1970-71 to
1988-89 available in Jainand Minhas{1991], and
Tendulkar and Jain {1993].

Such estimates of commodity-wise consumer
expenditures and expenditure proportions at
current and at 1970-71 prices are presented in
Tables 15 and 16 for the rural sector. It may be
noted that the total expenditure obtained by
adding up the commodity group-wise expendi-
ture at 1970-71 prices in Table 15 are not equal
to the MPCTCE at 1970-71 prices presented in
Table 9. This is because the procedure for the
former estimates is equivalent to using a current
year weighted deflator (Paasche price index)
while the latter estimates are obtained using base
year weighted deflator (Laspeyres price index). It
can be seen that much of the observed changes in
consumption patterns based on data at current
prices are due to changing relative prices. The
proportion of consumption expenditure of the
rural poorest decile group on cereals decreased
from 61.73 per cent in 1972-73 10 42.50 per cent
in 1988-89; a difference of 19.23 points. When
the same is examined at constant prices, the
decline is much less, that is from 59.47 per cent
in 1972-73 to 51.16 per cent in 1988-89; a
difference of only 8.31 points (Table 16). Thus,
changing relative prices have exaggerated the
observed decline in the proportion of consumer
expenditure on cercals. The commodity groups
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for which expenditure proportions both atcurrent
and constant prices registered some increase
are (a) milk and milk products, (b) edible oils,
(c) fruits, vegetables and nuts, (d) sugar, and
(e) durables and miscellaneous goods and ser-
vices. The rural poorest decile group experienced
an increase in the consumption of all these
commodity groups, including cereals, during the
period of increase in rcal income. For commodity
groups like (a) micat, fish and eggs, (b) pan,
tobaccoand intoxicants,{c) clothing and footwear
and (d) fuel and light, consumption shares at
current prices increased but at constant prices
decreascd. Per capita monthly consumer expen-
ditureat constant prices on these items by the rural
poorest decile group actually fluctuated around a
stationary level. In sum, what seems to have
happened is that the poor have gone in for quality
and variety in their consumption basket. For
instance, for the poorest decile group total con-
sumption at constant prices increased by 27.68
per cent between 1977-78 and 1988-89. The
commodities which largely accounted for this
increase are (i) cereals and cercal substitutes (6.82
per cent), (ii) fruits, vegetables and nuts (4.92 per
cent) (iii) durables and miscellaneous goods and
services (3.25 per cent) followed by (iv) edible
oils (2.93 per cent), (v) beverages and refresh-
ments (2.30 per cent), (vi) milk and milk products
(1.76 per cent), (viii) pan, tobacco and intoxicants
(1.72 per cent), (ix) fuel and light (1.37 per cent),
(x) pulses (1.32 per cent) and (xi) sugar (1.04 per
cent) (Table 15). For items like (a) salt and spice,
(b) meat, fish and eggs and (c) clothing and
footwear, therc was virtually no increase in con-
sumer expenditure. A similar picture is obtained
for other decile groups and aiso for the entire
population in the rural sector but with a differ-
ence: Cereal consumer expenditure declined for
all the decile groups except the poorest two, As
regards the rural population as a whole, - total
consumption increased by 599 per cent. The
commodities which accounted for this increase
are (i) fruits and vegetables (3.31 per cent) fol-
lowed by (ii) beverages and refreshments (2.07
per cent), (iii) edible oils (1.40 per cent) and (iv)
milk and milk products (1.25 per cent).
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The estimates of commodity-wise consumer
expenditures and expenditure proportions at
current and at 1970-71 prices for the urban sector
are presented in Tables 17 and 18, respectively.
They reveal a picture which is similar to that for
the rural sector. While the proportion of expen-
diture on cereals at current prices by the poorest
decile group decreased from 49.01 per cent in
1970-711033.98 per cent in 1988-89 involving a
difference of 15.97 points, that at constant prices
also declined but from 49.01 per centin 1970-71
t0 39.72 per cent in 1988-89 with a difference of
9.29 points, Total consumption at constant prices
increased by 14,12 per cent for this decile group
during the second period. This was largely
accounted for by (i) durables and miscellancous
goods and services whose consumption increased
by 4.16 per cent followed by (i) milk and milk
products (2.56 per cent), (iii) edible oils (2.51 per
cent) and (iv) fruits, vegetables and nuts (1.45 per
cent). These four commodity groups accounted
for bulk of the increases in total real consumption
for other decile groups and also for the whole
urban population.

Thus the broad picture that emerges from the
preceding analysis is that real income/consump-
tion of the poor started increasing only after
1977-78. With the increase in real inconfe, the
poor seem to have gone in for a diversified
consumption basket rather than a narrow one
consisting only of basic food items like cereals
providing sufficient calories. This is very much
reflected in the profile of their consumption
basket. For instance, from Tables 15 and 16, it
can be seen that with increase in income, there
was areallocation of budget shares: Share of total
food in MPCTCE of the rural poorest decile group
declined from 83.05 percentto 79.93 percent and
that of non-food increased frorm 16,95 per centto
20.07 per cent between 1977-78 and 1988-89.
Within the food group, there was a reallocation
involving adecline in cereal shares and increases
in the shares of milk and milk products, edible
oils and fruits, vegetables and nuts, and durables
and services. Among the non-food items, dura-
bles and miscellaneous goods and services
increased their share. This feature is perceptible
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for other poor decile groups also in both rural and
urban sectors [ Tables 16 and 18].

The estimates of changes in composition of
consumption baskets should be taken as approx-
imate since we have made price adjustmentsusing
only retail price indices. We have not
price-adjusted the data for dual valuation of
consumption which is likely to be serious for the
cereals group in the rural sector in the 1970s with
anincrease in the market dependence of the poor.
Therefore, we examine, 1o the extent data avail-
ability permits, the actual changes in the con-
sumption basket of the different poorer decile
groups. This can be seen from Tables 19 and 20
which provide estimates of quantities consumed
for the decile groups concerned for rural and
urban India, respectively, from the available
published tables for the years 1961-62 and
1987-88. It may be noted that even though
1987-88 was a drought year, the poorest three
decile groups in both rural and urban areas
experienced an increase in real MPCTCE and
physical cereal consumption. Therefore, the
comparison atleast for these three groups will still
be useful and may not be mislcading. The tables
cover food items which accounted for 80 per cent
of the total food expenditure of the rural pop-
ulation and 70 per cent, of the urban population
in 1987-88. For the rural poorest decile group, for
instance, the actual improvement was only in
terms of larger consumption of wheat and items
like milk, fruits and vegetables, and sugar. But
total cercal consumption was still below the
normative level. Both milk consumption at 0.46
litres per capita per month and that of pulses at

0.46 kg were below the ICMR norms® of 3 litres’

per month formilk and 0.5k g per month for pulses
(Table 19). A similar picture holds good for the
urban poorest decile group. For this group, actual
improvement in consumption was in terms of
larger consumption of rice, wheat, milk, eggs,
fruits, vegetables and sugar. But, monthly per
capita pulse consumption declined from 0.73 kg
to 0.51 kg and so is the case with gur which
declined form 0.17 kg to 0.08 kg. Available
evidence [NSSO, 1989] does not show any
improvement in calori¢ intake between 1972-73
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and 1983. The average per capila intake of calorie
per diem of the rural Indian population was 2,266
in 1972-73 and 2,221 in 1983. The corresponding
estimates forurban Indiaare2,107in1972-73 and
2,089 in 1983. The average intake of calorie,
protein and fat per consumer unit per diem was
found to be 2,781 calorie, 78 gms and 34 gms in
rural India and 2,574 calorie, 70 gms and 46 gms
in urban India in 1983. Thus the calorie intake in
urban India was even lower than the minimum
requircment of 2,700 calories per diem per con-
sumer unit and the levels of protein and fat
consumption were higher than the minimum
required level in both rural and urban areas
[NSSO, 1989, p. 29]. Table 21 provides decile
groupwise estimates of calorie, protein and fat
intake per capita per diem in the year 1983 for
ruraland urban India. Itcan be seen that the calorie
intakes of all the poorer decile groups were below
the ICMR recommended daily intake of 2,150
calories and the norms, 2,400 for rural India and
2,100 for urban India, considered by the Task
Force [Perspective Planning Division, 1979]. The
picture obtained in the discussions above is
consistent with the explanation provided by
Behraman, Deolalikar and Wolfe [1988] that at
low income levels when an effective nutrient
constraint- below which no one can survive- is
binding, calories are obtained largely from low
cost sources. With increases in incomes, the
additional incomes are used to buy food variety
involving multiple sources to meet the calorie
requirements.

What are the policy implications ? The con-
tinuing dominance of food in household budgets
implies that food security should be the primary
focus of policies concerned with the welfare of
the poor. This gets all the more emphasised when
we note that the actual increases in consumption
of food items during the last forty years are
marginal. The findings on changing composition
of consumption baskets discussed above would
imply that the poor’s food choices in response to
income increases are concerned more with com-
modity characteristics than with their nutrition
content. If so, then income growth per se willnot
solve the problem of malnutrition; instead
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instruments that will also influence the com-
modity composition of consumption of the poor
should be resorted to. In the context of the current
dcbate on choice of the right sct of policy
instruments for protecting thc poor during the
structural adjustment programme, options like
raising the incomes of the poor by employment
programmes or by mcans of food stamps are
mentioned. If the economic reform programme
which is concerned so much with cfficiency in
resource use, has as its aim increase in labour
efficiency, then raising income by itself will not
be enough. Poverty alleviation should not be
treated as an end in itself; it should also be treated
as an instrument for improving cfficiency, hence
productivity and growth. Given the findings that
the poor are much more responsive to prices
[Suryanarayana, 1995b], the findings on food
compositional changes in response to income
increases discussed above would imply the need
for suitable price policy measure and public
intervention like the PDS so as to ensure adequate
nutrition to the poor.

3. CONCLUSION

That measurement matters as much as concept
and theory is well known. When it comes to the
studies on poverty, beginning with Sen’s seminal
contribution, the concept of poverty has been
improved substantially culminating in the P,

poverty measure which meets almost all the
desirable theoretical requirements. However,
when it comes to measurement, even a simple
measure like the headcount ratio meets with great
practical difficulties. The present paper has
examined some of these issues and their conse-
quences.

With the fundamental questions about data
base, price indices and weighting diagrams raised
and answered by Minhas, Jain, Tendulkar and
colleagues, substantial improvements have been
made inestimating the headcount ratio. Still there
seems 1o be some scope for improvement. While
estimating the nccessary price indices, these
studies have not taken into -account the NSS
method of dala valuation and the implications of
a changing institutional structure for thc NSS
estimates of consumption in value terms and
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hence the poverty estimates based on such data
scts. As regards the theoretically satisfactory,
distributionally sensitive poverty measures, some
attempts have been made to estimate them butnot
by appropriately price-adjusting for dual valua-
tion of NSS dataand the differential distributional
impact of inflation. Ideally such studies should
account not only for the dual valuation of NSS
data and the differential distributional impacts of
inflation but also for the differential consumer
responses to and substitution effects of changes
in relative prices. Given the constraints on data
availability to develop a satisfactory method to
account for all these problems, the present paper
has attempted to examine the underlying changes
by a direct examination of the consumption pro-
file of the poorer decile groups in rural and urban
India. The study hasexamined the changes in total
consumer expenditures of the poorer decile
groups using Laspeyres fractile group specific
deflators. To this extent the attempt is not com-
pleteinthat itdoes notaccount for the substitution
effects of price changes. Instead, the study has
cxamined the changes in cereal consumption,
both size and composition, in physical terms and
changes in consumption patterns at constant
prices.

The results of the present exercise show thatreal
incomes of the poorer sections decreased till
1967-68 and recovered thereafter. There was
virtually no improvement in the economic status
of the poor till mid-seventies. Real consumption
improved only from 1977-78. Yet cereal con-
sumption by all the decile groups remained either
stagnant or declined till 1989-90 in both the rural
and urban sectors. This was not due to any drastic
change in consumption patterns in favour of
non-cereal items. What seem to have happened is
that even the cereal consumption basket under-
wentacompositional change infavour of superior
cereals like rice and wheat largely duetoa decline
in coarsc cereal availability. This, coupled with
increasing landlessness and casualisation of rural
labour market, must have increased their market
dependence and adversely affected that part of
their consumption through market purchases and
hence total cercal consumption in the riiral sector.
Theextentof decline isrelatively lessin the urban
sector, perhaps due to regular availability of
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foodgrains through the PDS which wasrelatively
urban oriented till recently. The increases in the
consumption of the non-cereal food items are only
marginal in both the sectors. With improvement
in entitlement, the poor have gone in for quality
and variety in their consumption basket dictated
by choice and availability. In the process, their
dependence only on low cost sources to meet the
subsistence calorie requirements has got shifted
to multiple sources. Therefore, a mere decline in
cereal quantity consumed cannot be taken to
indicate worsening poverty, Instead, such a
behaviour on the part of the poor calls for poverty
alleviation policies which would also enlighten
and influence the poor’s consumption choices
from a nutrition point of view. Such a strategy for
poverty alleviation, by promoting nutritional
intake, health and hence, labour efficiency, will
align well with the economic policy reforms for
economic efficiency, productivity and growth.

NOTES

1. Inthis paper, the term ‘level of living’ is used in a narrow
sense covering the private consumption as defined by the NSS.
It does not include State provided social services which are
also important; but for want of time series and distributional
data they are not considered in this paper.

2. The Expert Group Report, in a footnote to the text on
page 33, states that the Fisher's urban cost of living to capture
inter-siate price differentials with respect to ali-India urban
for 1960-61 are taken from Minhas, B.S., L.R. Jain, S.M.
Kansal and M.R. Saluja [1988]. This study contains no such
eslimates but only urban cost of living indices for different
states and all-India for the years 1972-73, 1973-74, 1977-78
and 1983. And in the Table AIV.10 on page 77, the Report
cites Minhas, Kansal & Jain as the source without mentioning
the study and year. And a footnote on page 67 cites Minhas,
B.S. Kansal and L.R. Jain [1989] as the source.

3. In a personal communication to the author, N. Krishnaji
pointsout thatsupply sidefactorsaremore important. He gives
an example: ‘In Guntur district, following cenain irrigation

programmes, inferior cereal production has gradually disap-

peared...this has happened in many other formerly dry areas
(where the poor normally consume inferior cereals); also that
traditionally there is no across-the-district-border trade in
inferior cereals. In Guniur, nobody eats Jowar or Ragi any
more simply because it is not available (and rice is available
at a price lower than what inferior cereals, if imported, will
cost - and in any case, who will import and sell in the
villages?)'.

4. As per the NSSO (1976) Report No 238 the calorie and
protein content per kg. of different cereals are as follows:
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Cereals Unit No of Protein

calories per unit

per unit (in gm. 0.0)
Rice and its products Kg. 3,400 75.0
‘Wheat and its products Kg. 3,460 118.0
Jowar and its products Kg. 3,490 14.0
Bajra and its products Kg. 3,032 97.4
Maize and its products Kg. 3420 111.0
Ragi and its products Kg. 3,280 73.0
Barley and its products Kg. 3,360 115.0
Small millets and its prod-  Kg. 2,615 97.2
ucts
Gram and its products Kg. 3,600 171.0

5. These ICMR recommended norms are taken from Gupta
[1987] cited in Techno Economic Research Institute [1992)].

ABBREVIATIONS

NSSO National Sample Survey Organisation

NSS National Sample Survey

CSO Central Statistical Organisation

CPIAL Consumer Price Index for Agricultural
Labourers

CPIIW Consumer Price Index for Industrial Workers,

CPINM Consumer Price Index of Non-Manual
Employees

MPCTCE Monthly Per Capita Total Consumer Expen-
diture

ICMR Indian Council of Medical Research

PDS Public Distribution System

ILO . International Labour Organisation

ARTEP Asian Regional Teamn for Employment Pro-
motion
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TABLE 1. ESTIMATES OF POVERTY BY DIFFERENT METHODS: ALL INDIA

Planning Commission

All India Rural

All India Urban

All India Combined

Year Percentage Number Percentage Number Percentage Number
) (million) (million) (million)
1972-73 54.10 24422 41.20 47.33 51.50 291.55
1977-78 -51.20 253.10 38.20 53.70 4830 306.80
1983-84 40.40 221.50 28.10 49.50 3740 271.10
1987-88 33.40 19597 20.10 41.70 29.90 237.67
Minhas, Jain and Tendulkar (1991)
1970-71 58.75 25794 46.17 50.37 5625 308.32
1983 50.77 276.83 39.74 69.18 48.11 346.01
1987-88 48.69 283.66 31.76 71.50 4585 361.16
Tendulkar, Sundaram and Jain (1993)

1970-71 57.33 45.49

1972-73 57.21 47.40

197374 56.17 49.20

1977-78 54.47 4297

1983 49.02 38.33

1986-87 45.21 3539

1987-88 44.88 36.52

1988-89 42.23 35.07

Expert Group (1993)

1973-74 56.44 261.29 49.23 60.31 54.93 321.60
1977-78 53.07 264,25 47.40 67.74 51.81 331.99
1983 45.61 251.72 42.15 75.29 44.76 32701
1987-88 39.06 229.40 40.12 83.35 39.34 31275

Source: (1) Minhas ez al., {1991].
(2) Perspective Planning Division [1593].
(3) Tendulkar et al,, {1993].
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TABLE 2. ESTIMATES OF MEASURES OF PREVALENCE, DEPTH AND SEVERITY OF POVERTY

All-India Rural All-India Urban
Year Headcount - Poverty Sen P, Headcount  Poverty Sen P,
Ratio Gap Index Measure Ratio Gap Index Measure
Index Index
1970-71 57.33 0.1757 0.2360 0.0731 45.89 0.1339 0.1803 0.0532
1972-73 - 5721 0.1793 0.2393 0.0754 47.40 0.1357 0.1821 0.0532
1973-74 56.17 0.1675 0.2239 0.0672 49.20 0.1388 0.1864 0.0531
1977-78 54.47 0.1659 0.2228 0.0688 42.97 0.1216 0.1653 0.0481
1983 49.02 0.1386 0.1882 0.0545 38.33 0.0995 0.1362 0.0366
1986-87 45.21 0.1221 0.1657 0.0460 35.39 0.0948 0.1289 0.0354
1987-88 44.88 0.1126 0.1546 0.0404 36.52 0.0934 0.1278 0.0338
1988-89 42.23 0.1020 0.1402 0.0354 35.07 0.0891 0.1218 0.0319
Decrease 26.34 41.95 40.59 5157 23.58 33.46 3245 40.04

(percent) in
1988-89 over
1970-71

Source: Estimates of different poverty measures are from Tendulkar et al. [1993].

TABLE 3. ESTIMATES OF PER CAPITA TOTAL CONSUMER EXPENDITURE BY SELECT DECILE GROUP: ALL INDIA RURAL

(Rs per month at current prices)

Decile :

Group 0-10 10-20 20-30 30-40 40-50 0-100
1961-62 8.24 10.65 12.95 14.95 16.38 21.73
1963-64 8.73 1145 13.71 15.97 17.43 22.37
1964-65 10.03 13.62 16.55 19.01 21.15 26.44
1965-66 10.57 14,97 17.38 19.68 22.52 28.40
1966-67 1122 1591 18.88 21.91 25.18 30.90
1967-68 12.39 17.64 20.88 2391 26.95 33.40
1968-69 12.09 17.08 ) 19.97 23.14 25.93 33.29
1969-70 13.09 1839 21.51 24.43 27.55 34.70
1970-71 13.81 18.61 21.89 25.60 29.34 35.31
1972-73 16.26 22.70 26.90 30.86 35.56 44.17
1973-74 2133 2929 3427/ . 38.38 43,37 53.01
1977-78 2391 33.88 40.83 44.98 52.01 69.01
1983 42.66 58.85 70.00 77.46 90.40 112.68
1986-87 5442 74.64 85.24 98.78 - 112.16 141.44
1987-88 6328 8226 98.71 109.86 122.59 158.10
1988-89 71.58 94,83 108.98 122.36 136.93 175.10
1989-90 78.00 104.56 12047 135.32 149.18 189.46

TABLE 4. ESTIMATES OF PER CAPITA TOTAL CONSUMER EXPENDITURE BY SELECT DECILE GROUPS: ALL INDIA URBAN
(Rs per month at current prices)

Decije Group 0-10 10-20 20-30 30-40 40-50 0-100
1961-62 9.36 13.64 16.48 19.50 22.06 30.86
1963-64 10.71 14.90 17.27 2020 23.14 32.96
1964-65 12.03 16.32 19.46 2248 25.98 36.03
1965-66 12.68 1723 20.12 23.49 26.53 36.35
1966-67 14.04 19.19 23.22 26.54 3091 41.54
1967-68 15.24 2120 25.14 29.00 32.05 44,82
1968-69 15.75 2136 25.55 30.11 34.30 46.04
1969-70 16.73 23.13 27.36 31.09 37.74 50.39
1970-71 17.92 24.63 29.70 3372 38.47 52.85
1972-73 21.90 29.90 36.11 38.39 48.51 63.33
1973-74 27.15 36.64 41.00 4891 53.42 70.77
1977-78 32.18 45.67 - 54.75 62,70 71.64 100.00
1983 58.14 79.64 94.57 11448 121.91 170.46
1986-87 75.56 105.73 123.19 146,78 178.44 236.35
1987-88 85.04 11523 135.00 154.02 178.79 249.93
1988-89 91.89 123.79 147.56 17093 197.16 266.85

1989-90 102.05 135.84 161.77 188.65 214.15 298.00
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(Rs per month at 1960-61 prices)

Decile Group 0-10 10-20 20-30 30-40 40-50 0-100
1961-62 8.00 10.34 12.57 14.51 15.90 21.10
1963-64 739 9.70 11.62 13.53 14.77 18.96
1964-65 7.06 9.59 11.65 13.39 14.89 18.62
1965-66 6.82 9.66 11.21 12.70 14.53 18.32
1966-67 5.90 8.37 9.94 11.53 13.25 16.26
1967-68 6.01 8.56 10.14 11.61 13.08 1621
1968-69 6.53 923 10.79 12.51 14.02 17.99
1969-70 6.78 9.53 11.15 12.66 14.27 17.98
1970-71 7.19 9.69 11.40 13.33° 15.28 18.39
1972-73 6.79 9.58 11.25 12.66 14,33 17.98
1973-74 7.41 10.25 11.97 13.42 15.14 1853
1977-78 7.37 10.49 12.64 13.93 16.07 2133
1983 835 11.52 13.70 15.16 17.69 22.05
1986-87 9.42 12.91 14.75 17.09 19.40 24.47
1987-88 9.74 12.96 15.19 16.90 18.86 24.32
1988-89 9.89 13.10 15.05 16.90 18.91 24.19
1989-90 1037 13.90 16.02 17.99 19.84 25.19
TABLE 6. ESTIMATES OF PER CAPITA TOTAL CONSUMER EXPENDITURE BY
UNIFORM DEFLATION WiTH CPIAL: ALL INDIA URBAN
(Rs per month at 1960-61 prices)
Decile Group 0-10 10-20 20-30 3040 40-50 0-100
1961-62 9.00 13.12 15.85 18.75 21.21 29.67
1963-64 9.48 13.19 15.28 17.88 20.48 29.17
1964-65 9.55 12.95 15.44 17.84 20.62 28.60
1965-66 9.39 12.76 14.90 17.40 19.65 2693
1966-67 936 1279 15.48 17.69 20.61 27.69
1967-68 924 12.85 15.24 17.58 19.42 27.16
1968-69 9.48 12.87 15.39 18.14 20.66 2173
1969-70 978 13.53 16.00 18.18 22.07 29.47
1970-71 10.01 13.76 16.59 18.84 21.49 29.53
1972.73 11.00 15.07 18.23 19.38 24.50 31.98
1973.74 1169 15.78 17.67 21.09 23.01 30.51
197778 10.30 14.60 17.48 19.95 22.71 31.32
1983 11.63 15.93 18.91 2290 24.38 34.09
1986-87 11.88 16.62 19.37 23.08 28.06 37.16
1987-88 12,40 16.80 19.68 22.45 26.06 36.43
1988-89 12.28 16.54 19.71 22.84 26.34 35.65
1989-90 12.82 17.07 20.33 2370 26.91 37.44
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TABLE 7. ESTIMATES OF PER CAPITA TOTAL CONSUMER EXPENDITURE BY DECILE GROUP
SPECIFIC DEFLATION: ALLINDIA RURAL
(Rs per month at 1961-62 prices)

Decile Group 0-10 10-20 2030 30-40 40-50 0-100
1961-62 824 10.65 12.95 1495 1638 2173
1963-64 781 10.26 12.30 1434 15.68 2031
1964-65 761 10.35 12.62 14.54 1627 2088
1965-66 747 10.61 1235 14.00 16.12 20.84
1966-67 6.80 9.68 1153 13.43 15.58 19.79
1967-68 646 9.23 10.99 12.67 14.46 18.80
'1968-69 667 9.47 111 1294 14.64 19.49
1969-70 691 9.75 11.45 13.07 14.89 19.73
1970-71 7.19 9.73 1146 13.44 15.54 1930
197273 134 10.38 12.22 13.79 1574 2058
1973-74 8.10 11.23 13.15 1474 16.81 2151
1977-78 7.08 10.10 12.18 13.47 15.62 21.40

TABLE 8. ESTIMATES OF PER CAPITA TOTAL CONSUMER EXPENDITURE BY DECILE GROUP
SPECIFIC DEFLATION: ALLINDIA URBAN
(Rs per month at 1961-62 prices)

Decile Group 0-10 10-20 20-30 30-40 40-50 0-100
1961-62 9.36 13.64 16.48 19.50 22.06 3086
1963-64 9.63 13.46 15.66 . 1829 21.00 30.24
1964-65 9.26 12.71 15.28 17.70 20.59 2951
1965-66 9.09 12.48 14.68 17.18 19.52 2767
1966-67 8.67 12.03 1470 16.92 19.86 2794
1967-68 8.19 11.64 14.03 1630 1823 2714
1968-69 8.91 12.24 14.84 17.57 20.20 2858
1969-70 9.03 12.63 15.09 17.31 21.15 2975
1970-71 9.48 1313 1594 1826 2092 30.14
1972-73 10.24 14.20 17.41 18.57 2372 3296
1973-74 10.55 - 1442 16.31 19.58 21.55 30.60
197718 9.43 13.47 1615 1857 21.22 3047

TABLE 9. ESTIMATES OF PER CAPITA TOTAL CONSUMER EXPENDITURE BY DECILE GROUP
SPECIFIC DEFLATION; ALL INDIA RURAL
(Rs per month at 1970-71 prices)

Decile Group 0-10 10-20 20-30 30-40 40-50 0-100

1970-71 13.81 18.61 21.89 25.60 29.34 35.31
1972-73 13.30 18.56 2201 2526 29.13 36.31
1973-74 14.15 19.48 2284 25.62 29.04 3578
1977-78 13.96 19.65 23.63 2591 29.80 39.12
1983 1530 21.03 2499 2758 32.06 39.61
1986-87 16.87 2282 25.92 29.79 33.40 41.03
1987-88 17.66 23.14 2694 2973 3273 41.15

1988-89 1823 23.83 2722 - 3035 : 33.57 41.98
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TABLE 10. ESTIMATES OF PER CAPITA TOTAL CONSUMER EXPENDITURE BY DECILE GROUP
SPECIFIC DEFLATION: ALL INDIA URBAN
(Rs per month at 1970-71 prices)

Decile Group 0-10 10-20 20-30 30-40 40-50 0-100
1970-71 17.92 2463 29.70 3372 3847 52.85
1972-73 17.80 24.38 29.53 31.50 3996 53.18
1973-74 18.46 25.05 28.14 337 37.00 5028
1977-78 18.47 26.16 3131 35.84 4097 57.64
1983 20.34 27.86 33.11 40.13 42.80 60.61
1986-87 21.29 29.47 34.17 4052 49.03 6438
1987-88 22.11 29.59 34.45 39.09 45.14 6259
1988-89 21.54 28.79 34.21 39.52 4547 61.62

TABLE 11. MONTHLY PER CAPITA TOTAL CEREAL CONSUMPTION (KG.) BY SELECT IDECILE GROUPS: ALL-INDIA RURAL

NSS Round NSS Survey Period 0-10 10-20 20-30 30-40 40-50 0-100
4 April-Sept. 1952 871 12.51 13.68 15.58 16.75 17.27
5 Dec. 1952-March 1953 9.72 1228 14.30 17.05 18.31 18.06

4&5 April 1952-March 1953 928 12.39 14.14 16.25 17.85 17.64
7 Oct. 1953-March 1954 1110 13.84 14.06 14.74 16.07 16.88
8 July 1954-March 1955 1037 12.79 1425 17.21 16.80 1681
9 May-Nov. 1955 1137 13.19 15.64 17.40 16.95 17.78

8&9 July 1954-Nov. 1955 10.50 12.80 1521 16,72 16.97 17.15
12 March-Aug. 1957 842 11.50 12.76 14.44 15.57 16.15
i3 Sept. 1957-May 1958 925 12.61 14.29 14.67 15.73 16.65
14 July 1958-June 1959 9.08 12.58 13.77 15.39 16.94 17.33
15 July 1959-June 1960 10.18 12,62 14.28 15.22 16.89 17.38
16 July 1960-Aug. 1961 1022 12.91 15.01 16.74 17.13 1751
17 Sept. 1961-July 1962 11.42 1331 - 14.88 15.64 15.83 1755
18 Feb. 1963-Jan, 1964 1118 14.13 13.83 16.25 16.53 1754
19 July 1964-June 1965 9.54 12.15 14.09 15.07 16.33 16,66
27 Oct. 1972-Sept. 1973 9.08 12.03 13.32 14.35 15.15 1546
28 Oct. 1973-June 1974 9.50 12.22 13.30 14.08 15.09 1521
32 July 1977-June 1978 9.72 12.46 13.68 14.27 15.20 1540
38 January-December 1983 10.35 12.45 13.38 13.94 14.78 1490
42 July 1986-June 1987 9.96 12.08 12.90 13,68 14.16 1440
43 July 1987-June 1988 10.78 12.63 13.46 13.95 14.41 14.54
44 July 1988-June 1989 10.97 12.70 13.46 1398 14.41 14,62
45 July 1989-June 1990 10.95 12.35 13.28 1330 13.98 14.05

Source: Estimates up to the 13th round and for the 18th round are from Bhattacharya et al. [1991] and for the remaining rounds are
made by the Author.

TABLE 12. MONTHL.Y PER CAPITA TOTAL CEREAL CONSUMPTION (KG) BY SELECT DECILE GROUPS: ALL-INDIA URBAN

NSS Round  NSS Survey Period 0-10 10-20 20-30 3040 40-50 0-100
14 July 1958-June 1959 9.84 1140 12.16 1245 13.30 12.65
15 July 1959-June 1960 9.30 10.88 11.19 11.69 12.58 1227
16 July 1960-August 1961 9.77 10.70 1135 1193 12.84 12,53
17 Sept. 1961-July 1962 9.12 1127 11.69 1238 12.85 12.50
19 July 1964~ June 1965 8.42 10.51 11.13 1193 12.19 11.78
27 Qct. 1972-Sept. 1973 8.75 10.52 11.23 1146 11.84 1132
28 Oct. 1973-June 1974 8.87 10.53 10.93 1142 11.68 1137
32 July 1977-June 1978 " 8.86 10.86 11.40 11.81 11.07 172
33 Jan. Dec. 1983 9.19 1046 10.98 1134 11.49 11.38
42 July 1986-June 1987 9.15 1048 10.74 10.83 11.48 11.04
43 July 1987-June 1988 9.75 10.87 11.15 1137 11.46 1125
44 July 1988-June 1989 © 9.67 10.62 11.04 1126 1143 11.27
45 July 1989-June 1990 10.03 1079 . 1L13 1154 11.43 11.09

Source: Author's estimates based on various NSS reports.
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TABLE 13: MONT1LY PER CAPITA CONSUMPTION (KG) OF CEREALS BY SELECT DECILE GROUPS: ALLINDIA RURAL
Decile Group 0-10 10-20 20-30

NSS Survey Period Ricc  Whecat Coarse  Rice  Wheat Coarse Rice  Wheat Coarse

Round Cereals Cereals Cereals
8 July 1954-March 1955 2.59 0.21 7.57 4.13 0.48 8.18 5.90 0.35 8.00
9 May-Nov. 1955 2.65 0.43 8.29 3.55 091 8.73 5.06 0.99 9.59
13 Sept. 1957-May 1958 3.04 0.38 5.83 4.32 0.80 7.49 5.66 1.11 752
14 July 1958-June 1959 372 035 5.01 4.82 0.93 6.82 5.58 1.03 7.15
15 July 1959-Junc 1960 4.16 0.55 547 5.48 0.67 6.48 5.91 1.61 6.77
16 July 1960-August 1961 415  0.69 5.39 5.56 0.85 6.49 6.49 1.45 7.07
17 Sept. 1961-July 1962 4.73 0.84 5.85 '5.89 1.25 6.17 7.40 1.51 597
18  Feb. 1963-Jan. 1964 4.14 0.88 6.17 5.48 1.45 720 6.13 " 1.88 681
19 July 1964-Junc-1965 4.33 0.92 429 6.00 1.26 4.89 6.81 1.69 5.59
27 Oct. 1972-Sept. 1973 3.79 1.42 3.88 5.06 2.25 472 5.74 2.59 499
28  Oct. 1973-Junc 1974 4.12 .12 427 5.37 1.93 492 591 2.45 494
32 July 1977-Junc 1978 3.72 1.57 4.44 5.46 2,43 458 6.28 2.98 442
38  Jan. -Dec. 1983 3.23 2.84 4.28 4.58 3.59 428 5.57 3.81 4,00
42 July 1986-June 1987 429 2.85 2.82 5.61 3.73 274 6.25 3.97 2,69
43 July 1987-June 1988 4.58 3.13 3.07 5.96 3.84 2.83 6.68 4,15 2.63
44  July 1988-June 1989 4.95 2.60 342 5.91 3.30 3.48 6.55 3.58 333
45 July 1989-June 1990 527 3.20 249 6.44 3.30 261 7.08 4.16 2.04

Source: Estimates up to the 13th round and for the 18th round are from Bhattacharya et al. [1991] and for the remaining
rounds are made by the Author.

TABLE 13: MONTHLY PER CAPITA CONSUMPTION (KG) OF CEREALS BY SELECT DECILE GROUPS: ALLINDIA RURAL (CONTD.)

Decile Group 30-40 40-50 0-100
NSS  Survey Period Rice  Wheat Coarse Rice  Wheat Coarse Rice  Wheat Coarse
Round Cercals - Cereals Cereals

8  July 1954-March 1955 7.7 0.93 8.57 7.50 0.83 847 8.18 1.42 721

9  May-Nov. 1955 7.32 2.02 8.06 7.20 2.05 170 7.47 2.58 772
13 Sept 1957-May 1958 6.19 1.36 712 6.78 1.97 6.98 7.10 228 727
14 July 1958-June 1959 6.43 1.30 7.66 7.85 1.63 746 7.69 238 726
15 July 1959-June 1960 6.56 1.59 707 8.37 1.79 6.73 7.60 251 727
16  July 1960-August 1961 7.26 2.33 1.16 8.09 © 260 6.44 7.96 3.08 647
17 Sept.1961 -July 1962 8.26 1.72 5.65 8.50 1.79 553 878 264 6.13
18 - Feb. 1963-Jan. 1964 7.02 2.14 7.09 7.85 2.48 621 8.08 291 6.55
19 July 1964-June-1965 7.63 1.93 551 8.50 2.16 5.67 8.13 274 5719
27 Oct 1972-Sept. 1973 6.33 3.03 4.99 6.82 3.41 492 6.59 3.88 499
28  Oct 1973-June 1974 6.32 2.95 4.81 6.78 K% ¥ 4.84 6.90 352 479
32 July 1977-June 1978 6.83 322 422 7.44 3.58 4.18 7.12 4,05 423
38 Jan, -Dec. 1983 6.17 3.9 3.86 7.05 4.09 363 6.63 446 381
42  July 1986-June 1987 6.98 4.09 262 7.41 4.29 246 7.11 477 252
43 July 1987-June 1988 7.12 4.33 251 7.37 4.56 248 7.04 494 256
44  July 1988-June 1989 6.93 4.17 289 735 4.68 238 7.07 473 2.82
45 July 1989-June 1990 6.64 4.71 1.96 7.58 4.26 2.15 6.93 470 242

Source: Estimales up to the 13th round and for the 18th round are from Bhattacharya et al. {1991} and for the remaining
rounds are made by the Author.
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TABLE 14. MONTHLY PER CAPITA CONSUMPTION (KG) OF CEREALS BY SELECT DECILE GROUPS: ALL-INDIA URBAN
Decile Group 0-10 10-20 20-30
NSS  Survey Period Rice  Wheat Coarse Rice  Wheat Coarse Rice  Wheat Coarse
Round Cereals Cereals Cereals
14 July 1958-June 1959 2,72 2.01 511 3.88 3.51 4,01 5.07 3.05 4.04
15 July 1959-June 1960 3.09 2.70 3.50 412 2.98 3.78 437 3.10 3.72
16 July 1960-August 1961 3.36 2.46 396 434 3.14 3.22 5.46 3.28 2.61
17 Sept. 1961-July 1962 3.67 2.36 3.09 4.63 3.62 3.02 541 3.47 2.81
19 July 1964 - June 1965 3.31 2.90 2.21 5.15 3.21 2.15 517 3.70 2.26
27 Oct. 1972-Sept. 1973 3.48 3.17 2.10 447 3.93 2.12 490 438 1.95
28 Oct. 1973-June 1974 3N 2.56 2.61 479 3.43 2.31 5.15 3.72 2.06
32 July 1977-June 1978 377 2.1 232 485 4.09 1.92 526 451 1.62
38  Jan. -Dec. 1983 348 3.67 2.04 473 4.20 0.97 513 435 0.90
42 July 1986-June 1987 4.14 3.55 1.46 521 4.24 1.02 532 446 0.96
43 July 1987-June 1988 442 3.74 1.59 5.18 4.46 1.23 541 4.69 1.05
44 July 1988-June 1989 422 3.96 1.49 4.86 4.24 1.52 545 449 1.10
45  July 1989-June 1990 4.69 3.88 1.45 5.40 4.25 1.13 556 4.64 0.93
Saource: Author's estimates based on various NSS reports.
TABLE 14. MONTHLY PER CAPITA CONSUMPTION (KG) OF CEREALS BY SELECT DECILE GROUPS: ALL-INDIA URBAN
Decile Group 30-40 40-50 0-100
NSS  Survey Period Rice  Wheat Coarse Rice Wheat Coarsee Rice Wheat Coarse
Round Cereals Cereals Cereals
14 July 1958-June 1959 536 3.01 4.09 5.83 321 4.26 5.55 383 . 327
15 July 1959-June 1960 479 3.20 3.70 5.84 364 3.10 5.58 395 274
16  July 1960-August 1961 551 374 2.68 6.29 4.09 247 5.95 425 233
17 Sept. 1961-July 1962 592 3n 2.5 6.41 397 247 6.16 411 223
19 July 1964 - June 1965 5.66 4,05 2.22 5.81 444 194 5.61 443 174
27  Oct. 1972-Sept. 1973 5.02 4.56 1.88 5.16 501 1.67 4.94 482 1.56
28  Oct 1973-June 1974 5.59 4.20 1.63 5.63 437 1.68 5.38 432 1.67
32 July 1977-June 1978 5.61 4.72 1.48 5.80 4.89 138 5.48 4.87 137
38 Jan.-Dec. 1983 5.38 4.62 1.34 5.48 471 1.30 5.32 4.82 125
42 July 1986-June 1987 5.34 458 091 5.59 5.00 0.89 5.33 4.83 0388
43 July 1987-June 1988 5.49 484 1.05 5.58 4.85 1.03 5.35 4.98 092
44 July 1988-June 1989 5.47 4.78 1.01 5.76 4.68 099 5.35 4.81 111
45  July 1989-Junc 1990 6.00 4.80 0.74 5.91 479 073 5.45 4.84 0.80

Source: Author's cstimates based on various NSS reports.



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

230

(pwo))
SL-LL6T
1380
68-8861
u (juso
15d)
89°LT 959 STE 1c0 LET Tt TrIT 0gT 600 70’1 (434 [4%1] €67 9Ll (4%} 789  asealoy]
1L0L61
A0
68-8861
ur (w0
06T €06 SCS ¥Co 9l LoT LE0T 9T 8¢0 sel 66’V 600 ore 91 L90 8L¢ B}
v8Ll 85€ 61°1 6T0 Lel €L’ 9Tl 950 990 i 240] (A1 8C0 £8°0 6v°0 v$0 el6 68-8861
LTATA sv'e 0Tl 0€0 1€ 0 8¢l o 980 (1141] 01 (v 99'0 1v'0 $S0 T6 88-1861
LS91 96T 68°0 o ST'T oLo 19'¢l 8£0 §80 o 860 6C0 9.0 €50 £9°0 6L°8 L8-9861
87T 00'€ 860 LTO 0TI $S0 8TTI 870 780 zE0 v8'0 £TO ¥S0 €E0  SPO NZ €861
L6ET 99'C £L0 970 8Tl (34 1€°11 £20 90 0e'0 o LZo o [ra] 9¢0 L 81-LL61
LTyt e 990 ¥To STH LSO 9s11 6T0 9L 0 vCo 890 [§X)] 1v0 |74 1] 680 TR pL-EL6l
Vel (A4 yso 0T0 9T1 50 7601 sCo L0 910 90 90 8¢0 81°0 00 66'L €L-TL61
6L'el YeT 90 970 LUy o SHIt €70 190 970 ¥9°0 LZ0 ov'o 9T0 [$41] £€'8 1L-0L61
sooud 1.-0L61 WV
9CIL LI8T 99 £T1 L €67 6t°€S 0T 10°€ 9Lt LeS SL'l we 172 LEE IP0E€  68-8861
8T€9 991 86'S (39 wL [ 4 €897 951 0s¢T wi 1594 v wt 891 we PLT  8R8-1861
Tyys  TOEl $6'€ 6L0 €6'S €T ory STl 80T A 88'¢ (1 667 881 L TET  L§-9861
12 KAd pL'6 e Lo ocy 9¢'1 68°C¢ LLo «©1 €80 097 $8°0 #9°1 260 8C1 LT £861
l166C 00S  s¢1  vs0  8cT €80 1681 €0  SOT  9¥0 STl IS0 080  E¥0 980  IUEl  8Lii6l
(XA o9cE 980 [$ 4] L9'1 . 690 LiLt S€0 180 oro 901 €evo 690 St 190 So¢el PL-EL6]
9791 £8'C £9°0 £C0 11 9¢0 el LT0 £9°0 LTo 6L°0 00 8¥°0 170 o €001 €L-TL6l
6L°El veeT 144 970 L 34" Syl £T0 190 970 90 LTo 0¥ 0 970 Sv'0 £e8 [L-0L61
sooud Juauns 1y
am SAOIAIIG Sued s SN sam
sipuadxy  [ei0], @ SpooDH  FRm -ixowuy % Ysgy @psoiqm 533y spnpold SPNpoyd  -nsqng
wmasuon  pooj  ostmzp  i00g®  WErT  odsoeqol  fmol  @sefer  sooidg -o8A @y sHo NN sing (e
[EI0L, -uoN  sejgem Sumpopy @ Iand ‘ued pood -nog »1es Hw:mv ‘sunig ‘BN AP W ANN P SBINd P SIA)D resy

01-0 :dno1p spiQg

TVEM VIAN-TTV :$IN0¥0 FIDFJ JIOTTHS A8 TUNLIANAIXH ¥FWNSNOD VIIAYD) ¥id ATHINOW 40 SALVWILSH STTEV]E



23,

VOL.7 NO.2

GROWTH, POVERTY AND LEVELS OF LIVING

(pwoD)
8L-LL6L
12A0
63-8861
ut (w2
1d)
v6TT 65’8 609 1o U1 171 sepl w07 o) vl w©y 100 T 0T 380 961  aseasnuy]
1061
A0
68-8861
ut (a2
1d)
2008 v611 758 140} LE1 €91 00'81 S0'T ¥1°0 SCL 10°S ¥Z0 8C'T bL1 €€°0 go'y  asedsou]
179 9¢S wt €60 691 160 €981 Lo 180 8950 08t 7o [AN1 v60 9L0 eIl 68-8861
SLTT v 01 %50 961 80 fAR ] 690 901 850 6€1 or'o 160 $8°0 L0 1$°11 88-L861
WTT 61y e 150 Pl %0 LT81 £5°0 601 790 6€1 9’0 901 60'1 £8°0 oT1l (89861
6607 Py 091 950 6v1 8L0 SS9l LYO o'l €50 171 8E0 080 L0 990 SLO1 £861
69°61 98¢ [4A 150 9’1 89°0 €861 S€0 060 80 160 (34 L90 ¥50 850 S601  8L-LL6I
9561 oL'E w1 44} 2! oLo 98°'$1 8€°0 £60 1o 760 90 190 LSO 29'0 6801  pL-EL61
L8l SSE 060 Iv'0 $S'1 oLo 91°61 60 00't €0 980 €0 090 990 ¥$0 8C01  €L-TL6L
7981 £€°E £8°0 950 £Vl 190 671 LEO 6L0 EFO L8O oo 90 790 oL0 LVOT  1L0L6]
saoud 1£-0L61 1V
L6386 LEST  9l'El £7T 16 9°¢ 09°0L 087 1L ILT €L LLT Yo'y (184 69t 8LLE  63-8861
9TY8 1612 6v'8 10T or's 00'¢ SET9 e LoE 1844 819 §TT 8¢’y £5°€ ory £TPE  89-L861
vovL 1£81 LZ9 981 byL vLT ££'9¢ €Ll 19T 07T [A%Y wt Ly 06'€ 79°¢ 010¢ 189861
£8°8C €Tyl or'¢ £9'] 85'S 61 09'vy 8TI €61 6€1 yLE 9¢'1 e L6l 0£T 8T €861
88°€€ STL sTT S0°1 €8T vl 7992 §9°0 or't vL0 1871 $8°0 L1 $6'0 o'l LSLT 8L-LL6L
62°6T 68t 2201 99'0 S 1) 80 (\iaz4 Y0 001 690 'l 90 So'l 180 901 eTLT YLEL6L
oLTT wy 70'1 690 1A SL0 8981 evo 80 €50 901 670 SL0 [4%Y] LLG 8TEL  €L7TU6L
7981 £E€ £8°0 90 £Vl 190 6TS1 LEO  6L0 £V0 L2O o¥'0 $9°0 90 oLo LYol 1L0L6L
sooud waund 1y
am] $I0IAIRS sjues s SN soml
-ipuadxyg  [m0], 9 SPoon  Teom -1xouy % -ysaIa}ay psoiqen 883 SPNPoL]  SIORPOS]  -Tisqng
pwnsuo)  cpoo]  Coslwyp 1004  WEr]  oooeqol,  jeof  psader  savdg 083A WY SO MW ssing B9
E10] -uwoN  se|gem(  Sumol) @ eng ‘wed poo -oaeg  pyes  mEng  ‘sunyg 9RO SIGIPH W ANN @ SISind @ S[EORD RO

0701 :dno1n 3110

(‘ALNOD) TVNY VIANI-TTV ‘SdNO¥D AW LOTTHS A6 TANLIANIIXH YAWNSNOD VUV ¥dd A THLNOW H0 SELVIILSH ST 18V ],



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

232

(pwoD)
8L-LL6Y
IINO
68-8861
ut (20
d)
IS°LY YTL ¥9'¢ $1°0(-) €EL'O w01 8701 LLT sso(-) 6L°0 0y 80°0(-) fcR! 61 950 200 9swasul
1L-0L61
IIn0
68-8861
ut (U39
32d)
¥9'9C 0Tl e 180 160 8T1 971 86’1 £1°0() 611 8LV 61'0 0gT LT o 00T aseRUOU]
YLLT €99 10¢ 9L0 (AR o'l 6017 680 160 180 07 [S9] 8Tl LE'L 88°0 $ETT 68-8861
w9t 69°¢ 61'C 8L0 Ll 6610 £L'0T 980 811 o 91 [4AY 4] 60’1 sl 80 LTt 88-L861
(424 96°v 0Lt wo 091 v6'0 95°0C 890 0Tt Lo LST €50 611 [3} €60 ETTT  LB9861
68vC iss 80'C ¢80 L91 160 LE61 €90 8Tl L9°0 o'l 050 860 1t 6L'0 €071 €86l
19'¢T 6y 891 080 91 180 99'81 80 Y01 90 ol LSO 780 60 L0 EET 8L-LL61
S6TC 8’y 11 £9°0 oLt £8°0 Ly'81 [24Y) o1 $S0 [ 850 SL'0 760 80 61°Ct PL-ELET
91°TC 34 8I'1 €90 vL1 £8°0 8L°L1 81°0 el 1344 Yo'l €S0 L0 8L0 690 96°11 £L-TL61
06°'1T ot o'l 650 91 LLo 68°LI 90 £6°0 (Y1) /18] 150 LL0 060 §8°0 061l 1.-0L61
saoud [£-0L611V
8THII 12323 0p91 6l't P01 Iy P08 te'e 1487 1% 8¢'8 sve 8CS S19 (44 Iy 68-8861
1L°86 LL9t 8801 €0°¢ €6 sS'e S6'1L w0e e 19T oTL 6T 9tS 06'v 69't 08°'LE  88-LB861
ST'S8 ™z £S°L 09¢ €T3 1453 €L'E9 €T S6'C (A4 7T9 9Lt 69'% S 49 SO o987 (89861
86'69 8¢C°LY 199 W7 979 ¥TT ov'es oLl 81T’ Ly wy 6L1 L6T 80t SLT 8¢°1e £861
£8°0v 6C6 or'e €91 0ce Le'l 12243 L80 1971 960 (a4 60'1 091 w1 8L'1 8L'61 8L-LL61
1€v¢ 6'S Il v6°0 LT 00'1 6£'8C 650 £l 260 €Lt 180 0ot'1 1€1 31 6761 pLEL6L
069C 96’y LET SLo 6’1 060 £6'1T $<0 $6°0 o 8T1 190 v6°0 680 660 £0°sl £L-TL61
06°1C [ (a4 €01 650 [£at LLo 68°'L1 90 £6°0 50 (4181 Is0 LLo 060 80 0611 1L-0L61
59511d TUSLIND 1Y
2Im 5301A12G Swued syuaw SINN sam
-1puadxy [e10], 2 spoon) Ieam -IXow] 7 -ysassjoy 29 so|qel s88g s1nposd SIdApold  -nsgng
Iownsuo)  :pooj ostwyp oo S  oooeqo]  mol  2psefer  sooidg afp  wusy Hiile) MW aspnd {ear)
moL  -woN soqemg Sumiol) pieng  ‘ueg  pood - RS mEAS SR RO QBT PN P SIng PSEARD L

0£-0Z :dnoip a1

CQLNOD) TVHNY VIANI-TIV :SdNOYD TN LOTTAS A6 TUNLIANIIXH ¥TNNSNOD VLV ¥HJ ATHINOW 40 SHLVILLSH T I8V ]



233

GROWTH, POVERTY AND LEVELS OF LIVING

VOL. 7NO. 2

(‘o))
8LLL6I
IJA0
68-8861
ur (U0
1d)
vO'ST L8E 881 oro LLO 14801 8111 06’1 05°0(-) 6L°0 so'p 100 06'1 697 650  970()  9seany]
1L0L61
- 12A0
68-8861
1 (w30
£d)
$591 ST9 81y 700 vLO 6T1 0£°01 wi sTol-) 260 ey $0'0 61 9¢T w00l  600(-) sy
$8°6Z 09'9 o'T w0t S6'1 AR YTET P01 860 160 67T 99°0 vl 881 860 90ti 688861
8162 19 197 960 81 011 L9TT 001 8C1 80 181 19'0 €Tl SS°1 €60 1Yl 88-L861
9E'6T 96'S 01T 660 Lt or'1 Ob'ET 060 €€l $8°0 081 $9'0 se1 117 so't SCET 1879861
67°LT 679 172 80'1 6L'1 101 1712 SL'O oT1 LLOo £9'1 160 441 w1 L8O (434! £861
£6'ST 09°S L6T 001 sl 68°0 ¥£0zT $S°0 or't oLo vT1 $9°0 Y60 - 811 £8°0 EUEl  8LLL6T
9L'ST ST'S Sl 180 €81 L6O 1907 $S0 yI'l 89°0 ST1 89°0 060 €71 26°0 SUEl  vL-EL61
WSt £TS 151 060 681 £6'0 61°07 850 sT1 ¥$0 0Tt £9'0 88°0 ort $8°0 LUEl  ELTL6L
0967 00's 6¢1 101 9Ll 80 0902 09°0 o'l 890 811 §90 y6°0 8T1 66'0 YTEL  1L0L61
sooud 101611V
\ "
SETCT 80'€E 8¢'el 9Ty bLOL oLy LT68 68 . S¥y 19°¢ 8T6 o1y 76'S '8 60'9 €S°EP 6878861
L3601 850 66T1 ELE v6'6 £6'€ 6T6L IS€" e vO'E S0'8 9v'E 09 59 or's 06'6¢  88-1861
0886 16T £€6 09 80'6 oLE 80°€L $6'C 743 00°€ £rL Se'E ve's (AY2 09'y €6'CE 189861
wLL 9661 9L e oL9 8H'T 9Y'LS S0'C €€ €07 £0°S S0°T 9€'E €6'¢ W0'E 99°€€ €861
86y ¥SOI £9°€ €0'T 6€€ 6+l vrve 1011 ol 60° N STI 6L'1 807 66'1 90IT  8L-LLAI
8v'8¢E £8'9 0T 0T1 SH'T o't S9'1E 89°0 £T1 yi'l L6 $60 y$'1 vL1 §S1 S80T  vLEL6l
980¢  v6§ 9Lt Lot e 001 76V ¥9°0 SOt 06 8¥1 £L0 1181 971 171 vS'9l  EL-ZL6T
096 00§ 6¢1 101 oLl ¥8'0 09°0T 090 0’1 89°0 811 $9'0 60 8T1 660 YTEL  1L-0L6L
ssoud Wwsuns 1y
sy mOOTaqu spred susm SIN saImt
-tpuadxg  [®OL, 29 SPOOD)  Jeom -1x0wW] 29 -ysa1)oy psoiqer 5337 sonposd S1vNpold  -nsqng
PDWASUO)  peoj  9SIWy 004 WET  0%okqo]  [mol,  Pseder  sooudg %A PYH PO 17 ;g [easd
[e0], uoN  sojgemQ Sumpoyy ppEeng  ‘ueq poog  -easg  pies  m8ng ‘sl RO Ol W NN W SOSING @ S[EA)  Jd)

0t-0¢g :dnoigy ajtoe(q

(CAINOD) TV VIANI“TTV ‘SIO0¥D) FUDE( O3S A8 RALLIANIIXT JHWISNOD) V.LAVD) ¥id ATHINOW 40 SELVINLLST 'S1 318V},



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

234

("pwoD)
8L-LLOL
. I9A0
68-9961
ut (W
wd)
14911 80°€ €91 700 L90 vLO 90°8 oz 8so() ¥S'0 vLE 10°0(-) (431 v6'1 610 €e'I{-)  oseanny
120461
JJAO
£8-8861
ut (a2
. aed)
90°¢l 1239 1y 670 090 $8°0 iTL 61 ve0() £5°0 96'€ 90°0(-) LS1 TT1 o) W) eseasoyy
81°€E 8LL 00E €71 e €T1 ov'sT 8T'1 v0'1 701 [y 08°0 9¢'L €7 €01 ®EL 68-8861
LTZE  €SL (433 T1 861 6I'T  wLYT 0Tl 8¢l 660 £0C 1L0 9¢'l 80T W1 66€l  88-L86l
£0ee 00'L 197 671 L81 (44 v0'9C 801 wi w1 90T 6L0 ss'1 wT 611 0TYL  £8-9861
66'1€ 9L 90°€ 191 £6'1 511 £TYT L60 LE1 £6'0 L8'1 PLO Lzl 207 00°1 501 €861
$8°6T 98'9 HAy4 1 16t 101 66'TC 190 171 980 el 080 201 eL'l L60 TCYL BL-LL6L
£1°67 (AL:] 6'1- (491 00T 60'1 10°€T 29°0 vT1 080 o'l 6L0 101 oLl or't 6TYl  PL-ELGL
8T6T 6€9 96'1 £ S0'T 90°[ 68°TC 690 Lel 69°G 8¢l 180 €01 191 001 eVl EL-TLEI
yE'6T %0'9 08’1 sel €61 260 8T'ET L0 120! 98°0 8¢'1 780 o1t <61 811 EIPl - 120161
sooud {£-0L61 1V
geoct  6g8e  9€9l  86C €91l Ty v0®6  OLv S g0y EE0I  00S  9¥9 IOl 9E9 . SOy 68-8861
09°7C1 LTSE vt £ ¥9°01 8Ty £E'L8 61y 00'p 95'e £0°6 {14 69'9 09'8 'S 29lr 88861
91Tl 000e 9511 oLy €96 1§57 o1ze LSE 8r'e 09°€ 81’8 Sty £1'9 L6 61°S PIRE  L80861
9E°06 8PHT SL'6 SOV L T 88°C9 £9°C ¥$'T (S 44 8LS €9 S8'E 19°¢ Wwe 16'9¢ £861
1078 v6U 9 067 OLE 0L 80%E  TCl 681 il 8T €51 1T €0 TET  08TT  BLLLGI
W 118 ] isT 91 L9¢T £ 8TSE $8'0 vE1 vET 61T ort et v vL1 0922 pLEL6l
[S93 6TL 8TT o<1 0£7 STl 98¢ 9,0 Srl STl 1t €60 I€1 vl (241 86°LL  EL-TL6I
YE'6Z 90'9 08’1 Sl £6'l 860 8T¢C wo 144 980 8¢l ¢80 ot S6'l L18 £l 12061
saoud uaund 1y
Qi SIVIAIDG S{Ied sjuows SINN sam
-puddxy  [MOL P sSpoon  Jeam -ow] ¥ -Ysapy psolqey  s883 sonpoly sonposd  -nsqng
oWRsUWO)  :pooj  CIsimp 1004 W]  o0%oeqo], o] psefer  sooudg 2%  @ysy e} NN sing  [earD :
®0], -woN  sojqemg Sumpoid  wpRrd  ‘ved poo  -ameg  @ies  mEng s WO JIQIPT WO W SOSINd WS[BORD  WoX

05-0p :dno1n a1aQq

("ALNOD) TVANY VIANI-TTY *SdNO¥D BT LOTTES A€ FUNLIANIIXH ¥TWNSNOD VIAVD) ¥3d ATHINOW 4O SALVWLLSH "S1 F18V],



235

ROWTH, POVERTY AND LEVELS OF LIVING

&)
z

C

VOL.7NO. 2

8L-LL6Y
I3A0
68-8861
ut (w0
1ad)
66'S oLo() 987 760 921 LLO 69'9 Loe 870 SEQ €€ P00 or'l ST1 v1°0 6¢1(-)  oswasou]
: 1L-0L61
I3A0
688861
ur (od
1od)
0T'L1 68°6 979 €1z 6v°0 260 1€l XA o1°0(-) $S0 L9°€ 90°0(-) 7o'l £e1 05°0()  EyI()  Iseasoy]
9L’y (434t 8y's SS'E 0t'e oVl 1234 vl Sit el 00'¢ 86'0 v8'1 05'€ Si't L8EL 68-8861
woy [Saa! s ore 61T ! T0'8¢ 9Lt 951 sT1 €T 160 09'1 67°€ €11 60vl 881861
£50p o1l Ly vee 60T [ 68°8C oSl 651 (44! 9’7 001 vL'l 8LE 9Tl geyl 189861
8V'6¢ 1671 0es e e LET L69T LE1 391 0Tl we S60 05’1 e 491 Wi £861
0'6€ 60°€l 659 61'¢ A4 81’1 £6'ST 760 Vel 811 oLt 960 671 10°€ o1t vl 8L-LL6E
68°6¢ 886 08'€ 65T T 8Tl 1092 $6°0 pE I 001 191 660 . Lt 0LT 971 6Pl pLoEL6]
8Y°0¢ v'0l LUy 6L €TT 971 $0'9C 960 LYl 660 $9'1 v6'0 (44 18°C w1 99yl EL-TL6L
6T°SE £€6 9Ce 08¢ A4 vl 96ST ¥6°0 iT1 [AN! oLt 00'L 9Tl €0°E £C1 LEYL  1L0L61
sooud §£-0L61 VY
O'SLI 0£°¢€9 1867 £8°v1 [TArA S6'S 08111 69 97§ 0TS [S4ral (AR’) 65L $9°61 v 079 688861
0L'8s1 6TLS [A4:14 LOTL LLTL £0'S 18°001 819 (4% §4 0801 Y LS'L €9°¢l LT9 6l 88-L861
v Iv] 68'8% v'1T SI°2l zLo1 88v $S°T6 S6P 16°¢ oy SL'6 §TS 689 8t'el £6°C 6786 189861
$9°TIL £6'8€ 8891 LLOY %L 9¢'¢ LEL we £8°C 9i'E 98'9 ore (X9 Sv'8 96't 189¢ £861
01°69 LLYT STTL 059 £y 66'1 £EEvY wi 60T 'l LEE v8l 9T 6TS £9°7 IVET  SL-LL6L
10°€S €€t 867 v8'E 96'T €51 oL'6€ SIT 2 d! L1 19°¢C Lt 661 8¢ 66'1 £9€7  bL-ELGL
LUby 1021 v8'Pp AN 6v'C 9¢'1 o1'ZE LOT £T1 99'1 0T 601 ¢Sl e 681 1yt gL-TLel
67°SE £E6 9Tt 08'C (A4 [4 8! 96'ST v6'0 1T1 at oLt 001 9Tl £0'€ g1 LEYI 1L0L61
s9oud uaund 1y
aum SAOIAING swes SudW SINN som
‘puadyg ol pspoon  ram oy “Ysaipay ysom 583y sonpoy| sonpold  -nsqng
lownsuo)y  :pooj  ospwzp 00  WBr]  oodeqol  [mol gy sefer  soodg =% Pusy IO AN asing [e313D)
e0], suoN  sojqem(  Sumpord 2 eng ‘ueq pood onog  pues  ming  ‘suny 93N QP P AN WSS P S[RAR)  FBIL

uonejndod aamug :dnoin) a1

CAIONOD) IVHENY VIANI-TIV :SAN0¥H) FTOIJ LOFTES A8 TANLIANIIXT YHWNSNOD V.UV ¥dd ATHLNOW d0 SELVILLSH "§1 d18VL



APRIL-JUNE 1995

236

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

(‘pwoDd)
00001 L0'0Z €9'9 9’1 19'L Iy £6'6L e 69'€ (344 wL 651 (X244 LLT SO'E or'le  68-8861
00°001 86'61 96'9 e oL €LE 7008 LST 66'v 1€7 £6'S St i8¢ IS4 cre oF'eC  88-L861
00001 L8°L1 LES €1 L69O Ty e1'es 67T [ANY Lt 06'S €Ll LSY Lre F4: 2 LO'EC  LR-9861
00°001 £9°61 184 LT LSL 79¢€ LE°08 98’1 8¢S e 1¢¢C vel cee LT L&T LTeS £861
007001 LO'6T 1743 681 e (A3 £6°08 89'L 18y 4 So4 161 10°€ LLl LS'T 6¥'8C  8L-LL61
007001 00°61 394 S9'1 vL'8 wY 00°18 y0'T 6TS 89'1 LY 1T 8T wi we LS vL-EL6l
007001 ¥L81 oY Lyl 9¢'6 98¢ 9T18 €81 £9°C 1Tt LY L6'1 18°C LET 1T Lyes €476l
00001 $6'91 9€'E 681 9v'8 vTE SO'€E8 L9'L or'y 181 19+ L6l 6T 61 8TE w0y tLoLst
sooud [/-0/61 1V
00001 6€°ST £0°6 Lt S0t oIy 19°%L 68°C oty 9L os'L 8Y'T 8LV 80°€ 1Ly 0STr 688861
00001 109T Sv'6 81 60°11 S9°E 66°EL ov'T S6'€ LTT oTL e 60°S $9°C LL'Y 98Er  88-L861
00001 T6'€C STL V'L 0601 | €47 80'9L 0£T £8°€ $9'C el'L LT 6v'S SYE 80'S o¥Er L3986l
007001 $8°TT 1eL 081 9501 61°¢ SULL 181 95°¢ 00'C 019 L6'T S°%Y 91T OL'E 0028 £861
00°001 06'0C S9°§ STT 56 9t'e 60°6L 08’1 8€Y 61 9TsS €1'T e 181 09°¢ €8PS 8L-LLEY
00001 OL91 €0y £9°1 8L £CE oc'es oLl (4.3 L8 L6 00T vTE W L8 OTI9  PLEL6L
00°001 [AAA 68'¢ wi $9'8 1944 LST8 891 68°€ 891 98y 881 v6'C 0t 09°C EL19  E£L-TL6)
00001 $691 9t 68’1 9v'8 e S0'es L9t or'y L81 19y L6'1 6T (41 8T¢ Tro9  1L-0L6t
sooud wauns 1y
m SAVIALS sred swudw SN som
sipusdxg  [mOL % SPOOD oM -1xowj % -Ysa10J3Y ) » sojqet s38y SIPNPOL]  SNPOL]  -Nsgng
munsuoy  wpooy  ostwrp  ood®  WET  oocowqol  [mol  w@safer  saoldg %A WUk SO N sind (s
|o], -uoN  sojqem( Sumpol) @ end ‘ued poo] -aneg eS  mEng Uk WO QP P OAIIN W SeS[ng WS[RAI)  dma)

01-0 :dno1gy ap13a(]

TV VIANT-TTV SN0Y¥D DI LOTTHS A6 (LNAD ¥id) SNOLLIOIOY HINLIANSIX T HINASNOD 91 18V



237

GROWTH, POVERTY AND LEVELS OF LIVING

VOL.7NO.2

(pwoD)
00°001 $6'2T 66'6 122 L69 8L€ SO'LL e ce'e €87 SY'L £9'1 12874 8g'€ ¢re y897 688861
00001 T€0T os’L 8TT L8'9 89°¢ 89°6L 70°¢ 284 LS'T 1o oLl 10 SLE 1743 8605  88-L861.
00°001 $9'81 629 LTT SH9 v9°E SE'18 ST 1234 LLT 079 90'7 oLy 1584 8¢ 6867  L89861
00°001 148 ¢4 WL 89°C ot'L e 988, sTT ‘s6v {94 LLs 81 08¢ LE'E cre 1715 £861
00°001 961 619 09C ovL EV'E 8£°08 (1191 S 94 x4 o't A 8e'e we 967 79€C  8L-Ll6l
00001 £6'81 1TS Lze 98'L 85°¢ LO'18 96’1 YLV e wy <94 pl'g 6T (S 29 80°CC  pL-EL6l
007001 0061 6Ly (vrard 6T8 €EL'E 0018 60'C ves 89'L 09t 6TT 81°¢ o' 18T 769 £L-TL6l
00°001 06'L1 9y 9T oLL 6T€ o1'z8 00T Ty TE€T 85°p (2% SHe of€ YL'E §29S  1L0L61

saoud 1£-0L61 3V
00°001 99°8C og'el 97T 1¥6 oLE YL £8'C YLE vLT 6L 08'C 89y 144 €Ly L1'8€  68-8861
00°001 0092 8001 68T L66 9¢'E 00°vL 98T e 0s'T veL L9t 1€ 0Ty 98V 790y  88-L861
007001 rAg 74 ov'8 6T LE6 89°€ 8Y°SL (AN 8S¢ S6T ore STE 65°S X4Y 534 7E0v  L8-9861
00001 61T 198 LLT 6v'6 9Tt I8°SL 81°C 6C¢E 9¢tT SE9 [$%4 oy SE€E 16¢ 96°LY €861
00°001 vz €99 60'¢ (S %] et 658L w1 (484 61T 1239 1§T e 8L'T [4 57 98°1S  8L-LL6l
00001 69'91 9y §TT wL L8'T 1£°¢8 w91 e %4 Yo'y 81T 85t SL'T £€9'¢ £8°8S  vLEL6l
00001 oL’LL 394 ) 4 Yo'L (4% 0£'es (£} 69°€ 1£7 89V 81T (4% 0£T 8LE 58S €LTL6l
00001 06°L1 ot't 9T oLL 6C¢E or°z8 00T w7y % 89'Y 1494 e [1}28% PLE $T9¢  1L-0L6t
sooud juauno 1y
aAm SANARG siued sjuow SN samm

-ipuadx;] B0 P SPOOD  Team -1xo] % RUEESSTEN | % s9iqen s38g s1NpoLd  SISNpoid  -nsqng

lwnsuol  :pooj  osimtzp 10042  WSIT  ooveqol  [moy  @sefer  sooudg o84  wusy sio AN asind [eas3)
0], -toN  saiqemg  Sumpory % penyd ‘ued :poo.f -oadg P mEng  suny WO S[QIPT BN B SHINd @ S[ERRD Fe )

0201 dnoxg spoe(g

CALNOCO) TVHNY VIGNI-TTV SdN0Y0 THO(J DT TAS A (INZD ¥ad) SNOLLIOIOU] HRNUANSIXH SEANSNOD) 91 T18V],



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

238

(-puod)
007001 L6%T 9801 sLT 969 6L€ €0'9L (443 LTe 16T SHL 661 19y %'y ore Lyyy %%2
00°001 51T LTS +6'T 959 sLE 8v'8L 9TE st'v vLT €19 961 (184 'y 61't o8y  88-1861
00001 (4431 S99 78T 879 L9'€ 8508 99T oLy 08¢z §1°9 90 o'y 66'S £9°€ PeLY  18-9861
007001 91°TT SE'8 re w9 Lg'e ve'LL 09T vL'Y 69°C 88'S (/x4 S6'e [ 4 81°¢ £E8Y £861
00°001 £€6°0C El'L 8€€ 869 e LO6L 0T 65y £9'C SLY e LSE 06'€ STE ¥YTTS  8L-LL6L
00°001 0561 ors LT I¥L £9°€ 0508 S0T LSy ov'e 34 £6°C €E €0y Lye EI'ES  bLEL61
00001  9L61 1€'s $8T 98°L vLE vT08 L1z ors £6'1 89t 8€'T see 15¢ e 66'TS  £L-TL6L
007001 [4%:11 wy 89'C ov'L €5°¢ 89'18 ore LTy 6V'T SOV £€T (23 ey 88’ (4849 1L-0L61
sooud 1£-0L61 WV
00001  T96T  SEVI  6LT 8L'8 69C  SEOL 16T € 6LT €L we (42 8€'S VLY L6'SE  68-8861
00°001 1ree [(a3! Lot £V'6 09°¢ 68TL 90°¢ sv'E vz otL 96'C £v's L&Y SUy 6T8¢  88-L861
00001  ¥TST €88 e $9'6 69¢  9LVL 9T e 96T 0EL A os's 6£9 Sy PSBE  L8-9861
00001  TI'ST  SV6 [A33 $6'8 oTe 88 VL ST e 194 99 957 vTy ¥y £6°€ Tisy £861
00001  9LTC  6SL 66'¢ 8L SE'E VL VIt $6'€ SET 1343 19T £6'€ 96's 9€Y vr8Y  8L-LL6
00001  LTLI 00 vt w9 167 €LT8 17 6T€ LST £0°S SET 6LE 8¢ 233 1795 vL-ti6l
00001  Sv8l 80°§ 6L°T STL £€E S8 66'1 453 99T 9Ly e 0s'E (A3 L9€ LSS  €LTL6
00001  TE8T UV 89T ore £5°€ 8918 01 LTy 67T S9'v €T £5°€ e 88°€ VS 1L0L6]
saoud waund 1y
k31 SIAIG sued sjuaw smpN s
~ipuadxy [e10], 29 SPooD eom -IXOW] %9 -YsDJay 2% sajqe1 s38g SORPOL]  SONPOL]  -fsqng
punsuoy pooj  osumyp  wogy W] oooeqol  [mol  psefer  sooldg %A WU SEO MA ssIng 0
[e10y, -uoN  sojqemq Sumopy WPNd  ued oo essg  pWES  E3ng  sunig e JIqipd P AN WISIG ps[E)  may

0¢€-0¢ :dno1gy sj10q

(-QLINOD) TVANY VIANI-TTY :SdNodO TNDF IOTT1ES A6 UNID dad) SNOLLIOJOU] FANLIANSIX Y YTNOSNOD 91 TTEV L,



239

GROWTH, POVERTY AND LEVELS OF LIVING

VOL. 7NO. 2

('pwoD)
00'001 e VT8 tre €59 r6'e 88°LL 0se LTE so'€ L9L 0TT 08’y 1£9 oge 8LCr  68-8861
00001 (AN 44 v6'8 8T €9 see 89°LL £€'E Lev 68'C 0T9 e oTY £€°¢ 81°¢ L6'SY  88-L861
00001 180T 9I'L LEE w9 9Le 69°6L 90'€ (A4 68'C e 81T 09t LUL 8C°E 9SSy L8-9861
00001 98°7T 98 (43 1S9 L9t PULL SLT 65’y 08T €6'S 60T vO'p PI'S ore 599t €861
00001 8¢'1Z 6S°L p8'E £L9 we Ty8L [4%4 9Ty we LLY 5T £9°¢ LSV 1zg £9°0S  8L-LL6L
00°001 0002 86'C e L LUt 0008 [4%4 a4 $9C 88y 99T 0s'e 8Ly 8¢ o115 pL-eL6l
00001 9¢°07 96'¢C e wiL wWe Pr6L 9TeC 6y (454 Iy 67T Sv'E EEY £EE 18IS €L-2e61
00°001 £5'61 'S v6'€ 989 otr'e LY08 9¢'T 90y 9T (6224 [4%4 89°¢ 66t 88°¢ €L°1S 1,06t
sooud 170161 WV
00°001 +O'LT v6'01 [iay 8L'8 123 96CL 8¢ 9°¢ 6T 8SL see 1227 389 L6y 85S¢ 68-8861
00°001 £€8°LT 811 6¢°¢ 0’6 LSE LYveL 61t LE'e LLe €L S1'e 8v'S 98's oLy Ce9¢  88-L861
00°001 €09C 124 SoE 616 sLe L6'EL 66'C 0¢'e £0'¢ L 6t or's 9L S9v LE9E  L89861
00001 8L°ST 686 2084 9’8 0z¢e TTyL §9C 10°e 97 059 €9°T 1434 80°S 06't 8v'ey £861
00°001 (A% X4 LO8 15974 v&L ice LS9L €T 8¢ we (%29 8L'T 86'€ w9y wy 897  8L-LL6}
007001 SLLl §TS e LE9 [oe yara Lt [4S 96T [4X9 Ly'Z (¢4 1494 oY 8I'ps PL-EL6]
00°001 sT61 oLs JAAN 789 174 SL08 Loz ov'e 06T 08y LeT 09t 80'Y 6t 09°eS  £LTL6I
00°001 €561 ws 6'¢ 989 og'e LY'08 9T 90'v 9T w9y [Ay4 89'¢ 66t s8¢ £L1S 1L0L6T
saoud woLnd 1y
om SIDIAIG sied SjuawW SINN sam
-tpuadxg 1ei0], 29 Spo0n) Iem ~Powyj RIEEI I 79 sa[|qel s837 S1oNpoL] sonpolj  -nsgng
Jownsuo))  :poo) oSl -loo] % W] 0d2%eqO ], [e10], psofes  sooidg -230A 2 ysiyg 51T AN asng [®3I3)
[L2AR -uoN  sejqein Sumpol)y @ [enyg ‘urg :poo] -oaag 2§ ming ‘sunLj “EIN AAPT WANN @ Ssfnd 9 S[EII)D T3 X

0v-0g :dno1 sfivaQq

{QLNOD) TVHNTY VIINI-TTV :SdN0¥0 AU JOFHS A LN H3d) SNOLLIOOR] TINLIANTIXF JTNNSNOD ‘91 18V ],



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

240

(pwo))
007001 (4274 906 wy 9£9 oLt 959L s8¢ A 90'¢ L9t 844 Iy 969 or'e 99'ly  68-8861
00001 yeel 896 €8¢ €9 oL 99°9L oLt 9Ty 90t 679 ITe wy £v9 - St'e veev . 88-L861
00001 $1'IT 68'L 16t 89°¢ ire T8'8L 8C¢E 6Ty 60 ¥C9 o¥T oLy §T8 65¢ 66Ty L8-9861
007001 9TVt 856 [£0Y 0’9 (£ PLSL £0'e oey 06T 98¢ (A3 L6t g9 Ire S6'ty £861
00°001 L6'TT 24 ] oLy 69 8¢t eOLL X4 Loy L8T 8Ly 697 e 6L'S YA €Ly 8L-LL6L
00001 10717 869 £8E $8'9 SL'E 66'8L pec 9Tv SL'T [2:44 10z e $8's 8Lt yo6y  pLEL6l
00001 £8°1T 19 87y 0L €9t L8 1244 89°v 374 wy SLT [39% 6v'S we 688  £L°TL6I
007001 £90C £r9 65y 659 e SE6L W 88°¢ £6'T wy 6L°T 9ae 99 wy vI8y  IL0L6T
sooud 1£-0/61 1V
00°001 ov'8T S6'LI Le'y 0ce (393 09'1L 8r'e L¥e ¥6'T oL S22 oy 39 1224 €96 68-8861
00°001 LL'8C 89°TI £6'¢ L9'8 (1A% eUIL we 97t 06T 9E'L LTe v 10 09y P6EE  88-1861
00001 §L'9Z 1€0t 61y 658 9t STeL sl ore i7e 6TL oLt IS 198 1304 00'pE  L8-9861
00001 60°LT 6L°01 1489 108 STE 167 167 187 [Vird ov'9 £6T 9Ty 179 £8'¢ £80y €861
00°001 88°%C %68 LSS wL 9Tt s seT we £t e S6C 90y £8°C Lyy pEy  8L-LL6I
00°001 S8l 6L 08¢ P9 [412% T8 6l 80°¢ 80’ So'¢ (394 96'¢ $S°S 00y 907¢  vL-CL6l
00001 1¢0¢ we (3% 9’9 £TE 6v'6L e £€TE ¥Ce oy 97 69°¢ sI's wy 8C°0S  €L-TL6T
007001 §9°0Z el's 65y 659 ye'e 6L 9T 88'¢ £6'T Ly 6L°C St 99 wy P8y 1L-0L61
s2oud usund 1y
amt SIVNAIS STUED sjuous SN som
-puadxy IOl PSPOD I ~fxow YSIRY Ppsogm s¥Eg sionposd spnpoif  -msqng
Jwnseoy)  pooj osnup 100 WSy odveqol  pmoY ps98es  soordg 280 7 4sig SO P % sosing  Sjesss)
oL -woN  sopqeing Sumpoly W eng ‘e pooy  -esrg wies mng ‘sunyg I S@ipd WM wsosing Ws[eAR) L

0S-0p dnoxg sp09(g

{ ALNOD) TVENY VIANT-TIV 'S4N0¥0 TNOI( IDFTES AF UNTD ¥3d) SNOLIMOJCE] TNITANTAX ¥INISNOD 91 TTHVL



241

GROWTH, POVERTY AND LEVELS OF LIVING

VOL.7NG. 2

00001 660F vZel 658 LSS 6S€ 1069 1Ty 6LT Li'e yCL LET W Lvs 6LT 7S€E 688861
00001 69°0¢ eIyl 89°L ws Lv'e 1€69 9ty 8:3% 60t 109 ¥TT L6¢ 18 6LT 98yt 88-L861
007001 w8t oL Tl €8 (489 65°E sTIL e 8¢ 00'¢ LO9 L't ocy (A e 9¢'¢E  L89861
00°001 69°1€ Prel £v'6 9¢'S L¥'e 1£'89 Ly'E 88'E €0'E £9°C |34 6L¢ 69°L 68'C [A9%3 €861
00°001 SSEE 6891 L1'8 S¥'S €0'E Sv'99 or'z e 10°¢ oy LT e L 87 269 8L-LL61
00001 ¥SLT 8501 £CL L1'9 $SE ov'TL $9T we 6LT L84 SLT sTe £5L e 0lr bL-€L6]
00001  T98C Wil S9L or9 Ve 8E1L 9T {3104 (A A £SH 65T see L £9°¢ 81°0v  €L-TL6I
0070061 Wor 74 6L 9 £Te 9S°€L 99T 343 LTS [4:34 €8T LS'E 658 LLE Loy IL-OL61
sooud [£-0L61 1V
00°001 St9¢ Ll Ly'8 9TL or'e 8¢9 iLe 00'E L6T 6’9 oce 394 68 80y 8¢'97  68-8861
00°001 ¥T9¢ 86°L1 €9°L YL 8T'E 9L°€9 16€ 987 (<54 £8°9 £T¢ 86V 798 L6E 1697 88-L861
00001 LS¥E 434 658 8S°L sv'e £¥'S9 0s'€ oL Yo'E 689 iLe L8y €56 16'¢ 17LT 189861
00001 95vE 8671 956 0L 86T ¥r's9 ogE 1T 182 609 W0¢ (4194 os'L (443 89°C€ €861
007001 $8°SE 8S°L1 176 86°S 88T ST'v9 6v'T w0e £9°C 88y 99T 95°¢ 9L £33 e 8L-LL6T
007001 [ § 54 6€6 YTL 85°S 68T 68°VL €TT we ST'e (434 85T sU'e ITL SL'E 8Svr  pLEL6T
00°001 sT°LT 9601 %L 1229 80'¢ 187L we 8LT 9Lt (484 Ly 15¢ 6TL 8TY 89’1y  €L-TL6I
00°001 9T vT6 £6L 09 £CE 9S°EL 99T £VE Lre [4: 47 €8¢ LSE 658 LLE Loy 1L-0L61
sooud juanng 1y
2um SINALIG STUeD spuow SN so1m
‘ipuadxy  [MI0], W SPOOD  Jeam -1xow] % ~ys21939q psoqmr s883g sonpoid  S1ONpoid  -NsqQng
pwnsuo)  :pooj  costwyp  oodp wArT  ooseqel qmop wsefer sooidg <A WUy SO N sasind  s[ear) .
o}, -uoN  soqqemq Sumpoly  piond  ‘ueg poog  -aavg S ESng sunid RO 2QipY @AM W SSIn W S[eR)  Kedx

wovntendod aarug :dnoin) opiseq

CAIONOD) TVANY VIANI-TIV ‘Sd1N0d0 FTIOHJ JOT TS Ad (UNID ¥3d) SNOLIYOdOdd RINLANSIXH JHAISNOD) 91 T18V]L



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

242

(‘pwiod)
8L-L161
I3A0
68-8861
ut
(190 32d)
(404t 187 9I't £0°0 SE0 870 1€6 790 190 Sl 0L0 94 95T 90 oco asea1U]
[L-0L6l
13n0
68-8861
w
(192 30d)
LL'ST 656 LLS ¢ro €50 910 8191 ev'l 89°0(-} 80'8 o £€T 50’y ol $6'0 ssea1U]
vSIT 349 £1'E £C0 €51 LSO 0191 0s1 €L0 S¢Sl LSO 8I'l 9€'1 $9'0 958 68-88¢1
0617 6L¢ PO'E 0€0 L8l LSO 1191 oSt 890 651 $S0 Lot €1 SLO £L'8 88-L861
8607 8Ly %67 120 o'l §50 1791 051 890 Sr'l 90 Lrt 51 £6'0 1€8 89861
08°0¢ Ly'S el'e o LS1 $S0 1434 91 690 9¢1 LYO L8O 8C1 £L0 8T8 €861
$8°'81 Sy PET TTo o'l A1) pEYL 8€'1 190 8Tl £Vo 11X} 880 850 9’8 SL-LL6l
1881 w0y - 081 0Z0 SH1 LS0 0841 6v'1 L0 91 £5°0 89°0 S60 $9°0 (43 vL-EL61
181 L6¢ €Lt 910 1<l 850 A4} 6¢°1 9L0 9Tl 90 190 760 9¢0 (4] €L-TL61
€Ll 08¢ 91 0z0 ed ¥$0 €EEl STl v8°0 LTO 6v°0 8L0 L90 wo o8 1L-0L61
sooud [ £-0L61 1V
w6 9LYT 0zl £6'0 e 167 99'99 869 L€ LLS 8T¢€ Y05 69°S 1484 LOIE 688861
v0°s8 $8°¢T Selt 81’1 658 LT oT19 89 £€Te 99 68'T 81°¢C oLy Ty [2: Yk 88-L861
9€'SL SE61 698 SLo £SL 6T 109§ 009 9T 6S'S 8l'e [$:37 1 7AY 990y SPC L8986
€1°8¢ L8CL £LL <L0 08'S 09'1 oz SEr L6'1 16°€ oLt 16T vLT 1$54 81CC £861
8I°CE 6L (17 1S0 18T 160 STYT vy'T LE1 06'1 060 SH'1 STl LET 8SET 8LLL6]
STLT €€ 61T SE0 S0z ¥LO 81T 01'e Lol 6t'1 £8°0 0og'l 801 01 €671 PL-ELEY
06’12 A9 681 10 9Ll 990 1A 081 980 sTH 850 660 98'0 £8°0 1701 €L-TL6]
ULl 08¢ [CA 0T0 wl S0 geel (vAl 80 L0 (32] 8L°0 190 Lo or'g 1L-0L61
saoud walns 1y
Ssjudty
am SIVIARG STuBd -“ysazey SN soim
-ipuadxzg 29 Spoon oM -1xou| 2% 29 so8es 2 s9jqe1 sonporg  swmpoyd  -Tisqng
uns o] osumzp  1004%® WSy oooeqol  [mof -aasg sodg 9% sllgw SO AN ssing spesiD
-0 [0}, pooj-uoN selqemn  Sunpo)d @ iend ‘ued :poo ] Xdng 2 ES S YSL{ TN JIQIpd P AN W SOSInd ¥ S[RaR) may

01-0 :dnoiny ajieQq

NVEI(] VIGNT-TTV :S00¥0 T103( J0F T3S Ad RINLIANEIXH FTNASNCD VYD i A THINO £0 SHIVINILSH "L1 T4V ],



o
x
~N

GROWTI, POVERTY AND LEVELS OF LIVING

VOL. 7NO. 2

("pwioD)

8L-LL61
13nQ
68-8861
n
(U992 12d)
veEL LEE 0T vL0 LTO veo 96'¢ €1 LEO Syl 1s0 10¢C Lyl SE0(-) 20°€(2) aseaIdU]
1.-0L61
Ao
688861
ut
(133 sad)
[N 44 96 00'8 [4AY) $9°0 LTO 98¢l 9Tl €L°0() 98 970 £0'T [/ £6°0() LETC) |swalou]
LL'8CT [4: 92 1344 850 0T 780 €6°0C veT 06’0 62T 980 9L 81T 080 £6'6 63-9861
LY'6T £V 99 £9'0 9¢'T LLO SO'ie 14 S8'0 077 £8°0 8l 1A%4 960 £v01 88-L861
0L'6T 89°L wy £50 88’1 yLo £9'1T vee 060 SI'e 760 €91 [4%4 801 8001 L8-9861
£9°8C 86°L [02: 84 150 L6l oLo $90C o1'c €80 T wo yT1 6T°C 960 8701 €861
1892 69 98¢ 8€0 S6'l €L0 68°61 £6'1 080 06'1 €L0 (AN 6L°1 680 $L01 8L-LL61
866 9L's £8°C Pe0 681 (A 861 weT 880 6Ll Lo e0'l 981 £60 09°01 vLtL6l
88°VC EL'S e €80 061 6L°0 yi61 16'1 ¥6'0 LL1 L0 o'l Lt S80 1701 €L-TL61
6V°€T 9¢'¢ €8T [ §40) L81 SLo £6'L1 0’2 LO'T LT0 080 81l el w1 gz ol 1L-0L61
sooud §/-0L611V
€0"eTl 0e'se 61°LL 8¢C ST 61y ELLS 98°01 8S'Y 1001 00°¢ oL 60'6 IS Y09¢ 68-8861
STSIL LEYE LELT 8v'C ¥8°01 89t 8808 1e6 10v IT6 131787 9L S1'g s 9Tee 88-0861
€L°501 020¢ Test £6'1 L6 £€TE £€6°SL 8¢'6 Lye 67’8 Yo'y 8.9 168 Iy 69°6C L8986!
vo'6L 1672 y8°11 Lt LTL €0 £L98 €79 ev'e 599 97 s8Iy 6y og'e wiLT £861
LY Sy 007T1 o019 88°0 vt 8T1 L9tE 6Lt 6L'1 €8T 0s't LTt €8T e voLL 8L-LL6L
¥9'9¢ wL pre 650 89°C 160 06T 8T (A% [4%4 1t L6'1 e or'l 0191 pL-EL61
166 2% 96'C 9’0 17¢ 060 LEET LyT L0l 9Ll 060 (A% 191 97’1 8L7Cl €L-TL61
6¥'eT 966 394 170 L81 SLO £6°Ll yo'c LO'1 LTO 080 81’1 el w1 sTol 1L-0L6!
saoud uaLmnd 1y
sjuouw
9am SIOIAIDG swed ~ysa1ajay sINN so1m
-tpuadxyg P SPoOn Ieam -1x0] 9 2% so8e1 » so|qe1 SI9NpoL]  sPNpoLy  -nisgng
Jowns =0], oS <100 % ysr] 0028q0 |, o], -anag sooidg -a8ap 583y 9 B[le) AN Sas|ngf sjea13)
-uo) [FI0], :pooj-uoN sojqeing  Sumioly @ [Pnd ‘ued :pood =dng 2 1eS 'SunL]  ysLI MBS QlAIPH W AR W SIS % S[ERID TR A

07-01 :dno1p 3p1eQ

(ALNOD) NVER[] VIANI-TTV :SdNOAD TTOA LOTTIS At (UNTD ¥3d) SNOILIOIOUd TINLIANSIXH dFNNSNOD) “LT 18V L,



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

244

(puo))

8L-LL6T
A0
633861
ul
(uoo xod)
189 9T 91 £L0 S1°0 IT0 SOy LYT 1440 091 Lo 1281 €0't 1o () oseanuy
1L-0L61
J2A0
68-8861
ut
(w2 .83
SY'ic L6 618 LLO 944 900 8611 ¥8°0 19°0(-) we LED €L'T iy 09°0(9 £5z(-)  oseomuy
vEPE 186 LS 060 8TT 060 £57C 8LT £0'1 18T £l 861 so'e 801 L901  68-8861
LEVE 801 86'S 101 +9°C 88°0 $8°ET 65T €60 19°C 1071 SL1 8T 60°1 10711 88-L861
£E0've wé S6'¢ LLO 1Ax4 L3O 11974 e £0'1 96T LO'T 61 pee 171 €5°01 L8-9861
S0ve ¥T 01 [ 780 wy 060 8eT 1394 960 L9t 160 161 vt ol f0°11 £861
size 76’8 61°S L9°0 €T £8°0 €TET o'z 680 67C 060 6¢1 oL SO'1 6511 BL-LL6T
yL'8T 9L'9 9¥'t 344 L0¢ 6L°0 L61T 6TT €60 90T 180 01 1294 vl 6211 vL-€L6l
610t eeL e €50 Lre 160 98°CC LET SOl 81T 060 w1l 9T 901 €C11 €L-T161
8787 €L £43 69°0 sr'e 680 stz v$T (~4 v€0 €0'T 6v'1 68'1 STl 6€T1 10161
sooud 170261 v
8SY'Lvl 69°cy 4 NAA e 00°¢l €9y 6L°€01 16C1 9T¢ rara [Se] wse €Lzt %9 PL8E 68-8861
10°5€1 09ty 67T 86t T [44 17T 6111 (444 1601 1es N2 L3801 w9 elce 98-1861
61°€T1 LLLE L1°0T 8L'T 011 6L'€E ss 8501 96°¢ 88°6 e 00'8 PeLL Ies (X8 L89861
LE'P6 61°6T 1231 £8°C 61'8 £9C 8¢£'C9 ¢SL €LT 699 [4 %2 LO'S €59 S8E 99'6T €861
SLYS 6v°S1 61'8 sS1 Lcy Lyl 9T6¢ £y 00T e L1 [£.44 9%’ 8T 0981 8L-LL6T
00’1y S6'8 oy 6L°0 €6'C wi 90°Ce €TE rl e LT1 87T 99T £9°1 €Lt PLEL6T
119¢ g8 oy £L0 £6T 0’1 SLLT LO'E ozt L'z pI'l C6'1 JA A LS1 61°p1 €L-TL6T
87'8¢C elL e 690 4 680 SUiT 124 wl reo t0'l 6’1 68l YA 6811 1L-0L61
saoud wouno 1y
s
smm S90IAIRS swed -ysa10joy sInN sa1m
-puadxy ® SPooD) reom -IX0W] 2 % 981 29 so[qel S1NPoL]  SVNPoL]  -nNsqng
Iowns Eo], oSt R 1004 % jliriel 0J2BqOJ, [e10], -aa9g sao1dg -a30A s33gw Hife} AN sas|ng S[B219))
-uoj Mo}, poojuON SAqEmQ  Fumpol) @ 1end “aeg :pooy mng WUES  SuNn] USRI JAIPY WO B SeSINg pseer) 1oy

0€-0¢ dno1p sp2e(

(LNOD) NVRI[] VIAN-TTV 'SdNCH0 TUF(Q LOTTES Ad UNID d3d) SNOLLIOCIOYU] RINLIANIIXH dINISNOD LT HT8V ]



245

GROWTH, POVERTY AND LEVELS OF LIVING

VOL.7NO. 2

(pmoDy)
8L-LL6Y
1370
68-8861
ui
{1135 13d)
LT'g Wy 0TE €60 oro 81°0 9L¢ €l £€0 Se'l 1840) 107 W01 <00 pLY(-)  9seasou]
1L0L61
IDA0
68-3861
ut
(2o 1ady
SOvZ 2611 0901 660 £5°0 $0°0(-) L0°Z1 01 12°00) 298 7200 88l TH poo(-) () eseanoul
£8'6¢ 9yl L9L YA £ST 101 LELT 153 801 81'E (441 LET L8'E w1 [AN§ 688861
S0'6E 9LTl sV'L 61 68T 660 092 00'€ 70’1 00°E 4% 10T TS€ A €11 88-L861
IA44 [4:yAS 14 %] Tl LET 60°1 S9°LT 80°¢ STt PO'E €71 67C wh 6¢°1 9011 L8-9861
iy PEEl Sv'8 91 95T L0'T 8087 Si'e 601 8T¢€ £r'1 161 6vy g1 101t £861
78'9¢ 7801 6v'9 160 6v'T $6'0 86°$T 78T 960 89T Lot €91 0SE ot €1'TL 8LLL6I
1S SL'8 YUY 690 veT 860 9LST £8°C 901 95T 001 8vl 8¢ 91 LT pLEL6T
S1'ZE 6L ory 090 LzT 960 €TYT ST 60'1 yET L6O wi 10°¢ er'l 1 €LTL6l
e 19'8 9aTY $6°0 6£T £0'1 6VET 86T €1 o 1z Ll 1ST ori 1611 1LDL61
soouid [£-0L61 1V
T60L1 oLy £6'67 9I's vl 0Ts £T9l1 8¢'S1 15§ 98¢l 9L orot £1°91 1%L 9g0y 688861
L6EST £€°1S 06'LT LS yZ €l wy ¥9°201 P6TL (324 Sl 86°C oL6 el 169 1€9¢ 881861
9L 91 8687 19°L2 ov'dy €T YLy 6L°L6 9¢Cl wy €Lt L09 ¥$'6 (11591 LOS 0978 L89861
8y Il eLLE $8°0T X4 e £1°¢ SL9L LE6 ore TT8 STy 179 996 1Sy PEIE £861
0LT9 0881 vz ol e LLY L9'T 06'cy L6V s1'T 66€ 12T rAX3 S6'y $8'T ov'6l  8L-LL6L
168t L1 LLS 1Tt rAN LTI veLE 66'¢ 651 £0°E 8¢C1 £8'7 we LET €981  vL-ELE!
6£8¢ 06 Lyy £8°0 $9'C 60'1 SE6T 0gE ¥T1 €T £TI e 18C 89°T 99Vl €LTL6I
[§4r43 198 9Ty ¥6°0 6T £0'1 6T 86T i€t 1v0 1Tl Lt 15 ov'l 1611 1L-0L61
sooud Juaing 1y
sjusw
om SIJ1AIDG SRy -Ysa13]ay SINN saIm
-1puadxy 2 spoon Team -1xojuj % 2 sode1 29 s9l|qe spnpoLf  swnpoid -nsqng
owns ™ol ostw 29 -100] 2% e ooeqo] 0] -aa0g soordg 0807 s383 % S[IO AT sosiad S|eAI))
-uo) [mo], :pooj-uoN solqemd Sumpoy @ ieng ‘reg :pood m8ng P 1S SnL USKITRON 21QIpF PN @ Sind 2 S[e) NN

ot-0g dnoip ap»g

(ALNOD) NVER[} VIANI-TTV SINOND FTDEJ IDFTIS Af (INFD ¥ad) SNOLLMOJON] TINLIANAIX T ¥IWNSNOD) ‘L1 T1EVL



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

246

('pmoD)
8L-LL6t
2340
6%-8861
ut
(uao 1d)
80'6 (349 LOE $6'1 0'0() Yo £9'¢ 61’1 %0 £Vl 6v0 89'1 €L0 W0 17} aswany
1£0L61
3PA0
63-38561
u
€'ST 69°€1 €0°11 86T 610 600 pLTT L0 T5°0() 8L'8 800 6C1 68t ol 907 ?83355&
06'Sy 9¥°S1 6£6 60T LT Tl boe |L'E Tt oL'e [A Y 8ST Ly 9t 1221 68-8861
1894 98°ST 196 06’1 6l't ST1 0e'6T 6v'e 149! £CE 6Tl 134 wy 9 [4Ae 81 88-L861
26’8V 1791 0z ot 61T £LT 61 LSTE 08¢ LTt LLE £9°1 LLT LLS 091 9611 L39861
SI'vy 911 LE6 8y’ 99°C k44 €667 65°€ (A9 IsE el 0T T6'Y 8¢l 6Tl £861
80Ty LUEL 60'8 (t 9LT o'l 06'8C $TE £0°1 60'¢ 9Ty 88'1 10 veL 1921 811261
I8'LE 96'6 (439 980 1434 ot 98°LT 8T'¢ 60'1 £8°C el't £9°1 68t 91 St PL-EL6E
160y wil 6£9 60°'1 SL'T 611 6¥°67 iS¢ 171 e 6T1 881 [£94 0y'1 L5l €L-TL6T
659¢ SY'01 SES (44} L9T 171 148°/4 §37 6¢1 80 'l 1z 6T¢€ £C1 6£°TL 1L-0L61
sooud 1/-0L61 WV
orL61 vT'LY 79'9¢ 09'8 £9°S1 8¢9 16'621 6SLL 148°] €191 058 00’11 v9°61 898 YCTP  68-9861
§9'8LY £VE9 $8°S¢ SvL Sovl 6v'S [rA A 80°S1 8€S LYY 089 8T 9891 LyL 6€LE 831861
SE8LI 1779 097t 6L LOPI 9¢ yIoll £CS1 06'v LSYT 80'8 (AN 1961 669 YTCE  £8-9861
16171 YTV 11€T Lo's 086 9TE 1908 L001 0Te 648 Wy 6L9 8501 Y SUray £861
1L 9872 8Ll v6Z 6TS 981 8L'8Y 8L'S 1€z 19v 197 [4: 3 ¥T9 LIE vooT  BL-LL6Y
s 81El L9 1S1 09¢ S S (4 8y Yo'l see 8L1 e Iy €17 Se'6l bLgL6l
058y SO°El L6'9 | £54 1T€ 91 SY'SE 1274 3 60t €91 8LT 1Ty 807 pLst £1-2L61
65°9¢ Syo1 SE'S 71 19 171 vi-9z 1§°€ 6€1 810 faa! e 6TE €51 68Tt 10461
saoud usund 1y
susw
am SIVIALG SHed -Ysarnjay SIN soim
-1puodxgy pspoon  mom -ixow[ 7 7 soBe1 % s9|qE1 SINPOY  SIRPOY  -nsqng
Pmns Te10] costw 2y 004 %P iy 090eqO L oL -aa3g somdg 9% s38g » SO M s35|ng S[BRII)
-u0)) [#10], ‘pooj-uoN So[qem(  SUmO) % PNy ‘wed pood  mBng  pies  SunL]  USLI SN SIQIPH W AN @ SSING 2 spead mox

05-0v :dno1p o

CLNGD) NVESN VIGN-TTV 'SdN0¥D FTDIA IDTTIS A8 (INTD ¥ad) SNOLLNOJOS] THNLIANAIXT WHNASNOD L1 MV



247

GROWTH, POVERTY AND LEVELS OF LIVING

VOL. 7NO.2

8L-LL6Y
1340
68-3861
ut
(30 13d)
9’9 09y 9TT (144 €200 60°0 98'1 90 £T0 060 LEO 1581 60°0(-} 100 1§°1(-)  Iseosdyy
L0461
a0
68-8861
u
(w20 13d)
981 98°S1 yrel £6'C £1°0() 6£°00) 097 LE1() o) e £1°0() o'l 99T Se0(?) 9TI(7)  sERny
19709 61°LT 60°81 IS4 80°¢ 8¢°T [44% 8TS LTl €9v €8'1 96T (44 vl 851t 68-8861
ST'€9 01°8¢C L8581 1€y S9'€ Lel 90°6¢ 9C'¢ wt o'y 891 vt jyAY os't LUt 88-1861
L YASY 0v'6C (YA 8Ly 96'C 3! [A: 28 0TS (44 wy L81 L8C L89 €91 Sl 189861
10779 8¢9¢ SLLY Ly 80t Lel y9°St el €Tl 154 [CA! 9¢'C SOL 148 90Tl £861
08°8S 8t'vT 9L91 61°¢ we (2 (A% 2% 06’y (A oty 191 61°C LYo S 9t 8L-LL61
€608 9TLL 6L01 90T 00 JS A 99°¢e 9Ts 91’1 1231 ¥S1 pe'1 EL'S st 6971 pL-EL6Y
L6ES £9'61 el 09'C 90t €Sl [2%% (129 LTl Loy vl LOT ‘eE9 97l Wi £L-TL6L
£8°CS 1881 8601 ore sI'e 85’1 POVE 009 6v'1 se'e 06'1 $ 44 10°S 91 LA 1L-0L61
soond 1£-0L61 1V
£8°99C £ 948! LSoL £1°61 8S°LY 90°L 6v°ZS1 pSve LYS £€20C 6501 1971 vL9T 676 w0Ty 68-8861
£6'6VT 81°011 vT69 69°L1 L9t £6°9 SL6EL 89°7C 8L'S 6¢61 s8'8 £Tel £8'ET '8 SeLE 88-1861
SE9EL 9¢L01 L989 LTLL 9T ¢l 91’9 6681 580T 60°S 80°LL §T6 S6°11 rA% x4 ere (A% 43 £8-9861
Eraval 67 EL 08’y (44} 9¢11 oy L696 TSt Is°e €911 w6's v6'L S1°61 6TS 6TLL £861
00°001 €Ty SH'oT Le'L L9 ve'T LyLS £9'8 (S 94 119 £e'e vy 916 £yt 0007 84-L161
LLOL ¥8°CC elel £9°¢ STy €81 oLy 842 EL’l 1424 €T oL'e 059 9t 9T 61 vieLst
£EeY 67'TC Lsel 09t LSE SL'1 v8ov oL 124 1484 0T LO'E [£39 9T SO'ST €L-TL6t
$8°'Z¢ 1881 8601 or'e cre 8C'1 $0'vE 009 6v'1 ee 061 134 10°C 'l L7 Al 1L-0L61
saoud wouno 1y
SjuIt
am SIDIAIIG sied -yso1a)oy SIN sny
-tpuadxyy 2 spoony eI -1x0W] % 2 sades % so|qer spnpol]  SPRpOLd  -nsqng
1owns =107, OSIULP 100 %P pUY:1is osdeqO], o], -anag soordg 28 s38q 9 100} AW sosing sjes))
-uo) [er0], :pooj-uoN sdjqemnd  Sumpol) W Ieng ‘ued :pood relng PR SUNL] USLTRIN  21QIPT WA @ SB/IR @ SIBR) raj

uonejndod smug

CATONODY NV VIANI-TTV ‘SdNO¥D TNDAC JOT IS A8 (NI Hid) SNOLLYOJONS BENUIANSSX T YIWNSNOD "L 19V



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

248

('pwe))
00001 6T'ST ISyl S0l 60°L £9°C ILvL 96'9 LEE 6I'L €9'C 0s'¢ vE9 10'€ U6E 68-8861
0001 ¥t 68'¢l LTl §'8 9T 9CEL 989 e STL 0se 68’y £9°C 329 88'6¢ 88-2961
00001 . 9L'TT 12Tl 860 969 197 vTLL El'L 74% 069 90'€ 9¢'¢ SEL wy 856 L8-9861
00001 679 £0'St S0l 9L €97 ILEL 'L £e'e 0cL $T'T o'y €19 05'€ 2968 €861
00°001 SOV or'tl LT'1 UL £LT S6'CL EEL £T¢ 9L9 62T LLE 19y 80°€ €8Py 8L-LL6Y
007001 SE1T $C'6 90t |72 €0'€ Co'8L i6L 6L'¢€ 699 182 £9°¢ 90°S LY'E 6TSy  VL-EL6L
007001 88°1T 129] $8'0 8 8I'E (4572 19L 8Ty $6'9 (454 69°€ or's LOE 6Py EL-TLGL
00°001 177 8Y'6 611 6£8 SI'e 6L°LL £eL (434 L6'0 88°C 8y 16'€ 1Ty 10°6¥ 1,-0L61
saoud 1£-0L61 1V
00°001 60°LT Peel w01 129 81°E 167L L 90y ovL 8C°€ 1139 79 X4 86'¢€ 688861
00°001 0'8C peel 6¢'1 otol 17°¢ 96'1L oL 08¢ 08'L ov'e 609 39y L&Y 9LTE 88-2861
00°001 89°CC €SIl 66'0 666 L1'E (A% 72 96'L 141 WL wy 24 S69 6€°¢C 8HZE £8-9861
00°001 0¢LT 6T°¢€1 6T LE6 SLT oLTL 6L 6t'¢ L9 4 00'¢ Ly £ p18¢ £861
00001 99T 67’11 8¢t [ €8T 8€°CL LSL LTy 16¢€ 6L'C 6P 88'¢ LTY Wy BLLL6L
00°001 £9°61 <08 61 9C'L wt LE'08 wi £6'¢ 8'e 90°¢ o8y L6E LLE €9y PL-EL6]
00001 907 98 860 '8 00'¢ 9L6L (44 £6¢ [4RY e (94 ¥6'€ LLE 19'9¢ €2-7161
00001 172t 8’6 6l 6£8 91°¢ 6L°LL eeL <34 L60 88'C 8P 16°¢ 1Z¥ 106y “1L-0.61
saoud wound 1y
suaw
2un SIDINIDG sjued -yso10jay sINN . sam
-1puadxy % SpooH) Ieam -1X01M] 29 » safe1 2 saqen S1ONpoLf  swnpoid -nsqng
nowns B0}, oSy 100 % W] 0308qO], oL -9A3g sa01dg 9% s3dgy SHO AN sasind S[E313))
-uo)) [0, :pooj-uoN s3jqeng  Sumpoy % PN ‘ued poog =g P UES Sl Ysk{ TN SIQIPH WA B SN W S[BAIRD Tea )l

01-0 dnoip speg

NV VIANI-TTV SdNOYD FTDH LOFTTES A8 (LNED ¥id) SNOLLIOIOU] SANLIANSIXH J8NISNOD) 8T 18V L



249

GROWTH, POVERTY AND LEVELS OF LIVING

VOL. 7NO. 2

(-pwoD)
007001 61°LT TeSt 10T 0L 8T 18'7L zre 1re LE'L 00 cLe 8C'L wN.N 1Sve 68-8861
00°001 65°8C 18°S1 v1'e 708 9T 1L zeL 88'C LY'L 087 €0’ sTL LZE 8¢'CE 88-L861
00°001 0797 (449} 81 €59 [x9rd o8'eL 86'L 90'¢ £eL 0Z¢ 9¢'¢ 98 L9'¢ SEPE 189861
007001 88°LT 9L'91 8Ll 689 9 4 L €L 86'C SL'L 0sZ 1294 66'L e 06°CE £861
007001 18°6T vl wi oTL e 61'vL 81°L LET ors 107 (]84 L99 €ee 900 8L-LL6T
007001 1§°2T POl 1e1 6L LT 6v°LL 88'L e 669 9L'T o'y 6TL £€9°¢ op'lp yL-€L61
00°001 s0'eT 7601 el €L 1 S6'9L Lo°L (143 (493 98¢ (4874 €69 ive [ R84 €L-TL61
00°001 S9¢C 9L°01 vl S6'L ITe SE9L 898 1224 (4 M} Iv'e 10§ LSS 484 SOty 1L0L61
sooud 1/-0L61 1V
00001 69°8T L6E] €6'1 8¢6 Iv'e 1e°1L £8°8 e p1'8 Loy ws 6¢'L Sty 0£'6T 68-8861
00001 86T LOSt sUe 184 61t 81°0L 80'8 8t'e 66'L 8L'E 179 LOL oLy 98°8C 88-L861
00°001 96°8C 6v'v1 81 616 So'¢ il 188 8Ct V8L 6EY |34 118 Sy 80'8T L8-9861
007001 9L'8C L8Vl 61T eré 86T VTIL 8L SO L69 6TE STS LU9 ey SSve €861
007001 LT9T 9ttt £6'1 81'8 187 eLelL evL Z6'¢ 1T9. 6C¢ L6V ¢SS 3204 yLLE 8L-LL61
00'001 0807 8¢6 191 1eL 0sC 0T6L SLL 65¢ LL'S €0'e 8€'S Ls L6E £6°eY YL-EL61
00001 98'1C 166 13 ov'L 00'¢ 14% 72 1Y4 ] 8S°¢E '8%°S 10¢ 80°S 68'S 1Ty pLTY €L-TL61
007001 $9°¢C 9L°01 vl S6°L 1T¢ SE9L 898 1224 149! ive 10°s LSS PEY soey 1L-0L61
sooud uauno 1y
sluow
am SIS sjued -Usamly SInN saim
Av:&xm % Spoos) Jeom -1xow] % ¥ so8es ¥ sIjqe1 SPVNpoLd  Sswnpold -nsqng
Jowms e, ~JSIWL 29 1004 % y3r 000eqo ], feoL -aA3g saoidg -23oA s38g » Eitle] AW sasing S[BIII)
-uoD [0}, pooj-uoN sagemg  Jumpoid @ PN ‘e g :poo,y ming 14eg sunty  USLI RO AP P NN P SISIRd P S[eAD Teap

02-01 dnoxp a1r9Qg

(CQINOD) NVRI[] VIONI-TTY *SdN0HO THDA( LOTTHS A€ (NED i) SNOLLIOOU] TANUGNTIXH dINNSNOD) 8T TTEV],



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

250

('pwo))
00°001 9687 1991 €97 £9'9 £9°7 priL 80'8 00°E 81'8 6CE 9L'S. 068 ST'E 80'IE  68-8861
00°001 19°0€ 6€°LI $6'C 69°L LST 6€°69 SSL wue 65°L €6 60°S 6C8 81 vOTE 881861
00°001 26°87 WLl 977 879 96T wiL SLL w0¢ L SI°g $9°6 786 Lse. v608  L8-9861
00°001 L0°0E 6v'81 W %9 97 £6'69 L 4 XA SRL 19T £y 68 8CE £5°T¢ £861
00°001 [IA¥4 S1°91 807 769 657 STTL VL 9L'T yI'L 187 1€y LY8 97¢ £09€  8LLL6I
00°001 £5°€T 0T LSt oTL €LT LYOL 86°L €€ LU 187 LY I8 9t 8T6E  vL-EL6l
00°001 LTve FANAl L1 61°L we eLCL 98'L 6¥'¢ £CL 00¢ 9e'y 9.8 05t £CLE £L-TL61
00°001 ST 90°Z1 £ 09°L AN 8LYL 26’8 cy w £9°¢ 9T's 29°9 1347 LTOr  1L0L61
soond 12-0261 W
0000t 7967 S161 T 188 1241 8€°0L SL'8 LS €8 by LS £9°8 69 LT9T  68-8861
00°001 [S9 {3 1591 56T 86’8 e Sv'89 678 LTE 808 v6'E 979 S0'8 97 W9 88-L861°
00°001 99°0¢ L£91 97T S6'8 20°€ vE'69 658 we 708 Iy 6v'9 1T6 {37 61ST 189861
00°001 L8°0€ £v'91 66'C 99'8 81T €169 96°L 68T L ISE 9¢'S 069 Loy 9E'IE £861
00°001 678 L6l €87 08'L 697 I L §9°¢ vT9 e 1§ YO'L €Sy 96'€E  8L-LL6]
0000l Z®IZ  STOL €6 SUL 6YT  8IBL  88L  LVE  ¥6S  60E LSS 89 L6E  8LIp  bLEL6]
00001 b€z €211 WT WL 88T  9%9L 0GB 1€ 009 Lf o¥S 89 SEv  6T6E  ELTLEI
00001 ZZST 90N €T 09'L £1'¢ 8LL 868 1€y w1 £9°¢ L TALS 899 £y LToy  1L-0L61
sosud wonno 1y
sjuw
am SI0NAKIG swres -ysorpy sy som
oﬂEﬂQKm 7 SpooH) Jeom -1xowg 29 » safes 2 s9Iqen SNPoLd  S19NpoLy -nsqng
Joums mol  cosimy  d004® W] 0d%qol w0, on0g  soidg -o%p  s38gy  spo AW s®sInd  spear)
-Uo)) [RI10], :pooj-uoN sdjqem Sumpoy @ end ‘e :poog m3ng PSS SUNL]  YSLIOW SIQIPH  WOANN B SHIng 3 S[E) E23
0c-07 dro1g ai%aq

(QLNOD) NVE[] VIANI-TTY :Sd0d0 TFIOIJ LOFTES Ad (INED ¥ad) SNOLLEOJON] TINLIANSIX T HHNNSNOD) "8t T19V.]L



GROWTH, POVERTY AND LEVELS OF LIVING

VOL.7 NO.2

('pmeQ)

00001 6CiE 9T6T ste vE9 $ST 1489 1c8 e L6L 90°€ $6°S we Loe LT 6878861
00001 997¢ 9161 LS 6€L ¥ST vELY 89°L 9T 69°L 167 1489 106 ST'E vI'6C  88-L861
00001 . L9TE  TIOT 10¢ 98§ 89°C £E'89 19°L . €8T 0s'L £0'¢ L9s 60 EV'E €€LT L8986l
00001  0TTE  6£0T S0t Lr9 65T 08'L9 19L £9°¢ €6°L 174 19y $8°G: 91'g L(T8T £861
00001  EV6T £9°L1 Lve 9L9 LST LSOL 9L 09T LTL 06C £V 056 Lce €67 8LLL6
00001 9gsT  pLEl 661 6L9 P8T 9L 178 80°¢ Wi 16T ogy 156 e LSSE  yLELGL
00001  €9vT LTI 9%'1 90'L 16T SESL £6°L or'e LeL we ey 956 (433 w9 LTt
00001 €897  8TEl (4Y4 VL 0Tt LVEL 8T6 Loy Lt BLE 139 8L SEY orLe  ILOL6l
sooud §£-0L61 1V
0000l  007TE 1Ll wt £v's Ho'e 0089 006 e 18 £y 16 vv'6 LSy 1967 688861
00001  pEEE (A1 $'¢ 098 L0°€ 9999 0v'8 A3 SI'g 68°€ 0£9 s 6v'p 8CE€T 8871861
00001 LEEE 18°81 00°€ €8 £TE £9'99 (44} 10°€ 66L €y 059 ot vy 1722 L8-9861
00001 9676 0T8I 8L'¢ £78 vL'T P0'L9 81'8 0LT 81°L 33 09°s '8 v6°E LELT £861
00001 866  ¥E9I 9¢'E 9L 197 0oL €6L 143 9¢9 £5€ (143 06'L vSy YOl 8LLL6I
0000L  99'ET  O%'TI Lve 6L'9 09T pEOL 918 st 0z9 £7€ 6L'S 19L £0'P 608¢  PL-EL6I
00001  §€T  POIT 91T 069 8T SYoL 098 €Te 0’9 0z 0SS wL 8y 618 ELTL6I
00001  €89T  STEL T evL 0z LIEL 8T6 L0y LT1 L€ (59 1%L ey orLE  LLOL6I
sooud wonno 1y
syusul
2am SIDIALIDG . StuBo -Ysa19)oy siN soym
-puadxyg 2% SpooD Ieom -IXOW] % % safes % sa|qel sonpold  S1vNposd -nsgng
pwns  qmol  osiwyp  004% W3] ooveqol e -oaag  saoldg %A s3Egy S0 MWW ssing seaR)
-Uo)) [e10], pooj-uoN sIjgem(]  Fumpol) 7 fenyg ued :poog mIng @IS SWAL] USL{WOW  QQPH B AN W SSId S[E) m3h
0p-0¢ dnoo opixda

CALNOD) NVEH() VIANI-TTVY :SdNO¥D TTDI( LOTTES A (N u3d) SNOLLNOJON] TANUANIIXH YINNSNOD "81 J18V.L



APRIL-JUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

252

(-pwmoD)
00°001 89°€E [S 4174 9Cy L6'S 1.7 €9 1 ZA] 79T co'8 0z¢ £9°¢C LZ01 96'C SR YA 68-8861
00'001 Zrse 6Z1T (\ra LOL Nord 289 L 6T WL 987 LTS 6L'6 0t 96'C7  8%-L861
00°001 IS€E €8°0C L'y LSS €97 6¥'99 SLL 66T oLl £€ee co'¢ 6L°11 rAS [§4 74 L8-9861
00°001 11°€€ 121¢ vEE 209 £6'T 6899 LyL (24 96°L 9.C LS'Y STt e L €861
00°001 1€°1¢ ¥T61 0€ <9 [¢lrd 6989 0L W seL 00°¢ oty LY0l1 61'¢ L6'6T 8L-LL61
00001  VE9Z 65Vl 8T we ot 9EL '8 68 6v'L 66T 1€y 8201 09°C  OL'EE  bL-€L6I
00001  T6LT  €9SI 19T w9 167 80TL 858 L6T 9L I'e 65y Wt e ELOE  EL-TL6
007001 9¢°8C 971 £€E of'L 1€e vIL 656 [ €1 ECEY LS 668 s8I’y 98'¢€E 1L-0L61
sooud 1L-0L61 1V
00°001 1384 LS81 o'y £€6°L YT¢e 6859 76’8 17e 818 ey 8¢C°¢C 96'6 (a4 wie 68-8861
00001 168 L0°0T L'y oT's LOE ¥V ¥9 w8 10¢ LT8 18°¢ €9 6. [Ya4 £6'0C 88-1.861
00°001 3.4 ov61 244 68°L SU'E 159 14% ] LT L [ X9 9%'9 001t ({39 9L'61 £8-9861
00°001 £8°¢E 96'81 184 w08 L9 LG9 oT8 9T L 99°¢ LSS 89'8 68°¢ 6297 €861
00001 16'1¢ €341 oty 8€°L 05T 60°89 LO8 £TE [34Y o' £€°¢ 1.8 vy (Y414 8L-LL61
00001 LYYT JASrAY |24 L9 €T EE'SL 8¢'8 LOE LT9 £ee [A:2Y ST'8 66'€ [4AS PL-EL61
00°001 06'9C LEPT e 199 08¢ ol°€EL 9¢'6 $87 8¢ SEE yLS 89°8 8TV SY'TE ELTL6
00°001 9¢'87 (L a4t £€°E oE'L 1ce 1L 656 08t FAM b6'E LL'S 66'8 81y 98¢t [L-0L61
sooud wesmno 1y
suow
[ SIVIARG SRED ~ys219j2y SN somt
._vﬁoaxw 2 Spoosy Jeom -TXOWY 29 2 sofes ¥ s3|qel SIONpoL]  S1™Npold -nsqng
nwms oL ST P 3004 % iy 00YBQOL =mog, -oa0g saoidg -a%A s33gp SIID N sasjng sjean)
-u07y frI0] pooj-uoN  sdjqem@  Sumoly W eng ‘uegd pOC Tedng »1ES SUNL]  YSLI TR - SIQIP PPN W SIsing 9 s|EaR) LS
05-0y dnoin aqeQ

(QLNOD) NVHE[] VIAN-TTV *SdN0d) TI0E(] JOTTES Ag UNTD Hid) SNOLLEOJIOA] TANLIONSIXH FNISNOD 81 F18V ],



253

GROWTH, POVERTY AND LEVELS OF LIVING

VOL 7NO.2

00°001 VEY 68'8C evL w6y oce LS9S £ve 0T ov'L 6T ELY <701 (A4 681 68-8861
00°001 6r vy 1¥'6C PIL s Lre 1SS z€8 ¥6'1 SEL 99T PEY 06'6 8¢ r981 88-861
00°001 80°sY 143 ECL 1394 Lre T6'vS L6L [/ 14 8L9 98T 1y £5°01 0s'T c8'Ll 1879861
007001 jayray 79'8C £L9 L6V 17T LY'LS LTS8 661 6¥'L 19T 18°€ LETT YT St6l £861
00001 iy 058C ws Lv'S §TT 9€'8S £€'8 €61 869 vLT ELE 0011 Ly 611 8L-LL61
00001 06'te 61'1C S8 68§ Lee 01’99 £€°01 LTT vSL £0°E I8¢ ST 96T 16%C vL-EL6T
007001 8€°9¢ 90°¢T gy LyS ¥8T 99 L1001 §€T ySL £0°E y8'€ Ll oLt LTTT €L-TL61
00°001 65°CE 8L0C L8S 96'S 66T 9 [ 87 9 09°¢ 9SY m/v.o or'e 91°€T 1L0L61
sooud 1£-0261 1V
007001 8Ty $H'9T LYL 659 9T SI'LS 0T6 we 8CL L6'E €LY 2001 8yt 5LS1 68-8861
00°001 80'pY oLLT 80°L 699 19°C 26'SS LO6 [ oyd oL'L 1232 6T¢ €56 8E'E WSt 88-L861
00'001 sy S0°6T €L 9’9 19°C 8SVS 78’8 ST €TL 16¢ 90'S L86 we (494! L8-9861
00°001 ey 0L'ST ov'8 99'9 %4 6895 6’8 90T 789 Lv'e 99y 688 ore 6’81 £861
00°001 £ETY SY'9T LEL LI9 vET L9'LS €98 $ST e £€E 124 91’6 243 0002  8L-LL6}
00001 LTTE 991! grs 109 65T EL'LY Lot T wo (249 £TS 816 £EE 1717 YLEL6I
00001 1$°¢¢ (3414 89°¢ 'S LT 6v'v9 | FA S LTT 369 LTE [$:24 £EE6 IvE OL'€T  EL-TL6Y
007001 65°St 8L0T L8'S 96'S 66T rv9 SEll [£.x4 ve9 09°g 154 8v'6 or'e S1'€Z 1L-0L61
sooud uaund 1y
SuRIE
2 s991AI08 sweo -ysa1a)oy sy ’ $aIm
-tpuadxgy 2 Spo0D  mom -Ixowy % 2 sodu1 2 s3iqe1 SINPOL]  SOAPOL]  -Asqng
wns 1MoL oSl 1004 wiry 0008q0 ], [e0], -aneg saoidg 93N s#8g Liie) AN sasyng s[ear))
-UoD) [B10], :pooj-UON saiqend  Sumpol) W Ny wdq poog x8ng »ES SHRL  YSLf TN O[PH WIARIN W SSId ¥ 58910 4
uvorrepndod armug

CQIONOD) NVHRI[] VIANI-T1V :SINOYD) TR0 JOTTIS A9 UNDD ¥ad) SNOLLYOJO U THAUANEIX ] HTWASNOD 8T F1dV.L



APRILJUNE 1995

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

254

SIGBIIEAR 0N = “V"N HON

VN LOO VN 0’0 VN £0°0 VN 100 W'N 100 VN 100 GOsuo gz
w00 'V'N 00 “V'N 100 VN 100 ‘V'N 100 ‘V'N 100 VN @snyo)iny  py
0£0 €51 870 960 €T0 Y0 0 €E0 610 LT0 y1°0 610 G)ours)mog ¢z
100 ‘V'N 100 ‘V'N 100 'V'N 10°0 ‘V'N 100 'V'N 000 ‘'V'N {8x) wespuwyy e
150 170 6£0 10 £€0 oro LTO LO'0 o $00 €10 €00 (8x) peskio-m8ng 17
VN 160 VN LyO ‘V'N ye0 VN 170 'V'N €10 ‘V'N 110 (ou)wupwey o7
29'0 VN 9’0 VN 8€0 VN €0 ‘V'N vTo VN SIo VN Gy 4
o1'1 ¥9'0 €'l 49} 601 750 €0'1 (4] 880 $C0 £9'0 81’0 @ omog gy
S1°0 120 #1°0 170 rAN] 810 o1'0 cro 600 o 900 800 GOyt 4
750 £T0 sE0 810 670 €10 €70 60'0 91°0 90°0 20'0 00 (ou)s$%g  of
010 y1°0 800 LO0 LOO LOO L0'0 100 900 SO0 £€0'0 €00 G ¢
o010 VN oro VN 01’0 VN 1o VN rAY) VN o VN (33} (o) spodiqpy
LO0 VN LOO VN 900 VN 90'0 ‘V'N $0°0 ‘V'N SO0 VN (M) 1o possadey ¢y
VN £0°0 “V'N 700 VN 00 VN 200 VN 1o VN 100 Ao dpdun 7y
Y00 VN v0'0 VN 00 VN 00 VN €00 VN wo VN G powey 1y
100 100 000 100 000 600 000 100 000 100 000 100 (31 pomuon) i
60°0 80'0 LO0 LOO 90°0 100 - 900 00 <)) 00 £00 wWo (3% powupunary 5
1o 010 o 600 e 600 o010 100 600 00 00 0£0 @Gppopmsny g

B0 00 00 100 100 100 100 100 100 100 000 100 (3%) nedsewey
€T¢ €9t s1'T SOt £91 68°0 971 90 ¥60 6€0 90 7o (U CLL TR |
+8'0 0s'1 8L°0 LE1 ZL0 671 99°0 vI'l 090 €60 9p'0 890 (Bmsspg ¢
pEP1 SS'LI Iyl €861 c6€l $9'61 op'cl 884l €971 et 2L01 Wil (3} s mo],
96T €19 YT €56 . 157 c9'¢ €97 L6S €87 Lo LOE 39 (3 spasaa aswo) ¢
vy 9T 95y 6.1 1197 [N Sy 151 v8'e ST €y 20 @waym ¢

7 8L'8 LEL 058 AW 978 899 ovL 96°¢ 68°S 8CY. ey Epot 1

88-L861 . T9-1961 88-L861 T9-1961  88-L861 T9-1961 88-L861 T9-I961 88-L861 T9-1961 88-L861 791961 Anpoususoyy

: on
001-0 0S-0% ov0¢ 0£-0T 0z-0t 01-0 dnoapapeg 8

TVENY VIANIZTTV $88-L861 GNV 29-196T YOd SINOYD TEDF( IOTTIS A8 SWHL] LIOTTAS 40 HINOW Wid VAV ¥3d GEBNNSNCD SILLLINVAD 4O STLVINLLST "61 18V



255

GROWTH, POVERTY AND LEVELS OF LIVING

VOL.7NO. 2

00°LE 00°LS 00680 o0'LT 0079 00177 0010
90t SE'ES 17" Ti61 Ly £€°6S €S 1112 05-0p
6°8C 6’18 611981 00’6l 00°¢¢ 00°7661 040t
00°vC 00°8Y 00vTLT LyL 95°Cs 98°LY81 00T
0T0T SUSYy 628851 et o8t 08°1891 0z-01
129 2! bI'8€ 9/ 1¢€1 YA R [4Y 1% 1£°9¢¢1 010
(wB) 1eg (-w3) uimoyg {‘[e0) 310D (ws) 18 (w3) urzion] (‘[e2) auoE)
eqin) ey dnoad apioaq
VIANI-TTV €861 ¥0d SANOVD FUOA( LOTTES X WHI( ¥ad L] ANV NIBLOE] ‘BROTVD) 40 HXVIN] VLAV ¥8d 4O STLVALLSH "IT T8V,
dqejieat 10N = "YN JI0N
VN +1°0 ‘V'N 60°0 ‘V'N L0 V'N €00 ‘V'N €00 V'N 100 (31) 04y (¥4
100 V'N 100 'V'N 100 VN 100 VN 100 VN 100 VN @Y)smypoyng 3z
010 1£0 800 00 600 SE0 600 9Z:0 800 €20 800 Lo (B)euedy iy g7
000 VN 000 V'N 000 VN 000 ‘V'N 00'0 VN 000 VN (G wespueyy 7z
880 190 1870 80 0L0 $70] 90 0£°0 ¥$0 €20 8¢°0 110 @) peshi>-redng [z
VN SHe VN 60°1 VN 01 V'N £9°0 VN 60 - VN €20 (ou)eveweg  OT
8T1 VN L80 V'N L0 VN 19°0 V'N 80 VN 00 VN @Duntg 6l
al SLO 90'1 LSO $0°1 $$0 101 £5°0 $60 0¥ 0 LLO 0£0 @Bpomog 81
L1O (YA ¥1°0 020 S10 610 P10 [$10] o 110 800 010 GDusy g1
9L 670 68°0 8€0 vLO 92'0 £9°0 6€°0 050 o rAX] 80°0 (ou)s833 o1
170 LT0 810 820 L1O $T0 L1 610 LYO S0 v10 no 101312 "R |
100 ‘V'N 100 V'N 000 VN 000 VN 000 VN 100 VN (3%) sropo) spo ey vl
w00 VN 100 V'N 700 ‘V'N 200 VN 200 V'N 100 VN (3Y) pro poasadey €1
VN 90°0 VN $0°0 VN $00 VN £0°0 VN 200 VN 100 @)pofping 71
600 V'N 800 V'N 800 ‘V'N L00 V'N 900 V'N SO0 VN (3%) 110 used 11
100 00 000 700 000 100 000 00 000 100 000 100 (B1) pomwosod 01
810 120 910 070 €10 w0 1o o 600 #10 LOO LO0 (3y) pornupunozny 6
€10 Zro 110 600 110 L0'0 110 010 600 900 L0 900 (8) po prersny 8
600 L00 LOO 900 900 L00 SO0 £0°0 £0°0 £0°0 100 700 @y nedsewes 4
£EY v d 1v'E 66°1 LT pLL 67T 9€0 6L'1 101 or't 170 CuXpibiy sun 9
96°0 £6°1 88°0 91 6L0 'l 0o vZ'l 90 Lol 150 €L0 (@ysesid ¢
ST 08Tl Lrall S8l LE1L iardl srit 69°11 L3801 [rai SL'6 e @) spparmoEol ¥
260 £TT €01 LY'T SO'L SLT S0t 18°C €21 0€ 651 60 (3%) speassd as1w0D) £
867 Iy 58"y L6C 8 1L 69'F Lve 147 9°¢ pLE 9¢T ey ¢
N %Y 919 86°¢ w9 (14 ws irs 1343 1158 £y iy L9¢ (3x) 201y 1
88-4861 T9-I961  88-L861 791961 881861 C9-1951 881861 79-1961 88-L861 ¢9I96T  88-L86I  TH1961 Aupowmo) 0N
T
0010 0S-0¥ o0t 0£-0C 0701 010 dnoxg a92Qg S

NVE¥[] VIANI-TTY :88-(861 ANV 291961 ¥Od SANOYD TNIFC LOTTAS Af SWALL] IOTTHS 20 HINOW T V.LIAVD ¥ GIWNSNOD SALLLINVNG 40 SAIVIALLST 02 T18V],



UNEVEN GROWTH OF GOVERNMENT EXPENDITURE IN INDIA:
AN ANALYSIS OF THE TRENDS BETWEEN 1974-75 AND 1990-91

M. Govinda Rao, Tapas K. Sen and Madanmohan Ghosh

Government expenditures in India during the period under study (1975-91) in per capita terms
show three distinct phases of growth - fluctuations around a rising trend (1975-82), fiscal expansion
(1982-87) and fiscal restraint (1987-91). Growth rates of expenditures during the first and the third
phases were nearly the same but much lower than that of the second. During the entire period, in
particular after 1980-81, expenditure growth was higher than that of revenue receipts. Within total
expenditure, revenue expenditure grew at rates higher than that of capital expenditure; per capita
capital expenditure grew very litile in the earlier part of the period under study. In the subsequent
phases, it stagrated and declined in real terms. '

Growth of revenue expenditiure was particularly sharpin the case of interest payments, subsidies,
wages and salaries while those on maintenance of capital assets lagged behind. Interest payments
have risen at all levels of governments, both due to increasing indebtedness and rising average
effective rate of interest on government loans. The rise in wages and salaries (due to both increase
in employment andrising per employee salaries) and subsidies could per haps be attributed to effective
lobbying by concerned interest groups.

Considering the functional classification, expenditure on social services have risen fast, but due
to the rising unit cost of supply (mainly rising wages and salaries), actual provision of these services
may not have improved much. Economic services have suffered due to reduced capital expenditure
which constituted more than 60 per cent of total expenditure on these services in 1974-75, but only
about 33 per cent in 1990-91.

A notable feature of the growth of government expenditure in India has been the relatively high-
growth of expenditure on heads which could be related to interest group activities. The analysis
throws up possibilities of interest group influence on government expenditure determination, even
during period of low overall growth. ’

INDIAN DEVELOPMENT POLICY AND

growth, considerably reduced the resources
PUBLIC EXPENDITURES

“available for public investment in the economy.
The increasing use of borrowed funds to meet
current expenditures rendered the latter self-
propelling. Second, the increasing diversion of
houschold savings to meet public consumption
requirements not only resulted in the expansion

InIndia, as is well known, the commanding role
of the State in allocative decisions was the direct
consequence of the State dominated heavy
industry based import substituting development
strategy. Insuch aframework the governmenthad

to play the roles of a catalyst as well as a direct
participant in economic activity. The public
expenditure policy, in particular, has had to play
acrucial role in this policy of State accumulation,
The economic crisis in 1990 which was trig-
gered off by fiscal imbalances led to a reconsid-
eration of the role of the State and brought public
expenditure policy into sharper focus. Fiscal
imbalances in India, which had assumed serious
proportions by the mid-eighties, had two impor-
tant facets. First, the oulpacing of the rate of
growth of revenuc receipts - capital reccipts arc
. by and large borrowings - by the expenditure

of public dcbt to unsustainable levels, but also
reduced the resources available for private
investment [Chelliah, 1992]. In addition to the
usual allocative distortions arising from the
crowding out of private sector investments, the
poor performances of public sector enterprises
caused further decline in productivity in the
Indian economy. These fiscal developments have
had adverse macro-economic repercussions as
well, A portion of the excess demand generated
by the expansionary fiscal policy spilled over into
higher imports and consequently, aggravated the
balance of payments problem. The deficit in the

M. Govinda Rao is Senior Fellow, National Institute of Public Finance and Policy, New Delhi. He is at present on a

contraciual posi'&iun as Research Fell_ow in the Australia- South Asia Research Centre, Research School of Pacific and Asian
Studxe_s, Austrahar} National University, Canberra, Australia. Tapas K. Sen and Madanmohan Ghosh are Fellow and Research
Associate, respectively, at the National Institute of Public Finance and Policy, New Dethi.
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current account of the balance of payment was a
mere 1.2 per cent of Gross Domestic Product
(GDP) in 1980-81 but rose to 2.5 per cent in
'1989-90. At the same time, inadequate public
investment outlay created severe infrastructural
botilenecks. All these combined together tocreate
a stagflationary situation [Mundle and Rao,
1992].

In stabilising the economy and in making
structural adjustments, the compression of
unproductive public expenditures and cost-
effective provision of public services plays a
critical role. However, unless properly planned
and executed, the expenditure compression could)
bear down more heavily not on unproductive
expenditures but on more socially productive
administrative, social and economic infrastruc-
ture outlays. Thercfore, an analysis of govern-
ment expenditure trends is necessary to achieve
planned reduction in unproductive expenditures.

In this study, we analyse the broad trends in
government expenditure in India over the period
1974-75 to 1990-91 and speculate on the role of
various economic factors in determining these
trends. This is only a descriptive analysis and no
rigorous attempt is made to quantify the effect of
these factors on the level, growth and composition
of government expenditures or their impact on
allocative efficiency and equity. Even a descrip-
tive analysis such as the present one helps us to
understand the reasons for the fiscal crisis which
in turn culminated in the macro-economic and
balance of payments difficulties of 1990-91.

UNEVEN GROWTH OF GOVERNMENT EXPENDITURE

257

source are available only from the year 1974-75
to 1990-91, We have based our analysis of
aggregate government expenditure mainly on this
source of data. However, in order to assess the
economic impact of government expenditures as
also to identify the sources of government
expenditure growth, we have supplemented this
analysis with the analysis of expenditure data
classified into economic and functional catego-
ries, taken from the Central Statistical Organi-
sation (CSO).

There are, however, some differences between
the CSO data and the budgetary data which must
be noted. The important differences are (i) CSO
data do not include interest payments and (ii) the
subsidy figures according to economic classifi-
cation (CSO) include losses from departmentally
run commercial activities like irrigation projects,
which are shown after deducting revenuereceipts
from the sale of water, whereas in the budgetary
data, gross expenditures under the items are
shown. Also, the general, social and economic
service categories in the functional classification
do not strictly correspond to the budgetary clas-
sification. For example, water supply in the
budgetary classification is put under social and
community services whereas according to the
CSO’s classification this is put under economic
services.

Two important adjustments required tobe made
in the cross-section, time series data on govern-
mentexpenditures are for differences in scale and
changes in prices. To Lake care of the fact that a

" growing population may in itself cause some

Data and Methodology

The budget documents and the Finance
Accounts of Central and State Governments
published by the Comptroller and Auditor Gen-
eral of India are the basic data sources for any
study on government expenditure trends.
However, a number of adjustments must be made
inordertoensure inter-lemporal comparability of
data sets and to eliminate inter-departmental
transfers. Fortunately, the Union Ministry of
Finance makes the necessary adjustments in the
data in its annual publication, Indian Economic
Statistics - Public Finance (renamed as Public
Finance Siatistics). Comparable data from this

growth in public expenditures, we have, by and
large, analysed the data in per capita terms. For
this purpose, we have adjusted the mid-year
population estimates of the Registrar General to
correspond to financial years by making pro-rata
adjustments. Toaccountforthe price changes, we
have deflated government expenditure in current
prices with the wholesale price index.!

We have plotted per capita expenditure at
constant prices to identify discontinuities in the
trends and the various phases of expenditure
growth. The plot shows threc differcnt phases of
expenditure growth with discontinuities in
1981-82 and 1986-87. Having thus identified the
sub-periods, growth rates have been estimated
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employing the kinked exponential regressions
suggested by Boyce [Boyce, 1986]. Three
dummy variables have been used to separate the
two kinks (K, = 1981-82 and K, = 1986-87). The
equation is

logY,=23,D, +a,D,+ a,D; +

®,D; + b,D, + byD)t+ g, (1)
D, taking the value 1 for the period, 1974-75 10
1980-81 and zero otherwise, D, taking the value
1 for the period, 1981-82 to 1986-87 and zero
otherwise and D, taking the value 1 forthe period
1986-87 to 1990-91 and zero otherwise. Dis-
continuity is eliminated by imposing linear
restrictions at the points of discontinuity, K, and
K, such that

a, + bK, =a, + bK, and
2, + bK; =a; + bK,, :
From these, the estimating equation is derived as
log Y,=2a, + (b, - b)K,D,
+ [(b; - b)K, + (b, - b5)K,1 Dy

+ blt +(b2 = bl)DZl‘ + (b3 - b])D3t ...(2)

TRENDS IN AGGREGATE GOVERNMENT
EXPENDITURE IN INDIA

During our reference period of one and a half
decade, aggregate government expenditure in
india showed a substantial increase. The per
capita expenditure at constant (1981-82) prices
increased by over 2.7 times from Rs 366 in
1974-7510Rs 975in 1990-91 (Table 1). At arate
of about 6 per cent per year, the growth of per
capita government expenditure in India at con-
stant prices excecded the growth of per capita
GDP as well as the growth of revenue receipts.
The per capita GDP during this period increased
at only about 2.5 per cent per year which was
lower than that of per capita expenditure by about
3.5 percentage points. Similarly, both tax reve-
nues (4.9 per cent) and non-tax revenues (2.9 per
cent) in per capita terms increased at rates much

lower than thatof government expenditure (Table
2).

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

APRIL-JUNE 1995

The analysis of government expenditure growth
brings out two important factors. As revenue
expenditures grew faster than revenue receipts,
governmental dis-savings increased considerably
over time and consequently, a significant part of
the houschold savings had to be diverted to meet
public consumption needs [Bagchi and Nayak,
1990; India, 1989]. By 1990-91, revenue deficits
formed almost 3.5 per cent of GDP. Second, the
rate of expenditure growth was substantially
higher than the growth of non-tax revenues sig-
nifying the increasing volume of implicit subsi-
dies in the provision of public services. The
difference between cost of providing social and
economic -services and cost recoveries as a pro-
portion of GDP increased from 8.8 per cent in
1977-78 to 15 per cent in 1987-88; the cost
recovery rales during this period declined from
55 per cent 1041 per cent in the case of economic
services and from 6.2 per cent to 3.6 per centin
the case of social services [Mundle and Rao,
1991].

During the period 1974-75 to 1990-91, aggre-
gate government expenditure. at current prices
increased at the ratc of 16.3 per cent per year and
the growth at constant prices was 8.2 per cent and
in per capita terms at constant prices about 6 per
cent. These numbers broadly reflect an approxi-
mate average inflation rate of about 8 per cént and
a population growth of 2.2 per cent per annum,

The trends in per capita expenditure in current
and constant prices showninFigures 1and 2 bring
out an interesting feature. Clearly, the plot of
nominal expenditures (Figure 1) shows a smooth
upward slope and this prima facie, confirms the
hypothesis that the governments by and large
follow ‘incremental’ budgeting, with the outlay
in the succeeding years higher by some constant
percentage over the previous year in nominal
terms. This does not, however, ensure that ade-
quate provision in real terms is made. The plot of
per capita expenditure at constant prices (Figure
2) shows noticeable discontinuities, particularly
in 1981-82 and 1986-87. Prima facie, Figure 1
also indicates the absence of political budget
cycles.

The analysis of government expenditure trends
in per capita terms (at 1981-82 prices) and as a
proportion of GDP bring out three distinct phases



VOL.7NO. 2

(Figure 2). During the first phase (1974-75 to
1981-82), per capitaexpenditure had some degree
of year-to-year fluctuations though on the aver-
age, it grew at 4.7 per ccnt per year. The
expenditure-GDP ratio increased from 18.9 per
cent in 1974-75 to 24.5 per cent in 1981-82. In
the second phase (1981-82 to 1986-87), the
growth rate was steady and accelcrated signifi-
cantly to average 7.6 per cent per year and the
expenditure-GDP ratio during these five years
increased as much as by six percentage points
from 24.5 per cent to 30.5 per cent. However, this
tempo could not be maintained and in the third
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phase (1986-87 to 1990-91), the growth rate
declined to broadly equal the growth rates seen in
the first phase, at below 5 per cent per year, As a
ratio of GDP, government expenditure actually
fell during the last phase to 28.6 per cent in
1990-91.

The three phases of expenditure growth noted
above can be explained by the state of the econ-
omy and, particularly, by the stringency of
resource constraint. The political uncertainties in
the latter half of the 1970s and the steep increase
in oil prices in 1979-80 resulted in the per capita

PER CAPITA GOVERNMENT EXPENDITURE (IN CURRENT PRICES)
(Data for Figure 1)

(Rupees)

Revenue Capital Total
Year Expenditure Expenditure FExpenditure
1974-75 159.24 68.38 227.62
1975-76 187.16 87.91 275.07
1976-77 21321 93.73 306.94
1977-78 224.90 94.49 319.39
1978-79 25544 111.49 36693
1979-80 29331 121.65 414.96
1980-81 334.35 160.53 494,88
1981-82 38529 166.30 551,59
1982-83 453.17 174.89 628.05
1983-84 520.03 199.30 719.33
1984-85 616.07 238.39 854.46
1985-86 715.06 252.33 967.39
1986-87 830.53 306.59 1,137.12
1987-88 945.17 289.44 123461
1988-89 1,078.39 301.11 137949
1989-90 126795 348.82 161677
1990-91 145192 368.95 1,820.87

PER CAPITA GOVERNMENT EXPENDITURE (IN 1980-81 PRICES)
(Data for Figure 2)
(Rupees)

Revenue Capital Total
Year Expenditure Expenditure Expenditure
197475 256.02 109.93 365.95
1975-76 30433 142,94 441.26
1976-77 339.51 149.25 488.76
1977-78 340.25 142.95 483.20
1978.79 386.45 168.66 555.11
1979-80 37896 157.17 536.13
1980-81 367.02 176.21 543.22
1981-82 385.29 166.30 551.59
1982-83 432,00 . 166.72 598.72
1983-84 461.01 176.69 631.70
1984-85 51297 198.49 711.46
1985-86 570.23 201.22 771.45
1986-87 625.87 231.04 856.91
1987-88 658.20 201.56 859.75
1988-89 698.26 195.14 893.40
1989-90 76521 210.51 975.72
1990-91 776.96 197.94 974.90
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[FIGURE 1, PER CAPITA GOVERNMENT EXPENDITURE IN INDIA (IN CURRENT PRICES)
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net national product (NNP) in real terms
increasing at just 1.5 per cent per year on the
average during 1974-75 to 1981-82 and the
annual growth of per capita (constant prices)
revenue receipts during this period was only 3 per
-cent (Table 2). The slow and fluctuating growth
of the receipts could not sustain very high growth
of expenditures. Yet, as the fiscal deficit during
the period averaged just about 5.6 per cent of
GDP, the overallconstraint wasnot very stringent
and expenditures grew faster than the revenues.
At the same time, the political uncertainties and
the oil shock contributed to fluctuations in the
expenditure trend. This period witnessed the
imposition of emergency (1975-76), emergence
of non-Congress party rule (1977-79) and return
of Congress party into power (1980).

The second phase (1981-82 to 1986-87) was
marked by a significant acceleration in the rate of
growth of expenditures. This must be attributed
mainly to the economy shifting to a higher growth
path. During the period, the per capita real NNP
grew at 2.2 per cent per year on an average, while
the government revenues increased at consider-
ably higher rates (6 per cent). The reform of the
tax system? and the replacement of physical
restrictions on imports with tariffs mainly con-
tributed to revenue buoyancy. Given the rela-
tively stable political environment and buoyant
revenues in the second phase, the growth of
Government expenditures showed a significant
acceleration. This was further fuelled by the
emergence of significant revenue deficits since
1982-83 and their feedback in terms of increased
interest payments. This phase can be easily
characterised as the period of fiscal expansion.

However, with the hardening of the budget
constraint from 1986-87, the tempo of expendi-
ture growth could not be sustained due to two
important factors. First, buoyant revenue
expenditures had to be increasingly financed out
of borrowed resources; but governmental bor-
rowing beyond a certain level could not be sus-
tained without causing a high rate of inflation. It
may be noted that increase in the net liabilities of
the government reached the highest level of 12
percent of GDP in 1986-87, and in this year the
Reserve Bank of India’s net credit to government
was also the highest, close to 5 per cent of GDP
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[Dandekar, 1992]. Second, increases in the
emoluments of government employees, conse-
quent to the implementation of the recom-
mendations of the Fourth Pay Commission at the
Centre in 1987-88 and in many of the States in
subsequent years, significantly enhanced relative
cost of providing public services.’ Inaddition, the
unprecedented drought of 1987-88 not only
necessitated diversion of resources to relief
expenditures, but also decelerated the growth of
per capitarevenues at constant prices to just 5 per
cent per year after 1986-87. With increasing
proportion of revenue expenditures being
financed from borrowed funds and with the limits
on aggregate government borrowing set by
judgements about acceptable rate of inflation, the
overall expenditure level had to be contained.
Thus, in the third phase, the share of expenditure
in GDP actually showed a marginal decline. This
period can, therefore, be characterised as the
period of fiscal restraint.

Interestingly, a major part of the increase in
government expenditure share in GDP (almost
three percentage points) in the early 1980s was
due to the phenomenal expansion in revenue
expenditures (Table 2). While the per capita
capital expenditure (at 1981-82 prices) grew at
broadly uniform rates during the latter half of the
1970s and the first half of the 1980sat alittle over
4 per cent, the growth rate of per capita revenue
expenditures accelerated by almost four per-
centage points to record a growth rate of 8.9 per
cent per year during the period 1981-82 to
1986-87 (Table 2). However, the compression
that followed in the next phase came about more
by compressing capital expenditures and per
capita capital expenditures actually showed a -
decline (-1.8 per cent). At the same time, per:
capita revenue expenditure continued to increase
at a relatively high rate of 6.4 per cent per year
during this period. In absolute terms, per capita
capital expenditure declined from Rs 231 in
1986-87toRs 198 in 1990-91 (Table 1) while per
capitarevenueexpenditareincreased fromRs 626
10 Rs 777. As a proportion of GDP, capital
expenditures declined from 8.2 percent to 5.8 per
cent during the above period. Consequently,
capital expenditures which constituted about
one-third of total expenditure in 1980-8 1 declined
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to just about 20 per cent by 1990-91. The
increcased resource availability during the
expansionary phase accelerated the growth of
mainly the revenue expenditure, but during the
period of fiscal restraint, the cutback was mainly
in capital expenditure, relegating it to a residual
category.

These findings are reinforced when we consider
the CSO data on economic-cum-functional clas-
sification of government expénditure (Table 4).
The shares of all the three items of capital
expenditure, namely, gross fixed capital forma-
tion, financial outlay and capital transfers and
loansshowed substantial decline, The decline was
particularly marked as the resource constraint
hardened since 1986-87. The share of current
expenditures, however, increased from 60 per
cent in 1974-75 to 74 per cent in 1989-90.

The largest increase in the share of revenue
expenditures over the period. came about on
account of increase in interest payments. The
expenditure on interest payments as a proportion
of GDP increased from 1.6 per centin 1974-75 10
4.7 per centin 1990-91 and as a proportion of total
expenditure, itincreased from 8.5 percent to 16,4
per cent (Table 3). The increase in interest pay-
ment was particularly marked in the eighties as,
in per capita terms at constant prices, it registered
a growth rate of over 13 per cent per year
throughout the decade. This was due to increases
in both the volume of indebtedness of the gov-
emment and in the aggregate effective rate of
tnterest on government borrowings. Table 5
shows that the outstanding debt of the Centre and
States together (excluding inter-governmental
borrowings) as a proportion of the GDP rose
almost continuously from 37 per centin 1974-75
to about 66 per cent in 1990-91. It may be noted
that the proportion of external debt actually fell
over the 16-year period from almost 9 per cent to
about 6 per cent of GDP, and the rise in
indebtedness is entirely autributable to the rise in
internal debt and ‘Other Liabilities’ of the gov-
emment,

Table 6 shows that the average effective rate of
interest on government borrowing in India has
risen substanually from 4.3 per cent in 1974-75
10 7.2 per cent in 1990-91. In particular, the rise
has been continuous since 1980-81. Animportant
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reason for this trend has been a shift in the
composition of outstanding debtin favourof more
costly ones. For example quite agood proportion
of the indebtedness in recent years has been on
account of smatl savings schemes (14 per cent of
total borrowings in 1990) which, besides
involving high tax expenditures, involved high
interest liability.

An important source of g g,overnment expendl-
ture growth was the significant increase in the
emoluments of government employees. In per
capita terms, at constant prices, this item
increased from Rs 92 in 1974-75 to Rs 207 in
1989-90 (Table 4), registering an average annual
growth rate of 5.3 per cent. This item of expen-
diturc maintained its share of about 26 per centin
total expenditures.

The analysis of compcnsauon to employees
clearly brings out the effectivencss of a dominant
coalition in the Indian polity, namely, govemn-
ment employees, in influencing the level and
growth of government expenditures. The central
and state government employees formed just
about 1.2 per cent of population in 1989-90, but
the share of wages and salaries received by them
constituted 6.3 per centof GDP. According to the
Economic Survey 1991-92, per capita emolu-
ments of public sector employees in 1989-90
amounted to Rs 43,665 at current prices which
was over 10 times the per capita income of the
country (Rs 4,252). In 1974-75, these figures
stood at Rs 7402 and Rs 1,034 respectively, the
first being a little more than 7 times of the other.
These figures not only show the relative level of
average wages and salaries in the public sector,
but also the faster relative growth of the same. It
must benoled that emoluments do notinclude the
in-kind incomes given by way of perquisites like
subsidiscd housing and transport, subsidised
loans for house building and for the purchase of
other durable asscts, free telephones (to the eli-
gible) and subsidised education and medical
facilities.*

Thus, the government employees by their
ability to organise have not only been able to
exercise oligopolistic power to claim a dispro-
portionate share of community output but also
enhance their share over the years. Another
indication of the strength of the government
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employees is seen in the sustained growth of
wages and salaries even during the period of fiscal
restraint. The compensation to employees in per
capita terms (at constant prices) increased at the
average annual rate of 8.3 per cent during the
period of fiscal expansion when aggregale per
capita expenditures increascd by 7.8 per cent per
annum (Table 7) and even during the period of
fiscal restraint, compensation to ecmployecs
increased by 6.4 per cent when the aggregate
expenditures increased by only 3.4 per cent per
annum,

The steep rise in wages and salaries was not the
only source of high growth of current expenditure
even during the period of fiscal restraint. Per
capita expenditure on subsidies increased at an
average annual rate of 10.4 per centand per capita
transfer payments increased at 9 per cent per year.
The increase in subsidies was mainly under food,
fertiliser and irrigation heads which, itis believed,
accrue largely to the rich farmers [Bardhan,
1984].

To sum up, the major findings of the aggregative
analysis are:

(i) Government expenditure in India over the last
decade and a half grew at a phenomenal rate,
faster than both GDP and government revenues.
With low and declining level of cost recoveries,
the subsidies grew atarate faster than government
expenditures. The benefit of the large and grow-
ing subsidies have accrued to relatively more
affluent people and to more developed regions
{Mundle and Rao, 1991; Rao and Mundle, 1992].
Thus, there is prima facie evidence that the
beneficiary groups have been successful in
seeking increases in outlays on ‘quasi-public’
goods and transfers beneficial to them, At the
same time, as the financing of these expenditures
has been done not through better cost recoveries
but by increasing resort to fiscal deficits, it is also
clear that these groups have been able to disperse
the burden of financing to the common man and
unenfranchised scctions (future generations)
through fiscal itlusion,
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(i) The pattern of expenditure growth over time
reveals that when the resources position was
relatively more comfortable, the revenue expen-
diture registered sharp increases. However, when
the budget constraint hardened, -capital
expenditures, particularly those on economic
services, received a cut-back. These trends
probably reflect the political economic aspects of
government expenditure determination; expen-
ditures of current nature give a better pay-off in
terms of votes to the incumbent party as compared
10 capital expenditures with their long gestation
periods, and therefore, get priority.

EXPENDITURE TRENDS BY ECONOMIC AND
FUNCTIONAL CATEGORIES

Administrative Services

Per capita expenditure on administrative ser-
vices (at constant prices) after being virtually
stagnant during the period 1974-75 to 1981-82,
increased at a phenomenal rate of 10.3 per cent
during the period of fiscal expansion (1981-82 to
1986-87). However, the growth rate decelerated
thereafter to 3.9 per cent. Such a trend is seen in
the case of individual items of expenditures as
well (Tables 8 and 9). '

An interesting point to be noted relates to the
trends observed with regard to expenditures on
defence and on the law and order enforcement
machinery. While the growth of revenue expen-
ditures under defence has been relatively small
for the whole reference period (2.6 per cent per
annum), capital expenditures have shotup in the
eighties. Revenue expenditures on police, which
isprimarily a State subject, have grown faster than
revenue expenditures on administrative services.
The difference is particularly noticeable during
the last period. Surprisingly, a detailed exami-
nation of the data relating to the law and order
machinery (not reporied here) shows that while
per capitaexpenditures on police rose somewhat,
those on jails and justice- the other arm of the law
and order machinery- rose very little; this must
have resulted inanincreasing backlog of pending
cases in the courts and deleriorating conditions in
jails. Even the rise in the expenditures on police
cannot be said to be too high as Bardhan implies,
when compared with the overall growth in gov-
ernment expenditure [Bardhan, 1992, Pp. 325-6].
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Social and Community Services

Expenditure on social services formed 6.4 per
cent of GDP and about 22 per cent of total
expenditures in 1990-91 (Table 3). As these
services are employment-iniensive, wage cost
predominated and almost 94 per cent of the
expenditure on these items was of current nature.
The important items under this functional cate-
gory were (i) education, art and culture, and
scientific services (54 per cent), (ii) medical and
public health, and family welfare (26 per cent),
and iii) social security and welfare (12 per cent).
The share of other items like housing and urban
development (4 per cent), relief from natural
calamities (2 per cent) and labour and employ-
ment (3 per cent) were financially not very
important.

As was seen in the case of aggregate expendi-
tures, the growth of expenditure on social and
community services showed anoticeable increase
during the expansionary phase (1981-82 10
1986-87) and thereafter, declined significantly
(Table 10). Asa percentage of GDP, after a steady
increase from 4.2 per cent in 1974-75 t0 6.9 per
cent in 1987-88, expenditure on these services
stabilised at around 6.5 per cent during the next
three years (Table 11).

" The significant rise in government expenditure
on social and community services during the
expansionary periodoccurredinboth revenue and
capital expenditures. Also, as a proportion of
GDP, both revenue and capital expenditure under
each of the major items showed some increases.
However, notably, even as the proportion of
capital expenditure was small, the capital
expenditure was compressed further during the
period of fiscal restraint, Perhaps, the government
found iteasy to cut outlayson school and hospital
buildings, butnotsalaries of bureaucrats, teachers
and medical personnel. In fact, revenue expen-
diture on social services continued to increase at
a relatively high rate (4.8 per cent) even during
the contractionary phase (Table 10). The growith
rate of per capita expenditure on wages and
salaries during this period was even higher at 6.4
per cent (Table 12). Thus, much of the increase
tn expenditures must be attributed to increase in
the relative cost of providing these services rather
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than to the increased supply of these services. It
is also seen that the growth rate of per capita
capital expenditures during the contractionary
period wasncgative forsocial services (Table 10).
Irrespective of the optimal combination of reve-
nue and capital expenditures in-the provision of
these services, the opposite trends in these two
types of expenditures during the contractionary
phase strongly indicates increasing imbalance in
the input-mix, which must have caused a deteri-
oration in the quality of the services provided.

The significantacceleration in the growth of per
capita expenditure during the expansionary
phase, however, was mainly due to the high
growth rates recorded in the case of two items-
education and family welfare (Table 10). The
growth rates in respcct of other major items under
social and community services did notrise during
this period, and in the case of social security and
welfare, the growth rate aciually showed a sig-
nificantdecline. Similarly, a fallin the growth rate
was recorded during the third period in respect of
each of the items under social services, except
education, and the decline was particularly severe
in capital expenditres. Expenditures on educa-
tion, however, continued to accelerate even dur-
ing the contractionary period. It may be noted in
passing that in spite of this, government
expenditure on education (excluding art, culture
and scientific services) as a proportion of GDP
was just about 3.3 per cent which is well below
the level of public spending on the item in
developing countries taken together (4.1 per
cent), as reported in the Sratistical Year Book,
1989 of UNESCO.

Spending on medical and pubtic health, family
welfare, housing and urban development reflects
socially productive forms of expenditure. Yet, the
level of expenditure on these services was only
1.7 per cent of GDP in 1990-91. In fact, the
reasonably high growth seen in the first two
periods did help to spread the benefits of health
and family welfare facilities to rural areas through
the expanded network of rural public health
centres, but, with the resource constraint hard-
ening during the third phase, there was a signif-
icant decline in the growth rates of expenditures
on these items.

Expenditure on ‘social security and welfare’
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mainly consists of various pensions and reliefs to
vulnerable sections like the old, the widows and
the destitutes. The high growth rates of expen-
diture on this item seen in the first two periods
has to be viewed against the low levels of
expenditure on these items in 1974-75, which as
a share of GDP was just about 0.4 per cent. Even
so, the govermments found it easy to decelerate
the growth of expenditures on these items during
the period 1986-87 10 1990-91, when the resource
constraint hardened. Expenditure on other social
services includes spending on Scheduled Castes,
Scheduled Tribes and other backward classes and
on natural calamity relief. Although Scheduled
Castes and Scheduled Tribes formed 24 per cent
of total population, examination of the detailed
data (not reported) shows that direct expenditures
incurred on them formed just about 1.5 per cent
of the total. -

To sum up:

(i) The growth rate of expenditure in social
services accelerated significantly during
the expansionary phase, but declined
thereafler. This is attributable mainly to the
trends in capital expenditure. On the con-
trary, revenue expenditure, overwhelm-
ingly wages and salaries, accelerated in the
expansionary phase and continued to grow
atahigh rate even during the contractionary
period. '

(ii) Among the functional categories, expen-
ditures on education and family welfare
grew at an accelerated pace during the
period of fiscal expansion. During the
contractionary period, however, growth of
expenditure on all the items under social
services, except education, decclerated
significantly. 1t must also be noted that
increase in the emoluments of the teachers
was one of the major reasons for the high
growth rate of education expenditure
recorded throughout the 1980s,

(iii) The significant deceleration in the growth
of expenditure on medical and public
health, family welfare, housing and urban
development during the period of fiscal
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restraint, even when wage rates escalated,
indicates possible decline in the supply of
these socially productive services.

(iv) It is also seen that direct spending on the
welfare of Scheduled Castesand Scheduled
Tribes was just about 1.5 per cent of total
expenditures though they formed about 24
per cent of population. Similarly, less than
3 per cent of total expenditure was incurred
on social security, aimed at the poor and
vulnerable sections. This shows that how-
soever socially deserving the expenditures
may be, and howsoever encompassing the
beneficiary groupsare, when the groupsare
not cohesively organised, the allocation
will be disproportionately small, just
enough to maintain political stability.

Economic Services

Expenditure on .economic services formed
about one third of total expenditure and this share
remained more or less stable over the last one and
a half decades. As a proportion of GDP, the
expenditure on economic services increased
appreciably in the second half of the seventies,

stabilised in the first half of the eighties and

declined thereafter. The expenditure-GDP ratio
increased from 5.8 per centin 1974-75 to 9.6 per
cent in 1981-82 and io 9.8 per cent in 1986-87. It
subsequently declined to 8.7 per cent in 1990-91
(Table 13). We have also noted earlier that the
decline in the share in 1986-87 was mainly due
to cut-backs in capital expenditure which, in per
capita terms (at 1981-82 prices), declined from
Rs118in1986-87t0Rs98in 1990-91 (Table 14).

The trend in expenditure on economic services:
differed markedly from the trends in other cate-
gories in one important respect; the growth rate
of expenditure on economic services showed a
continuous decline throughout the period. Thus,
even during the expansionary phase, growth rate
of expenditure on economic services showed a
decline (from 6.8 per cent to 5.5 per cent) as

"compared to the previous period (Table 15).

Thedecline in the rate of growthof expenditures
on economic services has to be attributed to the
deceleration in the growth of capital expenditure
which formed a third of total expenditure. Con-
sequently, the share of capital expenditure in
economic services declined from 56 per cent in
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1974-75 10 only 33 per cent in 1990-91. Even
during the expansionary phase (1981-82 to
1986-87), per capita capital expenditure on the
economic services at 1981-82 prices incrcased at
only 2.9 per cent per year, and the growth rate was
as low as (-)3.9 per cent in agriculture and allied
activities and 1.3 per cent in power and irrigation
(Table 15). During the period of fiscal restraint,
the growth rate of per capita capital expenditure
declined further to (-)4.4 per cent. Among the
individual items, except power, irrigation and
flood control, per capita capital expenditure on all
other items showed negative growth rates. Thus,
the share of capital expenditure in total expen-
diture in respect of every major item of economic
services was significantly lower in 1990-91 than
in 1981-82.

Even as per capita total expenditures on eco-
nomic services showed a decelerating trend in the
successive  periods, curiously, revenue
expenditure continued to grow at a very high rate.
In fact, during the contractionary period, the
growth rate of revenue expenditure on economic
services actually showed (Table 15) a marginal
increase to 7.8 per cent over the previous period
(7.5 per cent). A disaggregated analysis (not
reported) shows that this is attributable mainly to
the growth of expenditure on rural poverty alle-
viation schemes.

- Theabove analysm of the trendsin expendnures
on economic services brings out the following:

a. The growth rate of per capita expenditure on
economic services has shown a continuous
decline over the successive periods. The
growth rate, even during the expansionary
phase was lower than in the previous periods.

b. The analysis of government expenditures in
terms of economic and functional categories
reveals that major sources of high growth of
current expenditures on economic services
were subsidies and other transfers. The share
of these items in total expenditure on eco-
nomic services showed a continuous increase
since 1974-75. The annual growth rate of per
capita expenditure on subsidies at constant
prices averaged over 10 per centforthe period
as a whole and in every sub-period, the
growthrate was more than 9.5 per cent (Table
15).
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¢. The expenditure on subsidies and on rural
poverty alleviation programmes under agri-
culwral and allied activities also witnessed
high growth rates even during the period of
fiscal restraint. Thisispartly explained by the
fast expansion of poverty alleviation pro-
grammes. The Integrated Rural Development
Programme (IRDP), started in 1978-79 was
confined to 300 blocks until 1980, but was
expanded to cover the entire country there-
after. Similarly, substantial increases in the
allocation- were made for National Rural
Employment Programme (NREP) and Rural
Landless Employment Guarantee Pro-
gramme (RLEGP) during the Sixth
(1980-85) and the Seventh (1985-90) Plan
periods. What is however important to note
is that, even with the high growth of alloca-
tion to this sector, spending on direct rural
poverty alleviation programmes in 1990-91
formed only about 3 per cent of total expen-
ditures although the proportion of people
below the poverty line formed about 33 per
cent of rural population according to official
estimates; other estimates of rural poverty
including those by the Expert Group
appointed by the Planning Commission are
higher.

d. In spite of the hardening resource constraint
during the third phase, the growth rate of per
capita expenditure on wages and salarics
accelerated to 6.7 per cent from 5.8 per cent
in the previous period (Table 17). In contrast,
the growth rate of expenditure on net gov-
ernment maintenance decelerated in every
successive period and after 1986-87, the per
capita expenditure on the item increased at
the rate of just about 2 per cent per year. This
again indicates the ability of the unions of
government employees in securing an
expanding share of public expenditures.

e. The compression of expenditure in the con-
tractionary phase was confined to the capital
expenditure. The compression has been
particularly severe in industriesand minerals,
agriculture, and even an infrastructural sector
like transport and communications. What is
even more worrisome, per capita capital
expenditure on agriculture and allied activi-
ties showed a continuous decline throughout
the period. Although disinvesiments in
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certain actlivilics would not call for despair,
declining investment in certain activitics like
agriculture, transport and communications
may, in the fong run, have adverse cffects on
both economic growth, and rural employ-
ment and poverty.

CONCLUDING REMARKS

The analysis of government expenditure trends
since the mid-scventies strongly suggests influ-
ence of interest groups on expenditure policies.
The sharp increases in expenditures on
quasi-public goods, subsidies and transfer pay-
ments indicate the influcnce of beneficiary groups
in securing higher outlays on such goods and
services to crowd out expenditures on public
goods having greater externalities, This is evi-
denced by the increasing share of current
expenditures and, particularly, those on wages
and salaries, food, fertiliser and irrigation subsi-
dies and sharp reduction in the share of capital
expenditures. This, along with the independent
evidence of low and declining cost recoveries
provided by earlier studies, shows that while
outlays benefiting the dominant groups have
shown sharp increases over time, the burden of
financing these expenditures has been increas-
ingly shifted to the people at large. A limit on the
expansion of expenditure on quasi-public goods
and on financing of such expenditures through
budget deficits, however, is set by the probable
inflation resulting from the deficits. Political
gains from keeping interest groups happy are
attractive as long as political costs of the resultant
inflation are smaller; the point of equality of these
opposite effects defines a political equilibrium.

The influence of interest group activity on
expenditure determination comes out even more
sharply when we consider the nature of resource
constraint in different phases of expenditure
growth, The easing of resource constraint in the
first half of the eighties led to a phase of fiscal
expansion. During this period, both current and
capital expenditures grew, but the increase in the
former was particularly sharp, with wages and
salaries, interest payments, subsidies and trans-
fers mainly contributing to the increase, How-
ever, with resource constraint hardening from
1986-87, deccleration in cxpenditure growth

UNEVEN GROWTH OF GOVERNMENT EXPENDITURE

267

camc about mainly through culling down
expenditures on capital formation, particularly in
the infrastructural sectors and those on mainte-
nance of capital assets. The fact that current
expenditures (specifically those beneliting the
major coalitions) continued to show sharp
increases even when resource constraints hard-
ened, essentially by displacing socially produc-
tive expenditure on infrastructure, shows the
importance of these coalitions in influencing
expenditure decisions.

Another notable finding of the study is that the
expenditure on social services, particularly on
educationand health, hasshown very high growth
rates throughout the eighties. The growth rates of
expenditures on these. items were high even
during the period of fiscal restraints. It is, how-
ever, doubtful whether the sharp increases in the
expenditures have enhanced the standards of
these social services. For, the larger part of the
increase in expenditures was due to climbing unit
costs arising from increases in the salary levels of
employecs, teachers and the health staff. Thus,
interest group activities have resulted in not only
distoried expenditure prioritics but also changes
in the unit costs of providing public services in
unintended ways.

The strong influence of interest group activity
on public expenditure decisions points towards
the inevitability of a fiscal crisis. When the
dominant coalitions continue to exert pressure to
enhance expenditures onitems beneficial to them
even when resources do not register the required
growth, fiscal imbalance becomes inevitable. As
increases in outlays on quasi-public goods had
been achieved mainly by crowding out capital
expenditures (particularly in the latter half of the
eighties), infrastructural bottlenecks also devel-
oped which contributed to the stagflationary sit-
uation in no small measure.

The analysis also points towards the difficulty
in achieving fiscal equilibrium in the short and
medium term context. So long as the interest
groups succeed in securing a large and increasing
share of expcnditures on categories dispropor-
tionally beneficial to them, not only does the
compression of fiscal deficit become difficult but
even the quality of fiscal deficit is worse. The
proportion of revenue deficits in fiscal deficits
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will continuc to increase or, in other words, the
share of capital expenditures in the total expen-
diturcs will continuc to decline. Successful fiscal
compression can be achicved only when the
effectivencss of distributional coalitions in
influencing public cxpenditure “decisions is
somchow reduced. The basic question therefore
is: does the government have the political strength
and will 1o underiake reforms that would achieve
this?

NOTES

1. There are certain advantages of estimating a separate
price index to deflate government expenditures based on its

cost composition. In particular, if the objective is to analyse -

the real increases in govemment services, such an index
should be preferred. [owever, if the objective is to analyse
the volume of resources used in the provision of public
services, a general index like the wholesale price index may
beused for deflating government expenditures. To the exient
the changes in relative input costs of public services are
different from the changes in wholesale price index, the two
deflators would differ. For the conceptual details, see Mus-
grave [1981].

2. This occurred in 1984-85 and 1985-86, with the emphasis
on reasonablc tax rates and better enforcement, as enunciated
in the Long Term Fiscal Policy [Ministry of Finance, 1985]
and the introduction of Modified Value Added Tax.

3. The effect of pay revision in the States in 1988-89 was
estimated to increase total wages and salaries by 18 per cent.

4, The evidence presented here does not agree with Ped-
erson's conclusion that real wages for public employees have
declinedsincetheearly 1970's [Pederson, 1992). Asdeclining
real wages were cited as the principal argument against
considering government employees as a dominant class, the
conclusion does not hold in the light of the evidence presented
here.
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TABLE 1. LEVELS OF GOVERNMENT EXPENDITURE IN INDIA: 197475 TO 1990-91

Year Govemnment Expenditure as a Percentage of  Per Capita Expenditure at Constant (1981-82) Share of Capital
GDP Prices (Rs) Expenditure in Total
— e e o (%)
Revenue Capital Total Revenue Capital Total :

0) @) 3) “) (%) ©) 0 (8
1974-75 132 5.7 189 256.0 109.9 365.9 30.0
1981-82 17.1 74 24.5 385.3 166.3 551.6 30.2
1985-86 210 74 284 570.2 201.2 TN.4 26.1
1986-87 223 82 30.5 625.9 231.0 856.9 26.9
1987-88 22.7 7.0 29.7 658.2 201.6 8:9.8 23.4
1948-89 223 62 285 698.3 195.1 893.4 21.8
1989-90 232 64 29.6 765.2 210.5 975.7 21.6
1990-91 228 5.8 286 777.0 197.9 974.9 20.3

Sourcqs: 1 lndic‘m' Economic Stqlislics/ Public Finance Statistics, Ministry of Finance, Government of India. 2. Central Statistical
Organisation, Ministry of Planning, Government of India. 3. Registrar General, Government of India.
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(per cent per year)

Period Total Expenditure Per Capita Expenditure Per Capita Revenue Receipts
(Current Prices) (1981-82 Prices) (1981-82 Prices)
Revenue Capital Total Revenue Capital  Total Tax Non-tax  Total
Expen- Expen- Expen- Expen- Expen- Expen- Revenue Revenue Revenue
diture diture diture diture ditare diture
)] @ 3) @. ) © O] ® ) (10)
1974-75 10 1981-82 15.4 15.0 15.4 49 4.4 4.7 3.3 1.7 3.0
1981-82 10 1986-87 19.4* 14.3 17.9* 8.9* 43 7.6* 6.2% 5.1* 6.0*
1987-88 10 199091 16.7* 1.7* 14.6* 6.4* -1.8* 4.5% 57 0.5* 5.0
1974-75 10 1990-91 17.4 13.4 16.3 6.8 33 59 4.9 2.9 4.6
Note: Growth rates are estimated by employing the kinked exponential regression model {Boyce, 1986].
* Significantly different from the previous period growth rates.
TABLE 3. GOVERNMENT EXPENDITURE BY FUNCTIONAL CATEGORIES: LEVEL AND COMPOSITION
Interest Administrative  Social and Com- Economic Net Loans and Total
Payments as Services as munity Services Services as Advances as Expenditure
percentage of percentage of  aspercentageof  percentage of percentage of  as percentage of
GDP  Total GDP Totai GDP Towl GDP Toal GDP Total GDP  Tota
expen- expen- expen- expen- expen- expen-
diture diture diture diture diture diture
(1 @ 3) @ 5) © Q) 1) Y (10) any  a» a3
1. Revenue Expenditure
1974-75 1.6 8.5 5.1 27.1 39 208 2.6 13.8 - 13.2 70.0
198182 23 9.6 54 220 50 205 43 18.0 - - 17.1 69.9
1986-87 36 11.9 69 227 62 20.2 5.6 18.4 - 223 73.0
199091 47 16.4 62 1.7 6.1 213 5.8 20.5 - - 23.8 797
2. Capital Expenditure
- 1974.75 - - 03 17 0.2 12 32 16.9 19 10.0 57 300
1981-82 - - 03 13 0.4 1.6 4.3 17.5 24 9.8 14 301
1986-87 - - 09 29 0.6 20 42 13.8 26 84 82 27.0
19091 . - 1.0 35 0.4 12 29 9.9 16 55 58 203
3. Total Expenditure
197415 16 85 54 288 4.1 220 58 30.7 19 10.0 18.9 1000
198182 23 9.6 57 233 5.4 220 .86 35.5 24 938 245 1000
1986-87 36 119 1.8 25.6 6.8 221 9.8 322 26 84 30.5 1000
19091 4.7 164 12 252 6.4 225 8.7 30.4 1.6 55 29.6 1000
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TABLE 4. GOVERNMENT EXPENDITURE IN INDIA BY ECONOMIC CATEGORIES

Per Capita Expenditure ’ Expenditures as Expenditures as percentages
at 1981-82 Prices (Rs) percentages of GDP of Total Expenditure

7475 81-82 86-87 8990 7475 81-82 86-87 89-90 7475 81-82 86-87 89-90
m @ & & 6 © o & ©» aq a)y @ a3

1. Consumption Expenditure

a. Compensation

to Employees 91.7 1126 1685 2074 47 5.0 6.0 6.3 267 242 242 2612
b. Net Government

Maintenance 49.6 752 1102 1177 2.6 33 39 3.6 144 16.1 158 149
Total - 1 1412 1878 2787 3251 73 8.3 9.9 9.9 41.1 404 40.0 412

2. Transfer Payments

a. Subsidies 19.6 446 361 1254 1.0 2.0 3.1 3.8 5.7 9.6 12.3 159
b. Transfer to

Local Bodies 163 198 . 238 359 08 09 0.8 1.1 47 43 3.4 45
¢. Other Transfer

Payments 29.8 464 8.1 996 1.5 2.1 29 3.0 8.8 100 (1.8 126
Total -2 658 1108 192.0 2609 34 49 6.8 8.0 192 238 275 33l
3. Total Current 2070 2986 4707 5860 107 132 168 179 603 642 675 743

Expenditure (1+2)

4. Gross Fixed Capital 385 392 633 499 20 17 23 1.5 112 8.4 9.1 6.3
Formation

5. Financial Qutlay 258 369 498 422 13 1.6 1.8 1.3 7.5 79 7.1 5.3
6. Capital Transfers 719 902 113.6 1110 37 4.1 4.0 34 210 195 163 141
and Loans

7. Total Capital 1362 1663 2267 2031 7.0 74 8.1 62 397 358 325 257
Expenditure :

(4+5+6)

8. Total Expenditare 3432 4649 6974 7891 177 206 240 241 1000 100.0 1000 1000
(3+7)

Note: Total expenditure excludes interest payments.

TABLE 5. OUTSTANDING DEBT OF CENTRAL AND STATE GOVERNMENTS (AS PERCENTAGES OR.GDP)

1974-75 1979-80 1984-85 1989-90 199091

O @ 6) @ ®) ©

A. Centre 325 43.9 49.0 59.1 593
1. Internal Debt 16.9 213 253 29.3 29.0

2. External Debt 8.8 8.7 7.2 6.2 59

3, Other Liabilitics, of which 6.9 13.9 16.5 235 243

a. Small Savings 4.4 6.0 74 92 94

b. Provident Fund 1.8 2.1 1.8 2.1 22

B. Suates# : 4.7 52 58 64 65
C. Total : 37.2 49.1 54.9 65.4 65.7

# Excludes loans from the Central Government.
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TABLE 6. COST OF GOVERNMENT BORROWING IN INDIA

Years Interest Payment Amount of Debt Outstanding at Effective Rate of Interest
(Rs Crore) end-March (Rs Crore) (Per cent)

) @) ® )
1974-75 1,169 27,239 43
1975-76 1,461 31,296 4.7
1976-77 1,749 35,201 5.0
1977-718 1,741 45,131 3.9
1978-79 2,190 48,779 4.5
1979-80 2,665 56,134 4.7
1980-81 2,957 66,655 4.4
1981-82 3,745 76,835 4.9
1982-83 4,637 93,837 4.9
1983-84 5,524 1,05,767 5.2
1984-85 6,863 1,26919 5.4
1985-86 8,606 1,52,053 5.7
1986-87 10,591 183,422 5.8
1987-88 12,991 2,15,121 6.0
1988-89 16,447 » 2,53,309 6.5
198990 20,501 297,125 6.9
199091 25,006 3,48,909 7.2

TABLE 7. GROWTI! OF PER CAPITA GOVERNMENT EXPENDITUR E (1981-82 PRICES)

(per cent per annum)
1974-75 1981-82 1986-87 1974-75
10 10 to to
1981-82 1986-87 1989-90 1989-90
(1) @ (3) 4 5)
1. Consumption Expenditure
a. Compensation 1o Employees 227 8.25* 6.39 528
b. Net Govemment Maintenance 430 8.09 2.60* 5.69
Total y 3.03 8.20* 4.91* 543
2. Transfers
a. Subsidies 11.78 10.50 10.38 11.23
. b. Transfer 1o Local Bodies 224 4.96 12.39* 458
¢. Other Transfers 5.39 10.37* 9.03 7.93
Total Transfers 6.96 9.96 10.00 8.60
3. Total Current (1+2) 4.39 893 7.01 6.62
4. Gross Fixed Capital Formation 1.99 12.47* -7.05* 515
5 Financial Qutlay 3.42 7.97* -9.78* 3.62
6. Total Capital Transfers and Advances
a. Local Bodies 5.26 593 SRLLE 4.74
b. Others 2.51 112 -2.65 1.28
Total 2.81 1.77 2.35 1.73
7. Total Capital Expenditure (4+5+6) 2.64 556 -5.05* 2.91
8. Total Expenditure (3+7) 3.72 7.84* 3.37* 5.41
9. Per capita GDP (at 1980-81 1.6 2.7* 4.3+ 2.5
Prices)

Note: Growth rates have been estimated by using the kinked exponential regression model. See Boyce (1986). *Significantly
different from the previous period.
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TABLE 8. GROWTH OF PER CAPITA EXPENDITURE ON ADMINISTR ATIVE SERVICES (1981-82 PRICES)
(per cent per year)

1974-75 1981-82 1986-87 1974-75
o to 10 1o
1981-82 1986-87 1990-91 1990-91
1) ) 3 @ &)
1. Defence - Revenue 0.9 7.7* -5.3* 26
- Capital 0.4 20.5* 25.4* 126
- Total 0.8 9Q.5% 0.2* 42
2. Other Administrative Scrvices of which
- Revenue 2.5 9.4* 8.7 6.4
- Capital 18.6 36.6% -17.6* 18.1
- Total 2.6 10.6* 6.8* 6.6
(i) Police - Revenue 3.0 7.6* 6.7 55
é.Tolal Administrative Services
- Revenue 1.6 8.9%* 2.8* 48
Capital * 0.5 25.0*% 11.8* 121
- Total 1.5 10.3* 4.0* 55

TABLE 9. GENER AL ADMINISTRATIVE EXPENDITURE - LEVEL AN COMPOSITION (1974-75 1O 1990-91)

Description

Revenue Capital Total

1974-75

1981-82

1986-87

199091

Revenue Capital

Total

Revenue Capital

Total

Revenue Capital Total

1) @ @ @ (5) ©® Q) ®) @ aqo 1) az (13)
I. As Percentage of GDP
a. Defence 2.6 0.3 29 2.6 0.3 2.9 34 0.5 39 2.0 09 2.9
b. Police 0.8 n 0.8 09 n 0.9 1.0 n 1.0 1.1 n 1.1
¢. Others 1.7 n 1.7 1.9 n 1.9 25 0.4 29 3.1 02 3.2
d. Total -5.1 03 5.4 5.4 03 5.7 69 0.9 78 62 1.1 7.2
IL. Per Capita at 1981-82 Prices (Rs)
a. Defence 50.8 56 564 588 73  66.1 946 13.0 1076 69.6 296  99.2
b. Police 14.8 n 14.8 A 19.4 19.4 283 - 283 362 - 36.5
¢. Others 336 0.5 341 429 - 428 718 11.8 836 1055 48 1103
d. Total 99.2 61 1053 1213 73 1283 1947 24.8 2195 2114 344 245.8

n - negligible.
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TABLE 10. GROWTH OF PER CAPITA EXPENDITURE (1981.82 PRICES) ON SOCIAL SERVICES

(per cent per year)
1974-75 10 1981-82 to 1986-87 10 1974-75 to
1981-82 1986-87 1990-91 199091
() @) 6) (4)

1. Revenue Expenditure .

a. Education, 36 7.4% 16 59

b. Medical and Public Health 6.4 7.1 34> 6.2

¢. Family Welfare 3.0 14.9* -0.2* 7.2

d. Housing and Urban Development 86 5.9* 58 7.1

e. Social Security and Welfare 10.2 10.2 1.8* 8.7

f. Total Social Services 53 8.0 4.8* 6.4
2. Capital Expenditure

a. Education 42 15.0% -0.6* 1

b. Medical and Public Health 119 4.0* -6.8% 5.1

¢. Family Welfare 13.7 38.7* -15.3* 17.3

d. Housing and Urban Development 53 8.2% -8.2* 4.0

e. Social Security and Welfare - - - -

f. Total Social Services 15 11.2* -5.1* 6.7
3. Towal Expenditures

a. Education 36 7.4% 7.6 59

b. Medical and Public Health 71 6.7 2.2 6.1

¢. Family Welfare . 34 15.8* -1.2* 16

d. Housing and Urban Development 74 6.9 1.0* 6.1

e. Social Security and Welfare 102 10.2 1.8* 8.7

f. Total Social Services 55 8.3* 4.1* 6.4

Note: Growth rates have been estimated by using the kinked exponential model.
* denotes that growth rates are significantly different from the previous period.

TABLE 11. SHARE OF EXPENDITURE ON SQCIAL SERVICES OF THE CENTRE, STATES AND UNION TERRITORIES IN GROSS
DOMESTIC PRODUCT (GDP)
(per cent)

1974-75  1981-82  1987-88  1990-91

1. Revenue Expenditure

a. Education, Art, Culture and Scientific Services 2.31 2.68 3.46 3.43
b. Medical and Public Health and Family Welfare 0385 1.13 143 1.29
c. Housing and Urban Development 0.10 0.17 020 0.22
d. Social Security and Weifare 037 0.61 078 0.73
e. Others 0.30 0.43 055 0.42
Total Social and Community Services " 392 5.02 641 6.09

2.Capital Expenditure

a. Education, Ant, Culture and Scientific Services 0.05 0.08 0.09 0.09
b. Medical, Public Health and Family Welfare 0.09 0.18 0.19 0.12
c. Housing and Urban Development 0.06 0.0% 013 0.07
d. Others 0.03 0.05 010 0.07
Total Social and Community Services 024 0.40 051 0.35
3.Total (Revenue pius Capital Expenditure)
a. Education, Ant, Culture and Scientific Services 236 2.76 355 3.52
b. Medical and Public Health and Family Welfare 0.94 1.32 1.62 1.41
¢. Housing and Urban Development 0.17 0.27 033 0.29
d. Social Security and Welfare 037 0.6! 078 0.73
€. Others 033 0.47 0.65 0.50

Total Social and Community Services 4.16 5.42 692 . 6.44
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TABLE 12. GROWTH OF PER CAPITA EXPENDITURES (AT 1981-82 PRICES) ON WAGES AND SALARIES IN SOCIAL SERVICES

(per cent per year)

197475 1981-82 1986-87 1974-15
to to to ) to

1981-82 1986-87 1989-90 1989-90
1.Education 6.5 78 6.6 7.1
2 Heaslth 6.3 8.3 5.8 71
3.Social Security and Welfare 3.1 8.1 9.2 6.2
4.Housing and Community Services 09 11.6 i.1 5.3
5.Culural Services 13 -1.8 11.0 1.1
6.Total Social Services 5.6 8.0 6.4 6.7

Note: Growth rates have been estimated using the kinked exponential regression model.
Source: Central Statistical Organisation, Ministry of Planning, Government of India.

TABLE 13. SHARE OF EXPENDITURE ON ECONOMIC SERVICES IN GDP
(per cent)

1974-75 1981-82 1986-87 1990-91

1. Revenue Expenditure

a. Direct Subsidies 0.54 1.01 1.64 1.83
b. Agriculture and Allied Services 0.89 1.52 1.87 2.08
c. Industry and Minerals 0.25 0.50 0.62 0.46
d. Power, Irrigation and Flood Control 0.24 0.38 0.53 0.51
e. Transport and Communication 0.43 0.62 0.56 0.50
f. Others 0.22 0.31 0.37 0.44
Total Economic Services 2.56 4.34 5.58 5.81

2. Capital Expenditure

a. Agriculture and Allied Services . 062 0.15 0.08 0.13
b. Industry and Minerals 0.74 1.06 1.23 0.26
c. Power, Irrigation and Flood Control 0.98 1.55 1.46 1.39
d. Transport and communication 0.72 1.13 1.14 0.75
e. Others ) 0.18 0.39 0.29 0.36
Total Economic Services 3.24 4.28 4.20 2.88

3. Total (Revenue plus Capital Expenditure)

a. Direct Subsidies 0.54 1.01 1.64 1.83
b. Agriculture and Allied Services 1.51 1.67 1.94 2.20
¢, Industry and Minerals 0.99 1.57 1.84 072
d. Power, Trrigation and Flood Control 122 1.92 1.99 1.90
e. Transport and Communication 1.15 1.74 1.70 124
d. Others 0.40 0.70 0.66 0.80

Total Economic Services 5.80 9.62 978 8.70
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TABLE 14. PER CAPITA EXPENDITURE ON ECONOMIC SERVICES
(at 1981-82 Prices Rs)

1974.75 1981-82 1986-87 1990-91
) : 2) (3) @ (5)

1. Revenue Expenditure
a. Subsidies 1047 22.85 46.84 62.20
b. Agriculwre and Allied Services 17.34 34.35 5239 70.74
c. Industry and Minerals : 4.89 11.36 1732 15.83
d. Power, Irrigation and Flood Control 458 8.51 1481 17.29
e. Transport and Communication 824 13.90 15.60 16.87
f. Others 422 7.02 1043 15.10
Total Economic Services ’ 49.73 97.97 156.61 198.03

2. Capital Expenditure

a. Agriculture and Allied Services 11.93 3.31 222 4.28
b. Industry and Minerals 1432 24.01 3444 8.81
c. Power, Irrigation and Flood Control 19.03 34.92 4113 47.44
d. Transpon and Communication 13.97 25.45 32,05 25.39
e. Others 348 8.83 821 12.21
Total Economic Services 6273 96.51 118.06 98.12

3, Total (Revenuc plus Capital Expenditure)

a. Subsidies 1047 22.85 46.04 62.20
b. Agriculture and Allicd Services 29.26 37.66 5461 75.02
c. Industry and Minerals 1921 3536 5177 24.63
d. Power, Irrigation and Flood Control 23.61 43.42 55.95 64.72
e. Transport and Communication 2222 39.35 47.65 42.25
d. Others 171 15.85 18.65 27.31
Total Economic Services 11247 194.48 262.62 296.15

Source: 1. Indian Economic Statistics, Ministry of Finance, Government of India. 2. Office of the Registrar General, Government of
India.

TABLE 15. GROWTH OF PER CAPITA EXPENDITURES ON ECONOMIC SERVICES (1981 -82 PRICES)

(per cent per year)
1974-75 to 1981-8210 1986-87 10 1974-75 o
1981-82 1986-87 1990-91 1990-91
M @ ®) @)
1. Revenue Expenditure
a. Subsidies 9.8 10.3 11.9 104
b. Agriculture and Allied Services . 104 6.9% 7.7 8.5
¢. Industry and Minerals 84 9.8 0.6* 7.6
d. Power, lrrigation and Flood Control 88 10.2 4.1* 8.6
¢. Transport and Communications =12 1.1* S.0* 42
f. Total Economic Services 8.7 7.5 7.8 8.0

2. Capital Expenditure

& Subsidies - -
b. Agriculture and Allied Services -9.1 -3.9¢ 3.1 -5.9
¢. Industry and Minerals . . 3.0 7.0* -29.7* -2.1
d. Power, Irrigation and Flood Contro 82 1.3* 4.8 4.7
¢. Transport and Communication 8.6 2.9* 2.0% 43
Total Economic Services 52 2.9* 4.4% 26

3. Total Expenditures

a. Subsidies 9.8 10.3 11.9 104
b. Agriculture and Allied Services 58 7.7 5.6* 6.5
c. Industry and Minerals 44 8.0% -16.6* 1.9
d. Power, Trrigation and FFlood Control 83 3.3+ 4.6 56
¢. Transport and Communication 8.0 2.2 0.6 43
f. Total Economic Services 6.8 5.6 2.9* 56

Note: Growth rates have been estimated by employing a kinked exponential regression model. *Significanly different from the
previous period.
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Per Capita Expenditure

Percentage of

Percentage of Total

(in 1981-82 rupees) Expenditure to GDP Economic Services
74-75 81-82 86-87 89-90 74-75 81-82 86-87 89-90 74-75 81-82 86-87 89-90

(1) @ G @ & & O @ (© qo qay a2 (13)
Compensation to 11.6 161 219 272 0.6 0.7 0.8 0.8 1.4 15 7.1 7.8
Employees .
Net Government 69 134 168 180 0.4 0.6 0.6 0.6 44 6.2 5.5 52
Maintenance
Subsidy 19.5 442 834 1202 1.0 2.0 30, 37 125 206 271 344
Other Transfers 4.7 97 180 252 0.2 0.4 0.6 0.8 3.0 45 5.9 7.2
Current Expenditure Total ~ 42.6 834 1399 190.6 2.2 3.7 5.0 58 273 388 455 54.6
Gross Capital Formation 27.1 231 284 217 1.4 1.0 1.0 08 174 107 9.2 7.9
Financial Outlay 25.5 350 448 358 1.3 1.6 1.6 1.1 164 163 146 10.2
Capital Transfers and Net 60.6 734 942 953 3.1 33 34 29 389 342 306 273
Advance
Capital Expenditure Total 1132 1315 1674 158.8 5.8 5.8 6.0 49 727 612 545 454
Total Economic Services 155.8 2149 3074 3494 8.0 9.5 11.0 107 1000 1000 100.0 100.0
Note: The figures in this table do not strictly correspond to those in Table 13 and 14 as the data sources are different.

"TABLE 17. GROWTH OF PER CAPITA [EXPENDITURE ON ECONOMIC SER VICES (1981-82 PRICES)

(per cent per year)

Expenditure Category 1974-75 1981-82 1986-87 1974-75
10 to to to
1981-82 1986-87 1989-90 1989-90
(1) ) 3) 4) (5)
1. Current Expenditures
1.1 Compensation to Employees 43 5.8 6.7 53
1.2 Net Government Maintenance 8.5 36 2.0 56
1.3 Subsidy 11.8 102 10.5 11.0
1.4 Other Transfers : 10.4 85 17.2 104
Total Current Expenditure 9.4 84 9.8 9.0
2. Capital Expenditures
2.1 Gross Capital Formation -0.7 7.0*% -3.3* 24
2.2 Financial Outlay 3.0 6.9 -11.2* 2.8
2.3 Capital Transfers 1.7 19 0.5 1.6
Total Capital Expenditure 1.6 39 -3.6* 20
Total Economic Services** 4.2 6.1 2.8% 4.8

Note: Growth rates have been estimated by employing a kinked exponential regression model.

* The growth rate is significantly different from the previous period.
** The growth rates do not correspond to those given in Table 15 as the data sources are different.



NON-PARAMETRIC APPROACH TO STUDYING
WAGNER’S LAW FOR THE INDIAN ECONOMY

Mala Lalvani

The Wagnerian hypothesis asserting that the development of a nation is accompanied by rising
government expenditure has been variously interpreted and tested by economists the world over. In
the present paper we make use of the non-parametric approack of Multiple Rank F test when checking
the direction of causation in the different versions of the Wagnerian hypothesis which have evolved
due to an imprecise statement of the hypothesis in its original form. On the basis of our present
exercise there emerges a near unanimous conclusion that direction of causation runs from income
to expenditure thus vindicating the Wagnerian proposition in the Indian context,

1. Introduction

The role of state in the development of nations
has been made to occupy a front stage position by
Public Choice theorists who have examined the
issue from an interdisciplinary perspective.
Transcending the dividing line between econo-
mics and politics they have succeeded in bring to
the fore the New Political Economy perspective
of examining the role of state [sce Mueller, 1987,
1989; Cullis and Jones, 1992].

Thisinterestin looking at growth of government
can be traced back to as early as the nineteenth
century German economist, Adolf Wagner.
Wagner hypothesised that the development of a
nation is accompanied by an increase in govern-
ment expenditure. Since then this Wagnerian
hypothesis or what is more popularly known as
‘Wagner’s law’ has succeeded in capturing the
attention of a number of economists the world
over. The large number of studies which have and
which continue to concern themselves with it
speak volumes for the appeal which this century
old phenomenon continues to have for
researchers.

The present paper is in the tradition of recent
literature which concerns itself with testing if the
Wagnerian hypothesis is robust to the application
of more sophisticated econometric techniques,
The present exercise operates at two levels. At the
first level we try and replicate the result of the
Holmes and Hutton study for the Indian economy
with an extended data set using the non-
parametric approach applying the multiple rank
F test as suggested by them [sece Holmes and
Hutton, 1990]. We also try and see if the results
hold good when a modification is introduced by

way of considering the variables in real terms. At
the second level, this paper looks at the different
‘versions’ of Wagner’s law which have evolved
due to an imprecise statement of the law in its
original form, The same non-parametric tech-
nique of multiple rank F test is applied here too.
However, at this point we consider not only the
conventional aggregate expenditure measure but
also current expenditures which co-integration
technique shows as having a long run relationship
with the income measures given in these different
‘versions’.

Section 2 gives a bird’s eye view of Wagner’s
law and a brief summary of the literature
appearing on it. Section 3 deals with the data and
methodological aspects of the study. Section 4
reports the results of the empirical exercise and
Section. 5 concludes the study.

2. Wagner’s Law: An Overview

The Wagnerian hypothesis asserting that the
development of a nation is accompanied by an
increase in government expenditures, has
attracted a great deal of attention and a large
number of economists have attempted to test the
validity of this hypothesis for almost every
country. Leading journals have appeared with
articles authored by renowned economists, who
have variously interpreted the Wagnerian
hypothesis. For some, Wagner had expenditure
per capita in mind but for others, it was expen-
diture as a share of national income that he was
referring to. As regards ‘development’, some
economists considered GNP to be the most
appropriate indicator but others opted for GNP
per capita, while yet others felt that GDP or GDP

Mala Latvaniis UGCResearch Fellow, Departimentof Economics, University of Bombay, Vidyanagari, Bombay-400098.
Thanks are due 1o Dr. Ajit Kamik [or his guidance. I owe an enormous debt to Neeraj Hatekar for his assistance with

the econometrics.
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per capita was the right measure. Such a variety
ininterpretations was bound to give rise to a spate
of articles dealing with, what may be termed as
the different ‘versions’ of Wagner’s Law.

The initial works which appeared in the field
were concerned with simplistic single equation
models. A large number of articles employing
both, time-series and cross-section techniques,
have examined the Wagnerian phenomenon for
various countries [see Gupta, 1967; Wagner and
Weber, 1977; Reddy, 1970, 1988; Henning and
Tussing, 1974; Toye John, 1981; Ganti and
Kolluri, 1979; and Abizadeh and Yousefi, 1985
for time series studies, and Gandhi, 1971; Goff-
man and Mahar, 1971; Ram, 1986, 1987; Abi-
zadeh and Gray, 1985; and Ashan ez al., 1989 for
cross section studies]. :

Implicit in the formulation of the simplistic
single equation static models is that the direction
of causality is from income to the expenditure
measure. Pioneering work in examining the
direction of causation was that of Sahni and Singh
[1984] for India and by the same authors for
Canada [Singh and Sahni, 1984]. Ram [1986]
extended their work to a multi-country sample of
63 countries and Ashan et al., [1989] to a sample
of 24 OECD countries.

A more recent development in causality testing
has been the employment of a non-parametric
technique [Holmes and Hutton, 1990; Bhat et al.,
1991]. They speak of the superiority of the mul-
tiple rank F test which Monte Carlo experiments
have shown to be robust over non-normal errot
distributions.

3. Data and Methodology

The sample period chosen for the study of the
Indian economy extends from 1950-51 to
1991-92. This section has been further sub-
divided into two sub-sections, Section 3(A)
cxplains the methodology for the extended
version of the Holmes and Hutton study we have
undertaken and of the modified version too.
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Section 3(B) looks at the methodology adopted
for examining the different ‘versions’ of Wag-
ner’s law.

3(A): Methodology for an Extension of the
Holmes and Hutton Study

Prior to explaining the procedure followed
when adopting the non-parametric technique of
multiple rank F test, it must be noted that Holmes
and Hutton [1990] have made explicit the dis-
tinction between Granger prima facie causality
and causality and the fact that they concem
themselves with the former. Xis saidtobea prima
facie cause of Y if X precedes Y in time and if
P(Y/X)=P(Y). Causality, in addition to the above
also requires that X must not be a spurious cause
of Y. A spurious cause is a prima facie cause
which is explained in the presence of another
prima facie cause. The steps involved while
performing a multiple rank F test have been
briefly outlined below.

The Multiple Rank F Test

The functional form for carrying out the mul-
tiple rank F test is given as:

Kl
8(Y)=0p+ .Z:i Ba(Y.)

k2
+ 21, uh(G,)+e,

(D
Kl
h(G) =8+ % 6h(G,)
x2
+ §| te(Y,)+v, (2

where,
Y = income measure
G = expenditure measure
g(Y) = ranked series of income
h(G) = ranked series of expenditure

The error terms e, and v, are assumed to be i.i.d.
The two hypothesis examined are
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Al =,=..... r... =, = Oimplies G is not
aprima facie cause of Y in equation (1).

b)H;: 1,=1,=......... =T, = Oimplies Y isnot
aprima facie cause of G in equation (2).

The rank transformed serics is obtained by
assigning ranks in ascending order. Rank 1 is
assigned to the smallest observation and N to the
largest. A separate series using the same method
has to be obtained for each of the lagged and lead
values to be considered. Rank transformations
being monotonic in nature, the logarithmic form
of the variables need not be considered and the
assignment of ranks would remain unaffected.
The multiple rank F test of the prima facie causal
relationship between G and Y involves the vari-
ables, each of the lagged and lead series measured
inranks, OLS estimation of equations (1) and (2)
and calculation of the standard F statistic based
on these ranked regressions. '

The superiority of the multiple rank F test lies
in the fact that it is not limited by the hypothesis
of a specific functional form of the ranked series
of the variables nor by the assumptions of
homoscedasticity and normality of the error
terms, Borrowing the words of Holmes and
Hutton - ‘With little to lose in employing the
multiple rank F test when all parametric
assumption are met and much to be gained when
the relationship is weak and such assumptions
violated, the rank F testappears to be an appealing
alternative to parametric testing’ [Holmes and
Hautton, 1990, p. 90].

The income measure they suggested was gross
domestic product in per capita nominal terms,
denoted in our study by PNY. Their expenditure
measure - aggregate expenditure excluding debt
servicing (i.e. interest payments) in nominal and
per capita terms, is given here by PCNET", Going
by their study, both these variables are first
difference stationary and thus a rank transformed
series is obtained for both these variables in first
differences®, the procedure for rank transforma-
tion being similar to that as explained earlier in
this section,

In the modified version of the study, we con-
sider the income measure, gross domestic prod-
uct, which is available to us at 1980-81 prices

(PCY) and the expenditure measure (PNI) is’
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converted into real terms using the GDP deflator.
Dickey Fuller (DF) and Augmented Dickey
Fuller (ADF) tests are done to check for station-
arity. The firstdifference variables whichare seen
to be stationary are rank transformed as was
explained above.

Once we had the ranked series for both the
original and.the modified version, we took to
checking the direction of causation. Income
causing expenditure would vindicate the Wag-
nerian hypothesis while the Keynesian viewpoint
would be borne out if the reverse direction of
causation is secn. The procedure for causality
testing is identical to that followed when para-
metric technique of estimation is adopted, the
only difference being that the ranked series are
now used instead of the original data. A brief
description of this procedure for causality testing
is outlined below.

Causality Tests

The most widely used definition of causality is
that of Granger causality [Granger, 1969]. It
emphasizes the impossibility of an ‘effect’ pre-
ceding its ‘cause’. X is said to Granger cause Y
(denoted as X->Y) if Y at current time period can
be more accurately predicted by using past X
values rather than by not doing so. Instantaneous

causality from X to Y is denoted by X 5 Y.and

feedback between X and Y is writtenas X <-> Y.

The four types of Causality tests which have
been set out in Nachane, 1991 are: (i) Sims’
original [1972] test (OS test) (ii) Sims” modified
[1974] 1est (MS test) (iii) Granger’s [1969] test
(GR test) (iv) Geweke’s {1982] test (GW test).
In the present exercise we leave out the OS test
which due to the fact that it regresses the depen-
dent Y variable on current, past and future X
values, is prone to serial correlation problem. The
GW test too is not considered here. The GR and
MS tests which were performed are explained
using the following canonical notations:
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PCNET,= 3, A, PCNET,, +u,, (3)
s=1

PCNET,= 3, A,PCNET,,
s=1

+ 2 B,PNY, +u,

=1

PCNET,= J, A,PCNET,,
=1

)

+ 2 B, PNY, +u,
=0

PCNET,= ¥, A, PCNET,,

s=1

+ 3 B,PNY, +u,

3=—00

PNY,= 3 C,PNY,, +v,
s=1

..(6)
o)

PNY,= 3, C,PNY,,

3=l

+3 D,PCNET,, +v,

=]

PNY,= 3 C,PNY,,
=]

...(8)

+ };io D,PCNET,, +v,, ..(9)

PNY,= 3. C,PNY,,
s=]

+ 3 D,PCNET,,+v,

p=--00
where,
PCNET: [(government expenditures - interest
payments) in current prices] /population
PNY: gross domestic product in current pri-
ces/population »

...(10)

Equation (3) as a restriction on (4) shows if PNY
is a Granger cause of PCNET. Equation (7) as a
restriction on (8) shows PCNET as a Granger
cause of PNY. (4) as a restriction on (5) and (8)
as a restriction on (9) shows instantaneous cau-
sality by the Granger method from PNY to
PCNET and PCNET to PNY, respectively.
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The Modified Sims (MS) test regresses PNY on
current, past and future values of PCNET and on
past values of PNY. The null of PNY not causing
PCNET, is rejected if the future coefficients of
PCNET are significant. By the MS test, estimat-
ing (5) as restriction on (6) shows PCNET as a
cause of PNY. The reverse direction of causation
from PNY to PCNET is checked by estimating
(9) as a reswriction on (10). Restricting (4) on (6)
and (8) on (10) tests for instantancous causality
from PCNET to PNY and PNY to PCNET,
respectively.

The same methodology was used when testing
for causality between other pairs of variables.

The one obvious problem with the equations
specified above is that as they stand they contain
an infinite number of parameters that cannot be
estimated from a finite set of observations (Judge
et al., 1985, 1988], thus. necessitating lag selec-
tion. The lag selection procedure that we have
used is that suggested by Hannan-Quinn [Hannan
and Quinn, 1979]. Itis given by:

+ (2mc)in In(n)

HQ(m) = In(c?) ¢>1

where,

62, = sum of squared residuals

m = number of lags of the independent variable
n = number of observations

The choice of HQ parametrization procedure was
done on the ground that even though strongly
consistent, this criterion is less likely to under-
estimate the true order than other consistent
procedures [Nachane et al,, 1988].

Qur next step was to introduce a modification
in the Holmes and Hution study and repeat the
same procedure step by step with the expenditure
measure afier it was deflated using the implicit
GDP deflator. GDP at 1980-81 prices was the
income measure considered.

3(B): Methodology for Testing the Various
‘Versions' of Wagner's Law

Enlisted below are the functional forms of some
of the initial static versions of the law [Mann,
1980].
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TABLE 1. DIFFERENT VERSIONS OF WAGNER'S LAW
Version Functional Form . Hypothesis
Traditional E =f(GDP)
Peacock-Wiseman In E = a+b In(GDP) b>1
{1967
Goffman [1968] E =1(GDP/P)
In E = a+b In(GDP/P) b>1
Pryor [1968] C =f(GDP)
In C = a+b In(GDP) b>1
Musgrave [1969] E/GDP = f(GDP/P)
In(E/GDP) = a+b In(GDP/P) b>1
Gupta[1965] and E/P = f{(GDP/P)
Michas [1975] In(E/P) = a+b In(GDP/P) b>1
Modified E/GDP = f(GDP)
Peacock-Wiseman In (E/GDP) = a+b In(GDP) b>1
Structural i) EXPR =f{ (ARATIO)
Hypothesis EXPR = a+b (ARATIO) b <0
ii) EXPR = f (MRATIO)
EXPR = a+b (MRATIO) b>0
Where, E = level of aggregate expenditure at constant price

P = population
GDP = gross domestic product at constant price
= govemment consumption expenditure
= GDP from agriculture/total GDP
MRATIO = GDP from manufacturing/total GDP
EXPR = aggregate expenditure/iotal GDP
Note: All variables are in real tems

Thus, while Peacock-Wiseman [1967] mea-
sured expenditares and GDP in absolute terms,
for Goffman [1968] per capita GDP was a better
representator of development. Musgrave [1969]
was of the opinion that expenditure as a propor-
tion of GDP would rise as per capita income rose.
Gupta [1967] and Michas {1975] considered per
capita expenditure to be a function of per capita
income. The modified version of Peacock-
Wiseman in keeping with Musgrave’s view
considered the expenditure measure as a share of
GDP. It is our contention that causality testing
proceeds on a sounder footing if co-integration
technique establishes the presence of a long run
equilibrium between the concerned variables. In
our ¢xercise, these tests show current expendi-
tures and the income measure as specified in the
different versions to have a long run relationship.
Going by the results of these tests we rank

transform current expenditures. This transfor-
mation technique is also applied to aggregate
expenditures, the measure conventionally used by
economists. The procedure followed for carrying
out the unit root test for residuals and co-
integration is briefly described below.

Testing For Unit Root and Co-integration

It is widely acknowledged that stationarity of
variables is essential for standard inference pro-
cedures in dynamic time series models. The
danger of working with non-stationary variables
is something that econometricians today are
versed with. A linear regression with two deter-
ministically trended variables (i.e., when the
mean of the process increases over time) or with
two variables subject to a stochastic trend (i.e.,
when the variance of the process increases over
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time) will in all probability give us evidence of a
spurious relationship when none exists [Granger
and Newbold, 1986; Newbold and Davies, 1978].
Transforming a non-stationary series to a sta-
tionary one by differencing ‘d’ times makes it a
series integrated of order *d’, denoted by:

x~I(d)

When two series x, and vy, are integrated of order
d and there exists a linear combination of these
two variables integrated of order ‘d-b’, then the
two series are said to be co-integrated. Symbol-
ically, .

Xo ¥~ Cl(d,b)

Intuitively, if two or more non-stationary vari-
ables have a long run relationship but the- devi-
ations from this long run path are stationary then
the variables are said to be co-integrated.
Co-integration theory addresses itself to the
testing and specification problems associated
with long run equilibrium relationships [see
Charemza and Deadman, 19931,

The testing procedure for unit roots proceeds in
two steps: '

Step 1

We test for the order of integration of each of the
variables involved in the long run relaticnship
given by:
XE=bGDPT, + u, «(11)
First, consider the dependent variable XEt. If we
wish to test the hypothesis that it is integrated of
order one, we must test for p=1 in the following
equation:
XE=pXE,, + & ..(12)
If p=1 when ¢, are identical and independently
distributed, equation (2) would be a representa-
tion of a ‘random walk’ where the variance of the
process is a linear function cof time and the
stochastic process XE, is non-stationary. In such
acase the error term follows a negatively skewed
distribution as against a normal distribution, an
assumption critical to OLS estimation. Hence it
is the Dickey Fuller (DF) or the Augmented
Dickey Fuller (ADF) tests which are resorted] to.
The DF test is a test of the hypothesis that p=1,
hence the name unit root test. Itis based on testing
the negativity of & in the equation below:
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XE, = 8XE,, +£,
or, dXE =(1+8)XE,_ +¢
where, p= (1 +8),dXEt = XE,--XE,,

The value of & is checked against the critical
values provided in Fuller [1976]. A rejection of
the null of &=0 in favour of 8<0 implies p<1 and
XE, is an 1(0) process. Failure to reject the null
causes the DF equation to become; \
d’XE = 8dXE,, +¢, ..(14)
where, d? indicates second difference and d as
earlier implies first difference. Now, if 8<0 is
accepted, the series XE, is stationary and
XE~I(1).

To overcome a shortcoming of the DF test
which does not take care of autocorrelation in g,
Dickey and Fuller [1981] suggested the Aug-
mented Dickey Fuller (ADF) test. The ADF test
uses lagged dependent variables as additional

explanatory variables. The ADF equivalent of
(12)is:

...(13)

XE,= 3XE,  + 3 8- XE, +# ..(15)
i=l

Here too the value of & is checked against the
critical values given for the DF test.

Step 2

If XE, is I(1) and GDPT, is I(1) in equation (1),
then it may be that u, is I(0) and the variables are
co-integrated. For a check on this unit root tests
(DF and ADF) were performed on the residuals

DF: du,=du, +e, ...(16)

X
ADF: du, =08u,,+ 2 ddu,+e, ()
i=1

where u, are the OLS residuals obtained from
equation (1) and d indicates first differences. As
was the case for the integration test, the value of
8 is checked against critical values.

4. Empirical Results

As in the earlier section on methodology, this
sectiononempirical resultstooissub-dividedinto -
two sub-sections - Section 4(A) deals with the
results of the Holmes and Hutton study, both in
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its original and modified form and 4(B) rcports
the results of co-integration and causality testing
for the different versions of Wagner’s law.,

4(A): Empirical Results of the Extended Version
of Holmes and Hutton Study

Following Holmes and Hutton we considered
ranked series of nominal per capita gross
domestic product (PNY) as the income measure
and that of nominal per capita aggregate expen-
diture excluding interest payments (PCNET) as
the aggregate expenditure measure. Both Granger
{GR) and Modified Sims (MS) tests showed
unidirectional causality from expendilure 10
income measure. However, considering the
ranked scrics of both measures in real terms
causes a complete turn-around in the direction of
causation. In thismodified version income is seen
to cause expenditures, thus vindicating the
Wagnerian proposition. The results ‘of Holmes
and Hutton methodology using nominal mea-
sures, as has been suggested by them originally
and those obtained after making the modification
of considering the same variables in real tcrms,
are tabulated below:

. TABLE 24. RESULTS OF THE EXTENDED VERSION OF
HoLMmes aND HuTtroN STupY GR AND MS TEST
RESULTS (X = PCNET, Y = PNY)

Null hypothesis GR MS
Holmes and Hution

(original)

Y -/->X 2.735 2.070

(1,27) 2,22)

X J>Y 3.339* 3.405*

‘ (3,25) (3,23)

Yo/ X 1.645 1.509

(1,26) (322

X=1 Y 0355 3.080

(3.25) 4.23)

Note: Ranked series of the following variables are obtained.
PCNET = (aggregate expenditure at current prices - interest
payments)/ population

NY = (gdp at current prices)/ population. Figures in the
parenthesis denote the degrees of freedom for the numerator
and denominator, respectively.
* indicates significance at 5% level.
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TABLE 2B. RESULTS OF THE MODIFIED VERSION OF
HoOLMES AND HUTTON STUDY GR AND MS TEST
RESULTS (X =PNL Y =PCY)

Null hypothesis GR MS
Holmes and Hutton
(modified)
Y /X 5124 6.335%
(3.24) (2,24)
X 4>Y 0.384 0.121
(.27 1,22)
Y-/ =X 1.703 5.137
(1,23) (3.24)
X—/ Y 1.944 0.879
(1,26) (2.22)

Note: Ranked series of the following variables are obtained.

PNI = (aggregate expenditure at current prices -  interest
ayments)/ population

gCY = (gdp at current prices)/ population. Figures in the

parenthesis denote the degrees of freedom for the numerator

and denominator, respectively.

* indicates significance at 5% level.

The above table indicates that we are able to
replicate the results of the Holmes and Hutton
study, viz., expenditure causes income, for the
Indian economy even with the data set extending
upto 1991-92, However, a transformation of
variables from current to constant prices shows a
complete reversal in the direction of causation.

Thus, we find the Wagnerian viewpoint being
vindicated when variables are considered at real
prices. However, the Keynesian viewpoint is
borne oul when the variables are considered in
nominal terms.

4(B): Results of Testing Various Versions of
Wagner's Law

In the Indian context, expenditure data is
available to us as cxpenditures on revenue
account and on capital account. Each of these two
heads are further classified as developmental and
non-developmental expenditures. For the pur-
pose of the present study we experimented with
six different expenditure measures as defined
below:

XA = der+nder+dek+ndek
XB = dck+der
XC = ndck+nder
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XD = dek+ndek

XE = der+nder

XF = der+nder+dck+ndek-+loan+grant

where

der:  development expenditure on revenue
account

dek: development expenditure on capital
account

ndek: non-development expenditure on revenue
account

nder: non-dcvelopment expenditure on capital
account

loan: loan givén to states and union territorics.
It forms a part of the capital disbursements
of government of India

grant: grant-in-aid 1o states and union territories

for development purposes. They form a
part of the revenue expenditure of gov-
ernment of India

. Results of Unit Root Test and Co-integration

We used cach of the above measures with the
income measure as given in the six different
versions of Wagner’s law and tested for station-
arity, Each of the variables was found to be an
I(1) series, but it was only the XE measure, i.c.,
expenditure on revenuc account which was found
to be co-integrated with the income measures as
given by Peacock-Wiseman, Goffman, Mus-
grave, Gupta and Michas as well as in the
Modified Peacock-Wiseman versions. The XF
measure (aggregate expenditures on revenue and
capital account inclusive of loans and grants) as
aproportion of GDP was seen to be co-integrated
with ARATIO (GDP from agriculure/total GDP)
and MRATIO (GDP from manufacture/total
GDP) which are the variables in the structural
hypothesis suggested by Mann {1980]. For results
of the unit root test for residuals using the XE
measure for the six versionsof Wagner’s law (see
Section 2) and the XF measure used for the
structural hypothesis see Appendix A and B,
respectively. '

Having established the long run equilibrium
relationship between current expenditure and the
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income measures in the five initial versions and
between aggregate expenditure and the variables
in the structural hypothesis, our next step was to
check the direction of causality for these co-
integrated relationships as a test of the Wagnerian
proposition. But before we indulged in causality
testing a rank transformation was carried out for
each of the variables in the manner described
earlier in Section 3(A).

Below we present a brief description of each of
the versions and tabulate the results obtained in
each case using the XF measure of expenditure
as was the convention and the XE measure which
unitroot test for residuals and co-integration show
to have a long run relationship with the income.

(i) Traditional Peacock-Wiseman Version

Peacock and Wiseman postulated that aggre-
gate government expenditures increase at a faster
rate than output. The functional form of their
version may be expressed as:

E = f(GDP)
InE = a + bin{GDP)

b>1 would validate the Wagnerian hypothesis.
The results of the GR and MS tests for causality
between the ranked series of XE and GDP and of
XF and are tabulated below:

TABLE 3A. TRADITIONAL PEACOCK-WISEMAN
(X =XE, Y = GDPT)

null hypothesis GR test MStest
Y/-5X 6.776% 5.942+
(2,26) (224)
Xf->Y 1.193 1.027
(1,27) (124)

Yo/ X 5.188% 5.831*
(1,25) (324)
X-/5Y 4.063 3111
(1,26) 2.24)

Note: Ranked series of the following variables are obtained.
XE = (development+ non-development expenditure on rev-
enue account) in real terms.

GDPT =1otal gross domestic product at 1980-81 prices.

* indicales significance at 5%.
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TABLE 3B. TRADITIONAL PEACOCK-WISEMAN
(X =XF,Y =GDPT)

null hypothesis GRtest MS test
Y-/->X 9.077* 6.420*
(326) (229
X-/->Y 0.015 0.003
' 127 (1,24)
Y-/ X 1749 5.150%
| @24) (3.24)
X-1-Y 1.860 0.841
(1.26) 2,24)

Note: Ranked series of the following variables are obtained.
XF = (expenditure on revenue account+ on capital account+
loan+ grant) in real terms.

GDPT = total gross domestic product at 1980-81 prices.

* indicates significance at 5%.

The GR and MS tests for both, current and
aggregate expenditures, show unidirectional
causality from income to expenditure, thus con-
stituting a case for the Wagnerian hypothesis.

(ii) Pryo:- Version

‘In growing economies the share of public
consumption expenditures increases as national
income increases’ [Pryor, 1968, p. 451].

Symbolically,
C=f{(GDP)
InC = a+ blnGDP

b>1 would show support for the Wagnerian
hypothesis.
The causality test results for this version are:

TABLE 4 PRYOR (X =GFCE, Y =GDPT)

MS test

nul} hypothesis GR test
Y-1->X 18.079* 8.706*
(2.28) (2.20)
X-->Y 2.489 0.729
(.23) (1,26
Y-/ 55X 4676+ 6.539
(1.27) (3.20)
X~/ oY 1297 2.678
(1.22) (2.26)

Note: Ranked series of these variables are obtained.

GFCE = govemment final consumption expenditure at
1980-81 prices.

GDPT = total gross domestic product at 1980-81 prices.

* indicates significance at 5%.
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The GR and MS tests provide support for Wag-
ner’s hypothesis by showing unidirectional cau-
sality from income to government consumption
expenditure.

(iii) Goffiman Version

According to Goffman, ‘As a nation experi-
ences economic development with growth, an
increase must occur in the activities of the public
sector and that the ratio of increase when con-
verted into expenditure terms, would exceed the
rate of increase in output per capita’ [Goffman,
1968, p. 3591. The functional form may be spe-
cified as:

E = f{(GDP/P)
InE = a + bin(GDP/P)
Wagner’s hypothesis would be validated, if b>1.
The causality test results for this version are
tabulated below:

TABLE 5A. GOFFMAN (X =XE, Y =PCY)

null hypothesis GR test MStest
Y-/->X 3.876* 4.628*
(2,26) (1,25)
X-/->Y 2318 1786
(1,27 (1,24)
2.042 3278
i
Y-/ =X (1,25) (2.25)
1.692 1946
i
X-1 Y (1,26) 2,24)

Note: Ranked series of the following variables are obtained.

XE = (devlopment+ non-development expenditure on revenue
account) in real terms

PCY = total gross domestic product at 1980-81 prices/ population
* indicates significance at 5%.

TABLE 5B. GOFFMAN (X =XF, Y =PCY)

null hypothesis GR test MS test
Y-/->X 6.724* 6.317*
(3,26) 2,24)
XY 0.689 0257
(1,27 (1,24)
P
Y-/ -X 1.737 5.061*
(1,25) (324)
i
X=/ =Y 1.810 0971
(1,26) 2.24)

Note:

XF=(expenditure onrevenue account+ on capital account+ loan+
grant) inreal temns

PCY = total gross domestic product at 198C-81 prices/ population
* indicates significance at 5%.
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The GR and MS tests show unidirectional cau-
sality from per capita income to revenue expen-
diture, thus supporting the Wagnerian
proposition.

(iv) Musgrave Version

Wagner’s law ‘must be interpreted as postu-
lating a rising share of the public sector... (with
the) development of a country from low to high
per capita income ... [ Mann, 1980].
Symbolically,

E/GDP = f(GDP/P)
In(E/GDP) = a + bin(GDP/P)

b>1 would validate Wagner’s hypolhesw
The causality test results for this version are:

TABLE 6A. MUSGRAVE (X =EXRE, Y =PCY)

null hypothesis GR test MS test
Y-1->X 8247 7.124*
(2,26) (2,24)
X-/->Y 1901 1.323
(1,.27) (1.24)

Y-/ 5X 0290 5.110%
(1,25) (3.24)
X —; —-Y 0.737 0.808
(1,26) (2,24)

Note: Ranked serics of:

EXRE = [(devlopman- non-development expenditure on reve-

nue account) in real terms)/ GDPT

PCY total gross domestic product at 1980-81 pnccs/populallon
* indicates significance at 5%.

TABLE 6B, MUSGRAVE (X =EXPR, Y =PCY)

null hypothesis GR test MS test
Y-t->X 3573+ 5.368*
(3,24) (2,24)
X-f->Y 0.789 0.135
(1,27) (1,22)
i
Y-/ =X 0456 3.712*
(1L23) (3,24)
X~/ =Y 0.299 0.287
(1,26) 2,22)

Note: Ranked series of:

EXPR = (aggregate expendiwre (=XF) in real terms/ GDPT
PCY = total gross domestic product a1 1980-81 prices/population
* indicates significance at 5%.

Both the GR and MS tests support Wagner’s
hypothesis of income causing cxpenditure sharc
for the XE and XF cxpenditure measure.
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(v) Gupta and Michas Version

According to Gupta and Michas, it is per capita
expenditures which increase more than propor-
tionately as compared to per capita income.

E/P = f(GDP)
In(E/P) = a + bin(GDP/P)

b>1 validaies the Wagnerian proposition. _
Results of causality testing for this version are
tabulated below:

TABLF 7A. GUPTA AND MICHAS (Y = PCY, X = PCXE)

Null hypothesis GR test MSiest
Y/-5X 4.487* 3.886%
(2,26) (2,24)

X/->Y 1.681 1.258
(1,27) (1,24)

Y-/ 55X 2,029 /3.105
(1,25) (3.29)

X-1 Y 1262 1.654
(1,26) (1.24;

Note: Ranked series of:

PCXE = [(deviopment+ non-development expenditure on
revenue account) in real terms)/ population

GDPT= total gross domestic product at 1980-81 prices.

* indicates significance at 5%.

TABLE 78, GUPTA AND MICHAS (Y = GDPT, X = PCXP)

Null hypothesis GR test MS test
Y->X 6416 6.702%
(3,23) (2,24)
X-f->Y 0.175 0.090
(1,27) (1,23)
Y-/ X 2212 5.401
(1,26 (324
X-/ =Y 1.946 1.109
(1,26) (2,23)

Note: Ranked series of:

PCXF = [XF in real terms]/ population

GDPT =10tal gross domestic product at 1980-81 prices.
* indicates significance at 5%.

The GR and MS tests support Wagner’s law of
income causing cxpenditures per capita when
cither current or the aggregate expenditure mea-
sure are considered.
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(v) Modified Peacock-Wiseman Version

As proposed by Mann [1980], the modificd
version of the Peacock-Wisecman hypothesis, in
the tradition of Musgrave, looks at expenditure as
a proportion of GDP as the dependent variable
while the independent variable (total GDP)
remains unchanged from this original version.
Symbolically,

: E/GDP = [(GDP)
IN(E/GDP) = a + bln(GDP)

b>1 once again vindicates Wagner’s law,
The causality results for this version are tabulated
below:

TABLE 8A. MODIFIED PEACOCK-WISEMAN
(X = EXRE,Y = GDPT)

Null hypothesis GR test MS test
Y-/-5X 9.424% 7.434%
(2.26) (125)

X-/->Y 0.542 0.498
1.27) 2.23)

Y-/ X 0.304 4.126%
(1,25) (2,25)

X-/ =Y 0.657 0.429
(1,26) (3.23)

Note: Ranked series of:

EXRE = [(development+ non-development expenditure on rev-
enue account) inreal terms)/ GDPT

GDPT =total gross domestic product at 1980-81 prices.

* indicates significance at 5%.

TABLE 88. MODIFIED PEACOCK-WISEMAN
(X = EXPR,Y =GDPT)

Null hypothesis GR test MS test
Y-/->X 3.451* 3.806
(2.25) (125)
X-1->Y 0.039 0.186
Ny az2n (1.23)
Y-/ X 0.111 2.095
, (1.24) @25)
X~/ Y 0.347 0.146
(126) (2.23)

Note: Ranked series of:

EXPR = XF in real temms/ GDPT

GDPT = total gross domestic product at 1980-81 prices.
* indicates significance at 5%.

NON-PARAMETRIC APPROACH TO STUDYING WAGNER'S LAW 287

The GR test shows unidirectional causality from
income to expenditure share and thus supports
Wagner’s hypothesis, for both current and
aggregate expenditures. However, the MS test
does not show any causality when XF measure of
expenditure is used. In case of the XE measure,
this test too supports Wagner’s hypothesis.

vi) Structural Hypothesis

Of the number of ‘structural hypotheses’ pro-
posed by Mann [1980)], the resutts of the unit root
tests justified our carrying out causality tests
between EXPR and ARATIO and EXPR and
MRATIO (for definitions of the variables, see
the description following Table 1).

In these hypotheses, the negative sign attached
10 ARATIO and the positive sign attached to
MRATIO would constitute evidence in favour of
Wagner’s hypothesis as these signs are indicative
of the development of a nation. In other words
expenditure as a proportion of GDP increases as
the share of agriculture in total GDP declines and
that of manufacturing rises. Results of the cau-
sality tests carricd out for this version are reported
below:

TABLE 9A. STRUCTURAL HYPOTHESIS 1
(X = EXPR, Y = ARATIO)

Null hypothesis GR1est MS test
i) EXPR=f(ARATIO)
Y-/->X 2788 4869
(324) (1.23)
X-/>Y 229 0423
(126) (1,22)
Y-/ X 2214 1385
(123) 2,23)
X-/Y 1.706 (294
(1.25) 2,22

Note: Ranked series of:

AR = GDP from agriculture at 1980-81 prices/ GDPT
EXPR = [aggregate expenditure on revenue and capital
account including loans and grants (=XF) in real terms}/
GDPT

* indicates significance a1 5%.



288 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

TABLE 98. STRUCTURAL HYPOTHESIS 2
(X = EXPR, Y = MRATIO)

Null hypothess GRest MS test
) EXPR=f(MRATIO)
Y-1>X 1.852 1244
(2,25) (1,24)
X-/->Y 0399 238
(1.26) (1.23)
Y7 X 10.581* 3815+
(1,24) (2,24)
X1 Y 6.142* 6788+
(1,25) (2,23)

Note: Ranked series of:

MR = GDP from manufacturing at 1980-81 prices/ GDPT

* EXPR = [aggregate expenditure onrevenue and capital account
including loans and grants (=XF) in real terms)/ GDPT

* indicates significance at 5%.

TABLE 10A. SUMMARY RESULTS OF CAUSALITY TESTS
(WITH XE MEASURE OF EXPENDITURE)

Version GR 1est MS test
Traditional GDPT->XE~ GDI’F-}XE
Peacock-Wiseman ~ GDPT — XE GDPT - XE
XE=f(GDPT)

Goffman PCY ->XE PCY->XE
XE=£(PCY) noic PCY 5 XE
Pryor GDPT->GFCE  GDPT -> GFCE
GFCE={(GDPT)  GDPT  GFCE  noic

Musgrave PCY ->EXRE PCY -> EXRE
EXRE={(PCY) noic PCY - EXRE
Gupta/Michas GDPT->PCXE  GDPT.> PCXE
PCXE=[{GDPT) no ic noic

Modified GDPT->EXRE  GDPT-> EXRE
Peacock-Wiseman  noic GDPT - EXRE

EXRE={(GDPT)

i
Note: "ic” an "—"

stand for instantaneous causality.

When examining the structural hypothesis we do
not consider the XE measure, as co-integration
test shows the XF measure to have a long run
equilibrium relationship with MRATIO and
ARATIO, the independent variables for this
hypothesis.

In the case where ARATIO is the independent
variable the GR test shows no causality to exist
butthe MS testprovides support to the Wagnerian
hypothesis. With MRATIO as the independent
variable both GR and MS tests show no causality
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but both tests show the presence of instantancous
causality.

Having presented the results of causality tests
for each of the versions, the position could be
made even clearer by summarising all these
results in tabular form as below:

TABLE 108. SUMMARY RESULTS OF CAUSALITY TESTS
(WITH XF MEASURE OF EXPEND ITURE)

Version GR test MS test
Traditional GDPT->XF GDPT->XF

' i
Peacock-Wiseman no ic GDPT — XF
XE=f(GDPT)
Goffman PCY ->XF PCY->XF
XE=f(PCY) no ic PCY — XF
Musgrave PCY->EXPR , PCY ->EXPR

i

EXRE={(PCY) no ic PCY -5 EXPR
Gupta/Michas GDPT ->PCXF no causality
PCXE=[(GDPT) no ic noic
Modified GDPT ->EXPR no causality
Peacock-Wiseman no ic noic

EXRE=f(GDPT)

TABLE 10C. SUMMARY RESULTS FOR CAUSALITY
TESTS FOR STRUCTURAL HYPOTHESIS
(USING XF MEASURE OF EXPENDITURE)

Version GR MS
i) EXPR=f(ARATIO) no causality AR -> EXPR
. EXPR 5 AR
ii) EXPR=f(MRATIO) no causality no causality
EXPR 5> MR  EXPR~/ > MR
MRS EXPR MR 5 EXPR

The above tables make itamply clear that when
causality tests are performed with rank trans-
formed series of variables in all the versions, we
find that except for the structural hypotheses,
there is clear evidence of the Wagnerian
hypothesis being vindicated for the Indian econ-
omy, espccially with the XE measure of expen-
diture which on the basis of the unit root test for
residuals may be expected to give more reliable
results regarding the direction of causation.
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5. Summing up

The aim of this present exercise is a modest one
of experimenting with a relatively new econo-
metric technique of non- parametric methodology
which is not subject to the criticism of adopting
aparticular functional form and whichisexpected
to provide more reliable results when the standard
assumptions of parametric analysis are not met.

Our excrcise adopting the methodology of
Multiple Rank F test suggested by Holmes and
Hutton using an extended data set fails to support
the Wagnerian hypothesis as is the conclusion that
they too arrive at. However, when we modify the
study and consider the variables in real terms a
complete reversal in the direction of causation is
seen. Thus, removal of the price effect appears to
be asignificant factor in determining the direction
of causation.

When considering the different ‘versions’ of
Wagner’s law all variables used were in real
terms. Asa firststep co-integration technique was
applied to establish the existence of a long run
equilibrium, Current expenditure was seen 1o be
the only expenditure measure having a long run
relationship with the income measures as given
in the different versions. Checking for the direc-
tion of causation now appeals more strongly to
the rationale once the long run equilibrium has
been established. Both, current expenditure, i.e.,
the expenditure mcasure co-integrated with
income, and aggregate expenditure, the measure
conventionally used by economists, provide us
with near unanimous evidence of the presence of
Wagner’s law for the Indian economy.

Multiple rank F test, the technique which has
been adopted in the present exercise, does by no
means claim to displace the essential role of
parametric analysis but the results of Granger
causality appear to be functional form dependent
and hence this rank transformation technique,
which is unaffected by any such restriction, does
seem to be an important addition to the research
agenda for testing Wagner's law.
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APPENDIX A. UNITROOT TESTS OF RESIDUAL
(FOR XE MEASURE OF EXPENDITURE)

Version Value
Traditional DF: -4.4021
Peacock-Wiseman ADF(1): -3.8437
ADF(2): -2.8268
ADF(3): -3.4647
ADF(4): -2.6895
Pryor DF: -4.0991
ADF(1): -3.9183
ADF(2): -3.9428
ADE(3): -3.5055
ADF(4): -3.5103
Goffman DF: -3.6655
ADF(1): -2.6997
ADF(2): -1.7300
ADF(3): -2.1363
ADF(4): -1.6112
Musgrave DF: -4.2141
ADF(1): -3.3797
ADF(2): -2.2950
ADF(3): -2.8488
ADF(4): -2.1851
Gupta and DF: -4.4021
Michas ADF(1): -3.8437
ADF(2): -2.8268
ADF(3): -3.4647
ADF(4): -2.6895
Modified DF: -4.4021
Peacock-Wiseman ADF(1): -3.8437
ADF(2): -2.8268
ADF(3): -3.4647
ADF(4): -2.6895

Note: Critical values at 5% are taken from MacKinnon {1990}
DF = -3.4885; ADF(1) = -3.4925;

ADF(2) = -3.4966;

ADF(3) = -3.5009; ADF(4)=-3.5055

APPENDIX B. UNIT ROOT TESTS OF RESIDUALS (FOR XFMEA-

SURE OF EXPENDITURE)
Version Value
Structural
Hypothesis

DF: -3.9900

ADF(1): -3.2595
ADF(2): -3.0263
ADF(3): -2.8008
ADF(4): -2.0116

DF.  -5.2367

ADE(l): -4.4778
ADF(2): -3.6320
ADE(3): -3.0069
ADF(4): -2.0248

Note: Critical values at 5% are taken from MacKinnon {1990}
DF = -3.4885; ADF(1) = -3.4925;

ADF(2) = -3.4966;

ADF(3) = -3.5009; ADF(4)=-3.5055

i) EXPR=f(ARATIO)

iiy EXPR=f(MRATIO)
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NOTES

1. The reason which Holmes and Hutton give us for this
exclusion is that macroeconomists conventionally view gov-
emment expenditure on debt service as similar to a transfer
payment fromtaxpayersto bondholders andnot either ademand
or a supply for goods and services stationarity.

2. The unit root test for residuals carried out by us did not
show this income measure to be first difference stationary at
5% level but we went ahead with the estimation.
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TABLE C2. REVENUE EXPENDITURE OF GOVERNMENT OF INDIA (DEFLATED USING GDP DEFLATOR)
(Rs crore)
Year Total DER Total NDER Total Total REXPT
-Grant -Grant (DER+NDER Grants (DER+NDER

~Grant) +Grant)

1950-51 190.98 1,394.18 1,585.16 76.39 1,661.56
1952 199.00 1,485.54 1,684.54 78.67 1,763.21
1953 202.69 1,573.23 1,77592 110.99 1,886.91
1954 244.49 1,518.64 1,763.13 122.24 1,885.37
1955 302.62 1,633.08 1,935.69 156.53 2,092.22
1956 431.84 1,701.03 2,132.87 189.59 2,322.45
1957 503.56 1,575.95 2,079.51 130.55 2,210.07
1958 693.86 1,941.92 2,635.78 207226 2,843.04
1959 762.68 1,967.37 2,730.05 19934 2,929.38
1960 885.35 2,011.01 2,896.36 20658 '3,102.94
1961 974.86 2,235.08 3,207.72 19794 3,405.66
1962 709.12 2,167.64 2.876.76 19776 3,674.52
1963 715.69 3,574.59 4,290.28 76571 5,055.98
1964 608.40 4,432.16 5,040.56 824.18 5,864.74
1965 651.48 434535 4,996.83 889.27 5,886.10
1966 703.72 4321.15 5,024.86 97110 5,995.96
1967 734.17 4,158.18 4,890.92 107998 5,970.90
1968 69271 4,146.45 4,839.16 1,160.22 5,999.38
1969 751.37 4,348.93 5,106.30 1,276.57 6,382.87
1970 816.61 4,521.37 5337.98 1,357.10 6,694.39
1971 1,106.76 4,739.01 5,845.76 1393.69 723945
1972 1,582.56 5,417.90 7,000.47 192416 8,924.62
1973 1,690.75 5,452.34 7,143.09 1,853.36 8,996.46
1974 1,729.88 4,761.77 6,491.66 1,591.16 8,082.81
1975 1,761.07 5,037.28 6,798.35 152262 8,320.97
1976 2,234.96 6,463.11 8,698.07 190031 10,598.38
1977 2,928.48 6,539.88 9,468.36 225235 11,720.71
1978 3,191.82 6,486.02 9,671.84 2,564.18 12,242.02
1979 3,543.62 7,127.04 10,670.66 3,381.63 14,052.30
1980 3,565.29 7,165.37 10,730.66 268835 13,419.01
1981 3,367.00 8,381.00 11,748.00 2,796.00 14,544.00
-1982 3,813.82 8,005.77 11,819.59 259323 14,412.82
1983 4.258.77 8,977.55 13,236.32 3,061.94 16,298.26
1984 4,548.35 9,860.48 14,408.83 3,430.75 17,839.58
1985 5,491.88 10,926.52 16,418.40 3,782.01 20,200.41
1986 6,374.67 12,348.60 18,723.27 4,775.09 23,498.36
1987 747678 14,519.73 21,996.51 4,508.00 26,904.50
1988 7,155.59 14,726.15 22,481.73 5,320.20 2780193
1989 8,712.46 15,967.50 24,679.95 5,385.03 30,064.98
1990 11,281.15 17,140.48 28,421.63 ©4,283.28 32,70491
1991 9,938.73 17,987.98 27,926.71 5,900.12 33,826.83
1992 9,7048.02 18,211.23 21,259.25 6,192.52 3345177

Note: For definitipns, see text.
Data source: RBI, Report on Currency and Finance, variots issues.
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TABLE C3. CAPITAL EXPENDITURE OF GOVERNMENT OF INDIA (DEFLATED USING GDP DEFLATOR)
(Rs crore)
: DEK+NDEK

Year DEK NDEK DEK+NDEK Loan +Loan

1950-51 272.15 66.84 339.00 315.12 654.12
1952 254.53 291.55 548.08 402.62 948.71
1953 154.43 33.78 188.26 57428 762.49
1954 216.28 -103.44 112.84 789.88 902.72
1955 469.58 401.75 871.32 1,273.07 2,14439
1956 716.22 -47.40 668.82 1,427.18 2,096.00
1957 1,179.63 102.58 1,281.19 1,207.61 2,489.82
1958 1,567.95 382.98 1,950.93 1,482.34 343327
1959 1,586.03 156.00 1,742.03 1,646.70 3,388.73
1960 805.25 623.96 1,429.21 2,061.60 3,490.80
1961 1,113.42 560.83 1,674.25 1,925.80 3,600.05
1962 1,414.20 342.47 1,756.68 2,13541% 3,892.09
1963 1,931.59 423.26 2,354.84 2,362.54 471738
1964 2,207.24 672.08 2,879.31 2,493.75 5,373.06
1965 2,081.47 1,003.28 3,085.75 2,785.07 5,869.81
1966 1,735.39 590.45 2,325.84 3,629.63 595547
1967 1,364.60 2,082.82 3,447.26 3,774.61 722202
1968 1,138.19 859.15 1,997.98 3,338.70 5,336.05
1969 1,188.45 -169.10 1,018.76 3,561.74 4,587.10
1970 1,234.15 260.67 1,494.82 3,363.34 4858.16
1971 1,377.75 765.16 2,142.91 3,536.61 5,679.52
1972 1,947.94 464.82 2,412.76 3,906.68 6,319.44
1973 1,594.76 315.42 1,910.18 4,594.23 6,504.41
1974 1,385.58 296,18 1,684.75 4,064.81 5,749.56
1975 2,038.30 303.09 2,341.39 3,776.38 6,117.77
1976 2,637.43 681.10 3,318.83 464536 7,963.89
1977 2,149.60 447.14 2,596.73 4,883.80 748054
1978 2,574.64 358.28 293292 5433.02 8,365.94
1979 2,423.43 680.31 3,104.12 7272.86 10,376.59
1980 2,385.26 335.65 2,720.91 5,264.52 7.985.44
1981 3,050.00 933.00 3,983.00 5,650.00 9,633.00
1982 3,439.78 464.15 3,903.93 5675.13 9,579.06
1983 3,465.99 627.65 4,093.65 6,761.81 10,855.45
1984 3,821.21 1,070.06 4,890.96 6,706.40 11,597.67
1985 4,778.23 904.20 5,682.43 737057 13,053.00
1986 4,700.08 687.95 5388.02 551575 10,903.77
1987 4,836.54 861.32 5,697.86 6,326.45 12,024.31
1988 3,536.40 1,832.32 5368.72 543631 10,805.03
1989 3,402.79 2,078.44 5481.23 5,635.15 11,116.37
1990 3,635.85 2,168.92 5,804.77 8,303.06 14,107.83
1991 3,286.28 2,105.63 539191 8,714.59 14,106.50
1992 2,491.51 1,975.10 4,466.61 6,943.62 11,410.23

Note: For definitions, see text.
Data source: RBI, Report on Currency and Finance, various issucs.
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TABLE C4. EXPENDITURE AND INCOME MEASURES USED FOR THE VARIOUS VERSIONS
(MEASURES DEFLATED USING GDP DEFLATOR)
Year XA XB XC XD XE XF GICE ARATIO  MRATIO
) (2) (3) (4) ()] (6) (@) (8) 9
1950-51 1,924.16 463.13 1,461.02 339.00 1,585.16 ' 2315.67 2,522 0.49 011
1952 2,230.62 453.53 1,777.09 54609 1,684.54 2711.92 2,548 0.48 0.11
1953 1,964.13 357.11 1,607.01 182,21 1,775.92 264940 2,551 0.49 012
1954 1,875.97 460.76 1,415.20 112.84  1,763.13  2,788.09 2,583 0.50 0.12
1955 2.807.02 772.19 2,034.83 87132 1,93569 4,236.6] 2,598 0.50 0.12
1956 2,801.69 1,148.06 1,653.63 668.82  2,13287 441846 2,670 0.48 0.13
1957 3,361.72 1,683.19 1,678.53 1,282.21 2,079.51 4,699.89 2,856 048 0.13
1958 4,586.71 2,261.81 232489 195093 263578 6276.3! 3216 0.46 0.14
1959 447208 . 2,348.71 2,12337 174203 2,73005 6,318.11 3,330 047 013
1960 432556 1,690.59 263497 142921 289636 6,593.74 3,390 0.46 0.14
1961 4,881.97 2,088.28 2,79592 167425 320094 700571 3,573 0.46 0.14
1962 4,633.43 2,123.32 251011 1,756.68 2387676 7566.60 3,836 0.44 015
1963 6,545.12 2,647.27 399784 2354.84 429028 9,773.36 4,629 0.42 0.15
1964 7.919.87 2,815.64 510423 287931 5,040.56 11,237.80 5733 0.41 0.16
1965 8,081.58 2,732.95 534863 308475 499683 1175591 5,939 042 0.16
1966 7,350.70 2,439.10 4911.60 232584 502486 11,951.43 6,516 038 0.17
1967 8,338.34 2,098.78 624100 3,447.42 4,89236 13,192.92 6,572 037 0.17
1968 6,836.50 1,830.90 500560 199735 4,839.16 1133543 6,7()5 040 0,15
1969 6,125.65 1,945.82 4,179.83 1,01935 5,10630 10,969.97 7,073 0.39 0.16
1970 6,832.80 2,050.76 478204 1494.82 533798 11,552.56 7,164 039 0.17
1971 7,988.68 2,484.51 5504.17  2,142.91 5,845.76 12,918.98 8,492 0.40 0.16
1972 9,413.23 3,530.50 588273 241276  7,00047 15244.07 9369 038 0.17
1973 9,053.27 3,285.51 576176 1910.18  7,143.09 15,500.87 9,402 036 0.17
1974 8,176.41 3,115.46 506095 1,684.75 6,491.66 13,832.37 9,305 038 0.17
1975 9,139.73 3,799.36 534037 234139 6,798.35 14,438.73 8,875 0356 0.17
1976 12,016.60 4,872.39 714421 3,318.53 8,698.07 18562.27 9,799 038 0.16
1977 12,065.09 5,078.07 6987.02 259.73 9,46836 19,201.25 10576 0.35 0.18
1978 12,610.76 5,766.46 6,844.30 293292 9,677.84 2060796 10,898 037 0.17
1979 13,774.40 5,967.05 780734 3,103.74 10,670.66 24,428.89 11,706 036 0.19
1980 13,451.57 5,950.55 7,501.02 272091 10,730.66 21,404.45 12,424 032 0.19
1981 15,731.00 6,417.00 9314.00 3,983.00 11,748.00 24,177.00 13,084 035 0.18
1982 15,723.52 7,253.60 8,469.92 390393 11,819.59 23,991.88 13,663 035 0.18
1983 17,329.97 7,724.71 960520 4,093.65 13,23632 27,153.71 15075 033 0.19
1984 19,300.10 8.369.56  10,930.54 4,891.27 14,408.83 29,437.25 15718 0.34 0.19
1985 22,100.83  10,270.11 11,830.73 5,682.43 16,41840 33,253.41 16941 033 0.19
1986 24,11129  11,074.75  13,03655 5,388.02. 1872327 34,402.13 18868 031 0.20
1987 27,694.36  12,313.31 15381.05 5697.86 21,99651 38928.81 21,058 030 0.21
1988 2785046 11,291.99  16,558.47 5368.72 22,8173 38,606.96 22,660 029 0.20
1989 30,161.18  12,11524  18,045.94 5,481.23 2467995 41,181.36 23,868 031 0.20
1990 34,226.40  14,916.99  19,309.41 5,804.77 2842163 46812.74 25211 029 0.21
1991 3331862  13,225.01  20,093.62 539191 2792671 47933.33 25958 029 0.21
1992 3172586  11,539.53  20,186.33 4,466.61 27,259.25 44,862.00 25975 028 0.20

Note: For definitions, sce text,
Data source: RBI, Report on Currency and Finance, various issues.



NATIONAL INTEGRATION AND THE LAW:
BURNING ISSUES AND CHALLENGES

Mohan K. Vyas -

The article analyses the process of national integration through law in India. The history of
legislation taken for the purpose is traced from pre-Independence days. Abundant care was taken in
the Constitution 1o ensure national integration. Yet, today all the legal measures appear to be
counter-productive. Their inadequacies and their consequences are pointed out. It is observed that
not only the various legislatures but courts too have not been consistently following the goal of
national integration. Provision of reservation in the Constitution was expected to be an effeciive
equaliser but, unfortunately, the very provision has further divided the caste-ridden society. Politics
of capturing power through pandering people's unreasonable demands, particularly of religious
minorities or of secessionist regional and linguistic chauvinists, has not brought the constitution-
makers’ dream of national integration any nearer to realisation.

L. INTRODUCTION

The vast bulk of the people of India had lived
for centuries with certain common fundamental
values of life and norms of conduct. This condi-
tion prevailed, despite the diversity of religious
beliefs and practices. The people were able to
absorb and assimilate all alien aggressors and
their ideas. But, during the last four decades or
more, several divisive forces and fissiparous
tendencies have emerged on the political level.
The question of national integration has, there-
~ fore, assumed considerable significance.

National Integration means a process as well as
a goal, by which all the people inhabiting a
particular territory irrespective of their religious,
ethnic and linguistic differences, strive to live
together with honour and dignity; on the basis of
certain shared traditions, experiences, common
history and values. It presupposes diversities. It
is necessary that the parts should have a desire to
be mutually helpful and complimentary. In the
absence of this pre-requisite, there could be no
integration. In a federal democratic country,
wedded to the rule of law, national integration
consists in ensuring justice to individuals, groups
and regions, within the framework of its consti-
tutional law. Justice signifies the incorporation of
individuals, of different groups or nationalities,
as equals into a national society. It also means

elimination of various types of segregation. The
government’s own actions vis-a-vis its citizens,
irrespective of caste, creed, race, religion, lan-
guage and place of birth, ought to be just. Gov-
emment institutions, such as law courts and
legislative and administrative bodies, ought to
ensure the preservation of justice.

There are three aspects of justice: social, eco-
nomic and political. Social justice means the
prohibition of discrimination on any grounds
creating artificial social barriers to integration,
viz., untouchability, bonded labour, etc. Assuch,
social justice demands equality along with liberty.
For economic justice the state must make con-
certed efforts to improve the lot of the down-
trodden and weaker sections of the people. The
state should ensure a substantial minimum wage
and other incidental benefits to labour according
to the capacity of each industry to pay. The
national economy should be re-shaped in such a
way that most of the benefits reaped are made
available 1o the common man. Political justice
means ensuring personal freedom and liberty to
all citizens and groups, and fair participation of
the people in the country’s political life. Thus,
political justice involves universal adult franchise
and no distinction on the grounds of religion, sex,
caste, colour, etc., in matters of recruitment to
public services.

With a view to securing such justice, the

“This article is a summary of the book, National Integration and the Law: Burning Issues and Challenges, by Mohan K.

Vyas, Deep and Deep Publications, Delhi, 1993.
Summary by B.P. Patankar, Nagpur.
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founding fathers incorporated in our Constitution
certain fundamental rights for all citizens. They
intended that a new social order would be created
with common social, moral, ethical and economic
values, which would forge a new sociological
process leading (o an integrated homogeneous
community.

Therole of law as an instrument for maintaining
peace and order in society, and as a means of
furthering social solidarity and social enginecring
is highly conducive to the integration of a diverse
society into a homogenecous one. Asthe objective
of national integration is to do justice to indi-
viduals and to groups and regions withina society,
law as a means of doing justice has unbounded
scope.

Law is not only a command or an external
manifestation of power. It implies inner cohe-
siveness also. The Austinian concept of ‘habitual
obedience’ takes for granted a law abiding
character. The American jurist, Leon Fuller,
postulates inner morality as part and parcel of the
very structure of law [Fuller, 1958, p. 660].
- Natural law thinkers also look upon law as an
- aspect of the common elements and values in
human nature. Roscoe Pound’s theory of social
engineering as satisfaction of desires by balanc-
ing of human interest on the basis of jural pos-
tulates seems to.present this integrative role of
law in-society [Pound, 1954, 424]. All other
theories can also be interpreted as diverse exer-
cises to prove the integrating function of law, The
ultimate validity and success of law also depends
upon the proper performance of its integrating
function. :

Development of law is conditioned by a series

of integrative demands made by society’s eco-
nomic, political, educational and religious insti-
tutions. In such a situation, the purpose of law is
to foster the values essential to social order, not
by imposing one group’s will on others, but by
controlling, reconciling and mediating diverse
and conflicting interests. In many areas of social
life, such as education, race relations, housing,
untouchability, protectionof the environmentand
of the weaker and downtrodden people, and land
reforms, law has been relied upon as an instru-
ment of change, modemity and integrity because
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of its operational, objective value orientation and
goal approaches. It is admitted on all hands that
to bridge the yawning gulf between the haves and
have -nots in the social and economic fields, law
has to play a greater role as an instrument of
equalisation and redistribution.

An important objective of national integration
is value integration in a society having social
economic, religious, linguistic and ethnic differ-
ences. All the modem values which can usher in
changes in a saciety are incorporated in the
Constitution of India. It also lays down certain
fundamental constitutional obligations on the
citizens of India, which if inculcated and inter-
nalised in their behaviour, could make India a
culturally, socially and politically strong and
united democratic polity., The Constitution is
pervaded by the Indian spirit of comprehensive
human concern, religious tolerance, pluralistic
diversity and the essential unity. It calls for
rationalisation, harmonisation and cooperation of
those vital forces which regulate the ebb and flow
of our national life. Law as a national integrator
has thus a stupendous task to accomplish. ‘Law
is a means to promote a harmony of interests so
that all interests in socicty are well served. Law
further is meant Lo promote good-will and a sense
of oneness among the people of a given country
as also between the nations of the world’ [Sethna,
p.11}..

Law, however, works under certain limitations
which are inherent in human nature and organi-
sation of society. New enactments always insti-
tutionalise new patterns of behaviour manifesting
new social values. At this stage, the effectiveness
of law is impaired because it varies widely from
the societal norms or because the law is not
generally understood to be serving a shared goal.
Law often fails because of its being ignored,
poorly understood or narrowly construed. Poorly
conceived, controversial or inappropriate legis-
lation is often enacted but seldom successfully
implemented at least in the short-run,

Notwithstanding these limitations, it would be
a folly to dub law as a nonentity in the process
and task of national integration. Instead, law can
be a friend, guide and guardian, if used purpo-
sefully and promptly.
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I1. CONSTITUTIONAL PHILOSOPHY OF
NATIONAL INTEGRATION

The Constitution in its preamble as well as in
other parts reverberates the theme of national
integration in an unambiguous terminology. The
preamble expressly lays down the resolve of the
people of India ‘to constitute India into a sover-
cign, socialist secular and democratic republic, 1o
securetoits citizens: justice, social, economic and
political; liberty of thought, expression, belief,-
faith and worship; equality of status and of
opportunity and to promote among them frater-
nity, assuring the dignity of the individual and the
unity and integrity of the nation’.

1t is opined in Kesawananda's case that the
unity and integrity of the nation constitutes the
basic feature of the Constitution [AIR 1973 SC
146]. The inclusion of the word ‘Fraternity” in the
preamble is intended to foster the spirit of
brotherhood which is essential for bringing about
national integration in a country, composed of
people of many races and religions. The quin-
tessence of the philosophy of national integration
is incorporated in the preamble of the National
Integration Policy, adopted by the National
Integration Council {1968], according to which,
‘the foundation of our national life is common
citizenship, unity in diversity, equality, justice
-social, economic and political- and fraternity
among all the communities’ [Gajendragadkar,
1974, p. 6],

Article 1 of the Constitution echoes the theme
of unity in diversity wherein it declares, ‘India,
that is Bharat, shall be a Union of States.’ This
federalism is a strategy by which the dual
objectives of unity and territorial diversity rooted
in the prevailing historic, culwral, racial, lin-
guistic, economic or geographical conditions in
India are sought to be synthesised and
harmonised. The constitutional and legal provi-
sions by which the principles of federalism have
been maintained and the divisive forces of
communal, casteist, regional and linguistic fun-
damentalism restrained are more fully discussed
in later sections.
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An cqually important feature of the philosophy
of national integration is the incorporation of the
ideals of secularism and democracy in the Con-
stitution, so as to bring about an atmosphere of
toleration, understanding and co-operation
among people irrespective of their religious and
ethnic differences. In establishing a secular state,
the Constitution has maintained a careful balance
between the rights of the individual and the larger
interests of the community. There is no estab-
lished statereligion; citizenshipis unrelated tothe
faith and crecd of the individual (Articles 5to 7).
The preamble to the Constitution expressly
declares an intention to ensure to all citizens,
liberty of thought, expression, belief, faith and
worship. The words ‘Secular State’ were not
mentioned in the original Constitution but,
nonetheless, our constitution-makers wanted the
establishment of such a state.

The Supreme Court in Ahmedabad StXavier’ s
College v. State of Gujarat, explained the sig-
nificance of the secular character of the Indian
polity thus, ‘There is no mysticism in the secular
character of the State. Secularism is neither
anti-God nor pro-God, it treats alike the devout,
the agnostic and the atheist. It eliminates God
from the matiers of the State and ensures that no
one shall be discriminated against on the ground
of religion. The constitution-makers were con-
scious of the deep attachment the vast masses of
our country had towards religion and the
significant role it played in their lives, To allay
all apprehensions of interference by the legis-
lative and the executive in matters of religion, the
rights enshrined in Articles 25-30 were made a
part of the fundamental rights and religious
freedom’ [AIR 1974 SC 1389].

Thus, the incorporation of secularism under our
Constitution reflects among other things the
assertion of the unity of India, which to some
extent means the replacement of religious loyal-
ties by national loyalties and the inalienable
equality of all citizens of the Republic.

A democratic set-up furthers the cause of sec-
ularismand therefore of national integration. Free
and fair elections and compclitive electoral
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politics tend to breakdown the isolation of com-
munities and subjects communal solidarity to
heavy pressures. Thus, democratic politics forces
people to extend their area of concern and in the
process promotes integration.

Equality is another basic postulate of national
integration. It isidle totalk of national integration
when our social and economic structure is
founded on inequality. The Constitution recog-
nises all individuals as equal units of power,
operating through a system of universal adult
franchise, permitting the flow of political power
from all the segments of the society. At the same
time, it provides for a kind of protective dis-
crimination for those scctions of society which
are backward and downtrodden. In reality,
inequalities do exist- inequalities in social status,
income, health, education and opportunity. Eco-
nomic inequalities in conjunction with social
inequalities are antagonistic to social cohesion
and integration, To preserve the unity and integ-
rity of the nation, concerted and planned efforts
are required for the upliftment of backward
regions, castes and classes, and Scheduled Castes
and Tribes, thus integrating them into the main-
stream of national life.

The attempt of the constitution-makers was 1o
create by legislative and administrative measures
under the various Articles of the Constitution,
viz., Articles 15(1) and (4) and 16 (1) and (4) and
certain directive principles (Articles 37-50), such
conditions of social and economic equality as
would lead to the establishment of an egalitarian
society. Legislative and adminisirative mcasures
had to be so designed as to resolve any conflict,
between different groups, make equality real and
liberty available for all citizens, to do justice to
allindividuals and all sections of society, to make
citizens realise that their basic privileges- edu-
cational, social and economic- are afforded to
them, that there will be cultural autonomy, that
nobody will be suppressed, and that ademocratic
Constitution in the true sense of the term, will
march on from political freedom to economic
freedom and equality.
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To rcalisc this, Articic 38(1) of the Constitution
dirccts the state to strive “to promote the welfare
of the people by sccuring and protecling as
effectively as it may a social order in which
justice, social, cconomic and political, shall
inform all the institutions of national life’, Article
38 cnvisages not only legal justice but socio-
economic justice as well, Article 38(2) directs the
state to strive ‘to minimise the inequalities in
income’, and to ‘climinate inequalities in status,
facilities and opportunities’, not only amongst
individuals but also groups of people residing in
different arcas or engaged in different vocations.

It is towards the attainment of these objectives
that the process of planning has been oriented,
agrarian economy restructured, right to property
diluted, public sector economy extended and a
system of governmental regulation of private
economic enterprise created. Efforts have been
constantly made to improve the position of
backward and economically weaker sections of
socicty.

Closely linked with creation of a just social
order is the ownership and control of the material
resources of the community. In this connection

“Article 39 provides that the state shall direct its

polity towards, inter alia, operation of the eco-
nomic system in such a way as to eliminate
concentration of wealthand means of production.
Article 39 docs not mean that the resources should
belong to the community as a whole, but that they
are capable of producing wealth for the commu-
nity. The word ‘Socialist’ was introduced by a
later amendment of the Constitution. However,
thatsocialism was always the goal isevident from
the various provisions of the directive principles
of state policy. The amendment was only (o
emphasise the urgency. Ownership, control and
distribution of national productive wealth for the
benelitand use of thecom munityand the rejection
of a system of misuse of its resources for selfish
ends is what socialism is about and the words and
thoughtof Article 39(b)echo thatidea. Toachieve
the socialist goal, the material resources of the
community should be equitably distributed. The
Supreme Court held that it would not be correct
to construc the word ‘distribution’ in a purely
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literal sense so as 10 mean only division of a
particular kind or toa particular person. The word
‘distribution’ does not mean that the property of
one should be forcibly taken over and distributed
to others, for that would be contrary to the ethos
of individual freedom.

Fundamental Dutics of every citizen were
incorporated in Part IV-A of the Constitution by
the 42nd Amendment of 1976, with the objective
of instilling in the minds and hearts of the people
afeeling of unily, solidarity and cohesion vis-a-
vis their nation -and its culture and institutions.
Some of these duties are: 1o abide by the
Constitution and respect its ideals and institu-
tions, the National Flag and the National Anthem;
to uphold and protect the sovercignty, unity and
integrity of India; todefend the country and render
national service when called upon to do so; to
promote harmony and brotherhood among all the
people of India; to renounce practices derogatory
to the dignity of women; to value and preserve
the rich heritage of our composite culture; to
develop ascientific temper, humanism and a spirit
of inquiry and reform; to safeguard public prop-
erty and (o abjure violence; and to strive towards
excellence in all spheres of individual and
collective activity so that the nation rises tohigher

levels of endeavour and achievement..

The Constitution does not make any provision
for the direct enforccment of these duties but
reminds us that national integrity and cohesion is
possible only if the citizens abide by them. As
regards enforceability of these duties in courts of
law, Justice Bhagawati observed in S.P. Gupla
and Others v. Union of India that ‘any member
of the public having sufficient interest can
maintain an action for judicial redress for public
injury arising from breach of public duty or from
violation of some provision of the Constitution or
the law and seck enforcement of such public duty
and observance of such constilutional or legal
provision” [AIR 1982 SC 188].

In another case, a two Judge Bench of the
Supreme Court took cognisance of the funda-
mental duty to show respect to the National
Anthem. 1t held that proper respect should be
shown by standing up with the others, when the
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National Anthem is played. It would not be right
to say that disrespect was shown by not joining
in the singing [(1986) 3 SCC 617].

The Supreme Court has performed the role of
social engincering by progressive and social
interpretation of the rclevant constitutional pro-
visions. Its role in curbing regionalism, casteism,
communalismn and linguism has been brought out
in section 1V, Of particular importance are its
decisions establishing a single all-India domicile,
upholding agrarian reforms and protective dis-
crimination in favour of the weak, and striking
down restrictions on interstatc trade as well as
legislation or rules resulting in discrimination
based on religion, sect, language, region or gen-
der. - Social engincering has emerged as an
important device of national integration through
harmonious judicial technique and creativity of
the Supreme Court. In resolving the problems of
independent India, the Court has identified itself
as the reformer, promoter and harbinger of social
good, common welfarc and social justice in
accordance with the constitutional philosophy of
democracy, socialism and secularism. While
protecting the rights and intcrests of various
ethnic, linguistic and religious minorities it has
always put national intercst over and above all
other interests.

HL INEQUALITY, LAW AND
NATIONAL INTEGRATION.

1. Historical Survey

A survey of the various kinds of inequalities,
prevalent in the traditional Indian society is
necessary for understanding the needs of national
integration.

(i) Inequalities Based on Caste

The earliest reference to caste is found in the
Purusha-Sukta, a hymn in Rig-Veda, according
to which Brahmins came from the mouth,
Kshatriyas from the arms, Vaishyas from the
thighs and Shudras from the feet of the Kal-
purusha. It was only during the Sambhita and
Brahmana period (800-400 B.C.) that the first
three varnas became more or less fixed and
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differentiated with respect to their privileges and
duties. However, the concretisation of the varnas
into a rigid socio-legal order took place only
during the Dharmashastra period (200B.C. -200
A.D.) The unrivaled position of Manu Smriti
among the Dharmashastra encouraged the ossi-
fication of the varna system. Generally speaking,
the caste of a person was an important factor in
determining his criminal liability. According to
Manu, the murder of a Brahmin was the greatest
sin a person could ever commit, whereas the
killing of women, shudras, and vaishyas was
categorised as a minor offence. Differentiation in
punishment was also noticed. In the case of
adultery, if a shudra was found guilty of inter-
course with a woman of higher caste, if she was
unguarded, the offender wasliablc tolose notonly
his offending part, but also his property; if she
was guarded, then he was required to lose
everything including his life. Even among the
shudras, there were certain groups considered as
untouchables (Chandalas). Generally, the unto-
uchables were engaged in unclean occupations
like scavenging, tannery and other unhygienic
works. Andre Beleille opines that a significant
feature of inequalities based on caste was that they
were cumulative and were harmonic with eco-
nomic inequalities [Beteille, 1972, p. 25].

(ii) Slavery

As in other ancient civilizations, the institution
of slavery was widespread in India till its abolition
in 1843. Manu has narrated seven modes by which
a person could become the slave of another. The
governments of native states like Travancore and
Cochin owned a large number of slaves. The
Indian form of servitude was closely connecied
with the caste system. The practice of selling
marricd women by their husbands in several
districts of Bengal Presidency wascommon. Even
selling oneself in slavery when in distress was
prevalent. Slavery was finally abolished in British
India by Act V of 1843, The Indian Penal Code
of 1860 made it a penal offence to buy or sell
slaves.
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(iii) Inequalities Based on Sex

The status and position of woman under the
Shastric Hindu Law was precarious as she had to
suffer many disabilities. An oft-quoted verse of
Manu says that a woman is never fit for inde-
pendence, because her father protects her in
childhood, her husband in coverture and her sons
in old age. Even among women, there was
inequality. A Brahmin gir! was legally permitted
to marry only a Brahmin male. The Shastras did
not recognise divorce for the three higher varnas.
However, the customary law among shudras
generally permitted them to divorce each other.
A man could legally indulge in polygamy, but a
woman could have only onc husband. Among the
first three higher castes, the re-marriage of wid-
ows was unknown, whereas no such disability
was suffered by the womenfoik of lower castes.
Women had also no right of inheritance except by
way of limited estate. The practice of sati and of
female. infanticide, widespread in the northern
and north-western parts of India, further wors-
ened the status of women.

(iv) Land Control and Economic Inequalities

The permancnt scitlement iniroduced by the
Warren Hastings in the British Bengal erected a
new type of institution known as Zamindar who
was empowered o evicl a tenant at his will. An
analysis of the land transfers between 1795-1850
inthe districts of Benaras, Ghazipur, Jaunpur, and
Mirzapur indicated that approximatcly 41 per
centof the land transferred went to families whose
principal occupations were moneylending, ser-
vice and law. The new purchasers were mostly
absentee landlords. Generally, the untouchables
and other low caste persons were prevented from
buying land even when they could afford to
purchase. They were forced to remain at work on
the land as landless labourers. They were also not
allowed 1o enter into those occupations which
were reserved for members of the higher castes.

(v) Political Disabilities

Untouchables were given no place in the poli-
tics, administration or the general governance of
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India.
2. Legislation during the British Rule

With the advent of the British, the policy of
equality towards all its subjects was declared by
the Charter of 1833 and the Proclamation of 1858.
The administration proceeded to enact laws to
remove certain social evils. Thus: (i) The Aboli-
tion of Sau Act, 1829, was passed due to the
cfforts of William Bentick and Raja Ram Mohan
- Roy. (ii) The Indian Slavery Act, 1843, prohibited
the sale of a person and compulsory labour. The
law was later adopted in the Indian Penal Code.
(ii1) The Castc Disabilitics Removal Act, 1850
stresscd that no person shall be deprived of any
proprietary right on the ground of religious
exclusion and deprivation of caste. This legis-
lation was applied to both Hindus and Muslims.
(iv) The Hindu Widows’ Remarriage Act, 1856
permitted and legalised Hindu widows’ remar-
riage. Children of such marriages were entitled to
acquire their status and property rights. (v) The
Female Infanticide Prevention Act, 1870 notonly
prevented this inhuman act, but also initiated
mecasures regarding registration of birth, mar-
riages, deaths and limitation of cxpenses on
marriage ceremonics, (vi) The Special Marriage
Act, 1872 permitted inter-religious marriages and
provided a form of marriage for those who did not
belong to any recognised religion. This Act pro-
vided protection from forfeiture of the rights of
succession.” (vii) The Hindu
{Removal of Disabilitics) Act, 1928 confined the
groundsof exclusion from inheritancc 1o only two
disabilitics, namely, congenilal lunacy and
idiocy. (viii) The Hindu Women’s Right to
Property Act, 1937 enabled a woman to have a
sharc equal to that of a son in the property of her
deceased husband. (ix)' The Hindu Marriage
Disabilities Removal Act, 1946 provided a legal
validity to those marriages which are contracted
between persons belonging to the same Gotra or
Pravar or belonging to the various sub-divisions
of the same caste. (x) Measures taken for the
upliftment of untouchables included: the Gov-
ernment of India Act of 1935 which provided for,
a Schedule for all untouchable classes to be
prepared with the intention of providing them
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official facilities. Various schemes were prepared
for the improvement in the conditions of Hari-
Jjans. The Government of Madras by the Malabar
Temples Entrance Act opened the doors of Hindu
places of worship for all members of untouchable
classes.

3. Legislation after Independence
(i) Constitutional Provisions

The Constitution guarantees the right to
equality through Articles 14 to 18. Article 14
outlaws discrimination in a general way and
guarantees equality before law to all persons.
Article 15 prohibits discrimination on grounds of
religion, race, caste, sex or place of birth, Article
16 guarantees to the citizens of India equality of
opportunity in matters of public employment.
Article 17 abolishes untouchability and Article 18
abolishes titles other than a military or academic
distinction.

Political equality is secured by providing spe-
cial representation o politically powerless groups
such as the Scheduled Castes and Scheduled
Tribes, in the Icgislative bodies. Social and eco-
nomic cquality is intcnded to be achieved by the
state in pursuance of the directive principles of
the-state policy contained in Chapter IV of the
Constitution, which commands the state 10
remove existing socio-economic .inequalities by
special measures,

(ii) Philosophy of Right to Equality

From the point of view of integration, the
provision of Article 14 does not ensure absolute
equality for all citizens in all circumstances. It is
a guarantee of their cquality as human persons,
not o be treated as inferior or superior to other
individuals in the community, In the very nature
of things, the socicly  being composed of
unequals, a welfare state will have to strive by
both exccutive and legislative actions to help the
less fortunate in the society to ameliorate their
conditions so that the prevalent social and eco-
nomic incqualitics in the society could be nar-
rowed. Classification of individuals for positive
assistance is permissible but it must be based on
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some real and substantial distinction, a just and
reasonable rclation Lo the objects sought to be
attained and cannol be made arbiwrarily and
withoutany substantial basis, The Supreme Court
observed in Ajay Hasiav. K halid Mujib, ‘Equality
is a dynamic concept with many aspects and
dimensions. From a positivistic point of view
equality is antithetic to arbitrariness. In fact
equality and arbitrariness are sworn enemies.
Where an acl is arbitrary, it is implficit in it that it
is unequal both according to political logic and
constitutional law and is, therefore, violative of
Article 14, and if it affects any matter relating to
public employment, it is also violative of Article
16’ [AIR 1981 SC 487)].

The doctrine of classification and that of arbi-
trariness conslitute two different but useful
dimensions of the doctrine of equality, and could
be usefully employed to serve the larger intercsts
of the weak, vulnerable and exploited classes of
society. Both are useful in advancing the cause of
egalitarianism and in promoting national inte-
gration.

(iii) Equality and Desegregation

Article 15(1) prohibits discrimination on the
grounds only of religion, race, caste, sex, place of
birth or any of them. Thus the principle of
non-discrimination has been firmly accepted. In
this clause the significance of the word ‘only’
needs emphasis. The Article permits discrimi-
nation on other grounds like poverty.

Article 15(2) guarantees a citizen’s right of
access to shops, public restaurants, hotels, etc.,
and the use of wells, tanks, bathing ghats, roads
and places of public resort maintained wholly or
partly out of state funds or which have been
dedicated to the use of the general public. This
right is available against private citizens or
groups. However, this constitutional protection is
unavailable against certain acts of individuals,
Thus, the landlord of a house may choose his
tenants on the basis of religion or caste, or a
private employer may choose his employees on
the basis of kinship.

In matters of public employment, clause (1) of
Article 16 clearly provides for equality of
opportunity to all citizens in the services under
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the state. Article 16(2) rules out some bases of
classification, including race, caste, descent,
place of birth, ctc. Thus, these two clauses of
Article 16 postulate the universality of Indian
citizenship. As there is one common citizenship,
residence qualification is not required for service
in any state.

(iv) Reservations in Legislative Bodies, Educa-
tional Institutions and Services under the State

The Constitution visualises an integrated soci-
ety based on equality, liberty, justice and broth-
erhood. On the other hand, the Scheduled Castes,
Scheduled Tribes and other backward classes
suffer from historical injustices. To combat lack
of political power of these groups, reservations in
state legislatures and in the Lok Sabhahave becn
provided by Articles 330 and 332. To promote
equality and to eliminate inequality in social and
economic fields, reservations for these groups of
people have been made for pursuing higher
education under Articles 15(1) and (4) of the
Constitution, as well as under Article 16(4), for
giving them adequale representation in services
of the state. The rationale behind such reserva-
tions in legislative bodies, in educational insti-
tutions and in services under the state is that in
course of time these persons will be able 1o stand
inequal position with the more advanced sections
of the society.

In 1951, the Supreme Court had held in State of
Madras v. Champakam Dorairajan that the state
was not entitled to make any reservation in
educational institutions in favour of any back-
ward class of people, as it would amount to
contravention of the fundamental rights of the
citizens of India [AIR 1951 SC 226]. Conse-
quently, by the First Amendment to the Consti-
tution, clause (4) was added to Article 15 1o enable
the state to make any special provisions for the
advancement of any socially and educationally
backward classes. Article 16(4)also provides ‘for
reservation of appointments or posts in favour of
any backward class of citizens which, in the
opinion of the state, is notadequately represented
in the services under the state’.



304

(v) Social Backwardness and Poverty Test

The tests to be applied for determining back-
wardness of a class of citizens, for purposes of
protective discrimination under Articles 15(4)
and 16(4) have continued 10 be under judicial
review. The Supreme Court has taken note of the
fact that there are numerous castes in the country
which are backward socially and educationally.
Therefore, if an entire caste is found to be socially
and educationally backward, special provisions
or reservations for it would not violate Article
15(1). Though in the ultimate analysis, poverty is
the cause of social and educational back wardness,
poverty in rural arcas cannot be the basis of
classification to support rescrvation for rural
areas. '

(vi) Backwardness is not a Static Concept

The Supreme Court has clearly laid down in the
case of A. Periakaruppan v. State of Tamil Nadu
that no class is to be treated as backward for all
the time. Once a class reaches a take-off stage,
then competition is necessary. for their future
progress [AIR 1971 SC 2303 at p. 2311}.

(vii) Limitations on Reservation under Articles
16(1) and (4)

Reservation for backward classes in appoint-
ments or posts is not without limitation. There are
two conditions subject to which the power of
reservation has to be exercised, i.e., (a) it is to be
seen that by excessive reservation the guarantee
enshrined in clause (1) of Article 16 is not
rendered illusory; and (b) in making such reser-
vation, the policy of the stale should be consistent
with the maintenance of efficiency of
administration as enjoined by Article 335 of the
Constitution. The Supreme Court has, however,
in different cases, upheld reservations in each
separate grade of service, and in selection posts.
They have upheld the relaxation of two years
granted to employees from Scheduled Castesand
Scheduled Tribes for passing promotion testsand
the general reservation of 15 per centand 7.55 per
cent posts for candidates belonging to Scheduled
Castes and Scheduled Tribes, respectively. Ithas,
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nonetheless, opined that reservation for any
purpose in excess of 50 per cent is not valid [AIR
1981 SC 298].

(viii) Perpetuation of Reservation and National
Integration

The reservation provisions which were origi-
nally temporary have become a permanent fea-
ture. They have also not brought about the
cherished objective of bringing these classes into
the mainstream of public life. As more and more
privileged groups are created on the basis of caste
and other considerations, more and more divisive
forces are unleashed in the body politic. The
political process has become subservient to caste
loyalties, and the cffectiveness of reservation as
a social enginecring device is often questioned.

(ix) Evaluation of Reservations

1t is worlhwhile to evaluate the operation of
reservations for backward classes. It has been
pointed out that of the 370 backward castes and
sub-castes only nine managed to create a virtual
monopoly for themselves in Tamil Nadu. These
nine castes constituting 11.3 per cent of the
backward class population sccured 37 per cent of
the non-gazetted and 48 per cent of the gazetied
posts in the sixties. Similarly thcy got 44.3 per
cent of the engincering and 47.3 per cent of the
medical seats. On the other hand, seven castes
which constitute 12.1 per cent of the backward
castes held 1.9 per cent of the non-gazetted and
0.9per centof the gazetted posts. It hasbeen noted
that children of millionaires, industrialists, doc-
tors, engineers, senior officials and big busi-
nessmen, calling themselves backward, corner
most of the concessions. Even in the case of
Scheduied Castes, the 26th Report of the Com-
missioner for Scheduled Castes and Scheduled
Tribes revealed the magnitude of inequalitics
among these communities and called for a posi-
live discrimination in favour of the backward
sections of these communities [GOIl, 1980, p.
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188]. The whole policy of reservation calls for a
fresh, more equitable, judicious and rational
approach and classification.

(x) The Protection of Civil Rights Act (PCRA},
1976

This is the amended version of the Untouch-
ability (Offences) Act 1955. It makes all mani-
festations of the practice of untouchability
punishable offences. From 1955 to 1976 an
average of 976 offences per year were registered.
During the next six years this average increased
by more than four times, i.e., 4,256 per year.

The Elyaperumal Commitiee identified the
following impediments in the working of the
Acts. (1) Lack of awareness- only 43.8 per cent
of the beneficiaries were aware of the provisions
of the Acts. (2) Delay in the disposal of cases. (3)
Light punishments- in 73.9 per cent of proved
cases, the accused were let off with small fines.
(4) The rate of acquitials was as high as 45.2 per
cent. In the enforcement of the religious rights
under the Act, the rights of ‘denominational
groups’ sometimes tended to defeat the objective
of the Act. For example, if a member of the
Scheduled Caste is denied admission to a Jain
temple, he has no remedy under the Act [Elyap-
erumal, 1965]. Prior to the amendments in 1976,
the courts took the view that all non-Jains could
notclaim theright of entry into a temple dedicated
to the member of one sect alone, and therefore,
no offence was committed under the provisions
of the Act. In 1976, Parliament amended the Act
to make its enforcement more stringent.
Enforcement of religious and social disabilities is
punishable now. with imprisonment for not less
then one month and not more than six months,
and also with a fine. Explanation 1 to Section 10
inserted by the amending Act specifically pro-
vides that if a public servant wilfully neglects the
investigation of an offence punishable under the
Act, he would be liable to punishment as an
abetter.

Notwithstanding these legislative efforts, the
practice of untouchability continues unabated
even thoughinanattenuated form. Thisis because
the Scheduled Castes are generally engaged in
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unclean and low-paid occupations in the unor-
ganised sector. That renders them an easy prey to
social and economic exploitation. The efforts of
the state are directed more to elitist aspects of
political and job reservations and only marginally
touch the problems of the poorest of the poor
among the Scheduled Castes.

(xi) The Scheduled Castes and Scheduled Tribes
(Prevention of Atrocities) Act, 1989

This Act specifies a whole new range of
offences, provides stiff penalties and special
courts. It provides a mandatory imposition of
death sentence where the intentional giving of .
false evidence resultsin conviction and execution
of an individual from scheduled groups. Also, if
atrocities involve land disputes the courts are to
presume that the offence was committed in pur-
suance of a conspiracy. The Act provides for

‘externment of any onelikely tocommitan atrocity

in the scheduled and tribal areas specified under
Article 244 of the Constitution.

The Act is not only a penal policy measure, but
states are required to ensure prevention of atro-
cities and to assist the victims. Legal aid and
travelling and maintenance allowances during
investigation and trial have now to be provided.
Identification of atrocity-prone areas and adop-
tion of safety and preventive measures are to form
a part of the scheme. The Actcame into force on
30.1.1989. It is too early to draw any final
conclusions about the success or otherwise of the
Act.

(xii) The Bonded Labour System (Abolition} Act,
1976

The object of this Act is to provide for the
abolition of the bonded labour system. The defi-
nition of bonded labour is wide enough to cover
every type of aclivity which is in the nature of
bonded labour. It particularly covers the render-
ing of labour by an indebted or obliged person for
no wages, in the form of repayment of some debt
or obligation. The Act mainly roots out the
bonded labour born of indebtedness. It is only a
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rescue measure and not a remedy for the diffi-
culties arising out of social and economic com-
pulsions.

(xiii) Legislation for Women
(a) Prostitution

Article 23 of the Constitution prohibits tralfic
inhuman beings. There isalso the Suppression of
Immoral Traffic in Women and Girls Act, 1956
(now the Prevention of Immoral Traffic Act,
1986) under which state governments are to make
rules for its smooth implementation,

{b) Dowry

_ ~Under the Dowry Prohibition Act, 1961, the
giving and taking of dowry is punishable with
imprisonment upto six months or a fine of five
thousand rupees or both. The Act has so far
remained a dead piece of legislation, because (i)
offences under the Act are non-cognizable, and
(ii) it is unreasonable to expect that the father of
the girl who has paid dowry would lodge a
complaint, ignoring the interests of his own
daughter. To deal with this problem effectively,
the Committee on the Status of Women has
suggested that the offences under the Act should
be made cognizable, that the display of dowry
should also be made an offence, etc. Some of their
suggestions have been incorporated in the later
amendments

(c) The Commission of Sati Abolition Act, 1987

Although the custom of Sati was abolished
during the days of Lord Cormwalis, it has again
revived in recent years on account of social
pressures. This led Parliament to enact the
Commission of Sati Abolition Act, 1987. The Act
inter alia punishes glorification of the custom of
Sati; the guilty personi would also be debarred
from contesting any election,

(d) Women and Employment

Although the Constitution provides equality in
all walks of life, a number of government
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departments practise gender based inequality.
The Indian Foreign Service Rules, 1961 provided
that no married woman, as of right, would be
entitled to be appointed to the service. Further,
women members of the service were required (0
giveanundertaking that they would resign, if their
family and domestic commitments were in con-
flict with the performance of their duties. No such
rules were applicable to male officers. The
Supreme Court termed these provisions as vio-
lative of Articles 14 and 16 of the Constitution,
in its judgment in Muthamma’s case [(1979) 4
SCC 260]. It was then that the government stated
that the rule was being deleted. Some discrimi-
natory rules applicable to air hostesses of Air
India were also struck down by the Supreme
Court, as violative of Article 14 of the Constitu-
tion.

(e) The Equal Remuneration Act, 1976

Another area in which the gender based dis-
crimination is widely practised is in the payment
of less wages to women workers for the same or
similar kind of work. The Equal Remuneration
Act casts a duty on the employer to pay equal
remuneration to men and women for the same
work, or work of similar nature. It also lays down
that an employer shall not make any discrimina-
tion against women in the matter of recruitment.
This Act has not worked well in practice. In one
case, the Supreme Court was unable to give any
relief as the wage rates had been fixed after
negotiations with the concerned Trade Union.
Generally, trade unions are male-oriented and are
active only in the organised sector. Women are,
on the other hand, largely employed in the
unorganised sector. It is necessary for women to
have their own trade unions and for the state to
initiate measures to train and encourage women
to organise themselves and to have their repre-
sentatives in policy-making bodies. The state
should also devise legal support for this purpose.

(xiv) Legislation Regarding Inequalities of
Property and Income

The effects made by the state to lesson these
inequalities are discussed below:
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{a) Inequality of Property

The 44th Amendment to the Constitution
deleted the right to property as a Fundamental
Right. This constituted a significant development
in the context of eradication of incqualitics in the
agrarianstructure inIndia. Article 31 Bintroduced
by the First Amendment provides thatnone of the
Acts mentioned in the Ninth Schédule to the
Constitution shall be deemed to be void on the
ground thatthey infringe the Fundamental Righs.
Since the early fifties, 169 agrarian reform laws
havebeenprotected by their inclusionin the Ninth
Schedule of the Constitution. The introduction of
tenancy reforms secms to have mixed benefits. In
many areas, landlords evicted tenants, in antici-
pation of these reforms. Their introduction thus
led to an increase in the number of landless
labourers.

While sustaining the constitutional validity of
certain legislations pertaining to the agrarian
reforms, the Supreme Court observed in Kesa-
wananda Bharati's case that without a dynamic
programme of agrarian reform, it wasnot possible
to change the face of rural India and to upgrade
the standards of living in the villages.

In colonial India there were marked disparities
in ownership of agricultural land. To rectify these
disparities, ceilings on agricultural holdings were
enacted by most states by 1961. But these were
evaded and indifferently implemented. The ceil-
ings fixed were found to be high and not much
surplus was realised and distributed. So far about
47 lakh people - largely landless workers, espe-
cially those belonging to Scheduled Castes and
Scheduled Tribes - have benefited from the
distribution of surplus land, but large chunks of
_ the land declared surplus have remained undis-
tributed due to litigation.

The Madhya Pradesh Govemment has by
amending its ceiling laws given possession of
disputed land to landless people. This example
could be followed by other governments. The
extent to which inherited wealth contributes to
inequalities in India does not appear to have yet
been fully discussed. The case against inheritance
lies on three counts (i) that it widens inequalities
ofincomesand wealth, (ii) that it affects the basic
democratic ideals of equality of opportunity, and
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(iii) that it pcrmits the conferment of large amount
of power and wealth on persons who are incom-
petent or unprepared to utilise it. One extreme step
that has been suggested by hard core socialists is
the abolition of the institution of inheritance.
However, in practice, no state, whether socialist
or democratic, has adopted the policy of abo-
lishing inheritance. Only some palliative mea-
sures like gift tax, wealth tax and estate duty have
been taken. These have been of little help in
lessening the inequalities.

(b) Inequality of Income

Oneof the basic causesofinequalities of income
is the unequal distribution of the resources of the
economy. Dandekar and Rath rightly observed:
‘At the root of the inequitable distribution of the
national product is the inequitable distribution of
the means of production’ [Dandekar and Rath,
1971].

With 20 per centof the rural households owning
only 1 per cent of the rural assets and with
pay-scales in the unorganised sector being very
low, the result is inequality of incomes. This could
be reduced by lowering the gap in structures
through greater government assistance and by
raising minimum wages. In this connection, the
Minimum Wages Act, 1948 empowersthecentral
and state governments to fix different minimum
wages for different. employment. In Peoples
Union for Democratic Rights v. Union of India,
the Supreme Court held that if a worker provides
labour or service for less than minimum wages,
such labour would clearly come within the ambit
of forced labour prohibited under Article 23 of
the Constitution [(1982) 3 SCC 258].

There are two views about the feasibility of
having a uniform national minimum wage. In
view of the vastness of the country and differences
in the levels of development in industries and
regions, the National Commission on Labour felt
that a uniform national minimum wage would be
untenable. The Bhootalingam Committee, on the
other hand, observed that the real minimum wage
could only be the absolute national minimum,
irrespective of seclor, regions or states, below
which no ¢cmployment should be permitted.
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In contemporary India, the generation of black
money is responsible for the crosion of the pur-
chasing power of honest tax payers, as well as, of
those living below the poverty line. The Special
Bearer Bonds (Immunities and Exemptions) Act,
1981 was enacted with the objective of canalising
black money for productive purposes. The con-
stitutional validity of the Act was challenged on
the ground that it violaied Article 14 of the
Constitution and also offended against morality
as it conferred on dishonest tax evaders immu-
nities and exemptions which were denied to the
honest tax payers. The Supreme Court by a
majority decision upheld the legislation and
observed, ‘We are concerned here only with the
constitutional validity of the Act and not with its

morality’ [(1981) 4 SCC 675}.
Economic disparities in India are due mainly to
unemployment, underemployment and low pro-
~ ductivity of labour, as well as, evasion of taxcs.
These do not strictly lic in the domain of
law-making but in the implementation of eco-
nomic policics and laws. Nonctheless, thesc arc
potent enough 10 erode the bonds of fraternity,
equality and justice and to retard the process of
national integration.

(xv) Inequalities in Electoral Process

Economic inequalitics as in the case of back-
ward classes, and incqualities of status as in the
case of Scheduled Castes or women, adversely
affect the participation of these groups in the
political process. Economic dependence and
minorily status sometimes prevents Harijans
from exercising their franchise. This in turn
results in the neglect of measures necessary for
removing the injustices suffered by them. If
equality of opportunity in the political process is
to be achieved and representative participation
without the constraints of money promoted,
lowering the ceiling of election expenditure is
necessary. Low ceilings for election expenses
become difficult to enforce due to falsification of
accounts. The second mode in which the ceilings
for election expenses are evaded is that the
amounts spent by the party, as distingaished from
the candidate or hisauthorised agent, are nottaken
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into account as cxpenditure incurred by the can-
didate. This completely frustrates the object of-
prescribing a ceiling. An explanation was added
10 section 77 of the Representation of the People
Act, 1951 by the 1974 Amendment. It provides
that any expenditure incurred in connection with
the clection of a candidate by a political party,
association, body of persons or an individual
(other than a candidate or his authorised agent)
shall not be deemed to have been expenditure
incurred by the candidate.

The Election Commission in a report in 1989
while discussing ‘the display and use of money
power during the election’ expressed itself
against this liberalisation and urged for the
curbing of money power so that it.could not be
misused for organising lavish campaigns or booth
capture or rigging or for other malpractices. The
Election Commission also feltthat sooner or later,
it would be necessary to evolve a scheme which
would operate to shift the burden of legitimate
clection expenses to the state, While discussing
the effect of inequalitics on the political process,

"Dr. Ambedkar observed in the Constituent
Assembly forty years ago that, ‘ We must remove
this contradiction at the carliest possible moment
or clse those who suffer from inequality will blow
up the structure of political democracy which the
Assembly has so laboriously built up’ [Ambed-
kar, 1962, p. 412]. This warmning, though admin-
istered forty years back, applies with equal force
today.

IVFUNDAMENTALISM, LAW AND
NATIONAL INTEGRATION

The term ‘fundamentalism’ implies (i) the strict
adherence 1o traditional orthodox tenets (e.g., the
literal meaning of scriptures which are held tobe
fundamental to Christian faith), and (ii) opposi-
tion toliberalism and modemism [Shorter Oxford
English Dictionary). In its classical sense the term
‘fundamentalism’ is associated with religious
bigotry, but owing to usage its meaning in con-
temporary social sciences, isextended to all kinds
of narrow and sectarian outlock in human affairs,
an antithesis of liberalism, rationality, social

change and liberal jurisprudence, and is, there-
fore, detrimental to national unity and integrity.
The commitment of the Constitution is to the
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values of democracy, equality, fraternity, secu-
larism, rule of law, etc. Moreover, the inclusion
of certain fundamental rights and duties of the
citizens in the Constitution, mentioned earlier in
this paper, constitute a rejection of fundamen-
talism. '

The urgent problem of the contemporary social
situation in India is the transformation of the
individual from a member of a tribe or village or
a caste, creed or language group to a citizen of
India, owing allegiance to the norms and values
of the Constitution. The feelings of parochialism,
communalism, and casteism prevent the growth
of aspirit of healthy nationalism and harmonious
relations among various communities. To curb
these fundamentalistic attitudes in action, the
Indian Penal Code under section 153(B) provides
that whoever (a) makes or publishes any impu-
tation that any class of persons cannot, by reason

of their being members of any religious, racial,

language or regional group or caste or community
bear true faith and allegiance to or uphold the
sovereignty and integrity of India, or (b) asserts,
counsels, advises, propagates or publishes that
any class of persons shall, by reason of their being
members of any religious, racial, language or
regional group or caste or community be denied
or deprived of their rights as citizens of India, or
(c) makes or publishes any assertion, counsel,
plea or appeal, concerning the obligation of any
class of persons by reason of their being members
of any religious, racial, language or regional
group or caste or community, and such assertion,
counsel, plea or appeal has caused or is likely to
cause disharmony or feeling of enmity or hatred
or ill will between such members and other
persons shall be punished with imprisonment
which may extend to three years or with fine or
with both,

To foster respect for national honour and for the
symbols of national unity and integrity, Parlia-
ment has enacted the Prevention of Insult to
National Honours Act, 1971. This Act forbids the
commission of any acts of burning, destroying,
mutilating, defacing, defiling, disfiguring, tram-
pling of the Constitution and the national flag.
These acts include even speech and intentional
refusal or prevention of singing of the national
anthcm, The persons guilty of such forbidden acts
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could be arrested without warrant and could be
punished for their acts of criminality without
proof of mens rea by imprisonment which may
extend to three years. On sundry occasions, the
national institutions, monuments, flags, national
anthem, etc, were insulted by Akali Morcha
agitation, the Naga Secessionist Movement, the
Mizo Insurgency, the Azad Kashmir Front or
Pro-Pak rallies and earlier during the language stir
in the South, Could these acts be permitted as the
exercise of the right to freedom under Article 19?
Should these acts be deemed to be a contempt
against the Constitution? Until the matter is
decided by the High Courts and the Supreme
Court, such acts could be punishable under sec-
tion 124 A of the Indian Penal Code. A full bench
of the Madras High Court had occasion to
consider a case pertaining to the unfawful acts of
ten members of Tamil Nadu Assembly, who had
burnt copies of the Constitution in the course of
an agitation. However the Court confined itself
only to the question of a breach of the privileges
of the Assembly and declared the seats of these
MLAs vacant, The Court did not deal with the
question of violation of the provisions of the
Prevention of Insult to National Honours Act,
1971,

There was a case in Kerala in which students
belonging to the sect called Jehoveh’s Witnesses
refused (o sing the national anthem. In that case,
reconciling the duty of every citizen of India to
respect the national anthem (Article 51-A)and the
freedom of religious belief (Article 25), the
Supreme Court observed that, ‘if proper respect
is shown to the National Anthem by standing up
when the National Anthem is sung, it will not be
right to say that disrespectis shownby not joining
in the singing’ [(1986) 3 SCC 617].

In India the fundamentalistic attitudes and
behaviour could be broadly classified under (i)
communalism, (i) casteism, (iii) regionalism,
and (iv) linguistic fanaticism,

(1) Communalism

Communalismis the belief, that because a group
of people follow a particular religion they have
common social, political and economic interests.
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It is the belief that Hindus, Muslims, Christians
and Sikhs form different and distinct communi-
ties; that they constitute separate organic wholes
or homogeneous and cohesive communities.
Communalism is a negation of secularism, liberal
democratic ethos and the constitutional rule of
law. It is the antithesis of casteless and classless
egalitarian social order. Explaining its meaning
and its repercussions, Justicc Madon rightly
observed, ‘Communalism as a way of thinking is
«the result of the perversion of religious sentiment
and a clear distortion of its history, growth and
development. It is also the erosion of man’s
saciability and the very violation of his rational-
ity. ... (The tragedy is that as) those who become
the denizens of such communalism ... refuse 1o
think, so do their children grow and fail (o think.
Indians have ceased to think of themselves as
citizens of India but look upon themselves only
as followers of a religion with scant regard to the
state and its constitution’ [Madon, 1985, p. 87].
Realising the evil potentialities of the combina-
tion of politics and religion, the Constituent
Assembly adopted on April 3, 1948, a resolution
that all steps, legislative and administrative,
should be taken to prevent communal organisa-
tions from engaging in any activities other than
those of areligious, cultural, social or educational
nature. ’

Though India has been dcclared as a secular
stateit does not mean agodlcss state. Article25(1)
of the Constilution guarantces to every person the
freedom of conscience and the right to profess,
practice and propagate religion subject to public
health, order, morality, etc. The principle of
secularism as understood and worked out in the
United States of America means that the state and
the Church co-exist in the same human society
without having to do anything with each other. In
India, however, the principle of secularism has
come to be interpreted differently. The Consti-
tution of India requires that there shall not be any
state religion and that the state shall treat all
religions equally. It does not, however, prevent
the state from financially assisting educational
institutions sponsored by religious organisations.
The state has also reserved to itself, and has
sometimes exercised the right to interfere in the
religious practices of various communities in the
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interests of their peaceful co-existence and cul-
tural development. Further, the Constitution also
calls for a Uniform Civil Code for all Indian
communitiés, Article 16(5) recognises the
validity of laws relating to management of reli-
gious and denominational institutions. Article
28(2) contemplates that the state itself may -
manage educational institutions wherein reli-
gious instruction isimparied. The governments at
the centre as well as in the states have been given
the power 1o legislate on the subject of ‘charities,
charitable institutions, charitable and religious
endowments and religious institutions’ (vide
Entry 28 in the Concurrent List).

All these provisions lead different people to
organise themselves on the basis of religion or
language, etc., as it is easier to organise small,
culturally distinct groups than large multi-
culwral class collectives. Another disturbing
aspectof religious freedom is thateven if religion
iskept apart from textbooks, irrational beliefs and
religious value systems are being included in the
name of culture and moral education, One feature
of religious freedom which hascast ashadow over
the Indian concept of secularism is the freedom
to propagate one’s religion. In Yulitha Hyde v.
State of Orissa, the High Court held that Article
25(1) guarantees propagation of religion,
including conversion, which is a part of the
Christian religion and that prohibition of con-
version by ‘force’ or fraud as defined by the
concerned Act would be covered by the
limitations subject to which the right is guaran-
teed under Article 25(1) [AIR 1973 Orissa 116].
The word propagate as used in Article 25(1) does
not give the right to convert another person to
one’s own religion but only to transmit or spread
one’s religion by an exposition of its tenets [AIR
1977 SC 908]. This judgment was criticised as
wrong and of greatest public mischief and that it
ought to be overruled. The particular provision
(Article 25(1)) in the Constitution has done more
harm than good to the process of national inte-
gration, unification and assimilation of different
communities in the country. There is need to
check the misuse of that freedom through law.

Asmentioned earlier, the secular characteristics
of the Conslittion are also reflected in the
cquality clauses, ie., Article 14 10 17. Another
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secular provision of the Constitution is Article
29(2) which says that admission into any educa-
tional institution shall not be denied to a citizen
on the basis of race, religion, ctc., if such an
institution is maintained out of state funds.
Minority institutions cannot restrict admissions
tothem on the ground of religion, language, caste,
etc. Article 325 of the Constitution provides that
‘there shall be one general electoral roll for every
territorial constituency and that no person can
claim to be included in any special electoral roll
for any such area (constituency) on grounds only
ofreligion,race, caste, sexoranyofthem’. Article
27 prohibits the specific appropriation of the
proceeds of any tax in payment of expenses for
the promotion or maintenance of any particular
religion or religious denomination. Further,
Atrticle 28(3) provides that no one shall be
required to take part in any religious instruction,
6r religious worship, at any educational institu-
tion recognised or receiving aid from the state,
except with his or her guardian’s consent.

Thus, as an antidole to communalism and as an
instrument for achieving national integration,
secularism can be said to have three distinct
aspects: firstly, as a process of inter-community
integration between the different religious com-
munities, viz., Hindus, Muslims, Christians,
Sikhs, etc., secondly, as a process of
transformation of the caste-based dominant
community, viz., Hindus; and thirdly,as amethod
and means of promoting a scientific culture and
rationalist temper in the country.

Although Indian secularism is not akin to
American secularism, it is nonetheless much
more than a narrowly defined political concept.
In India it means four things: (i) the rejection of
a theocratic or quasi-theocratic state and the
affirmation of a non-religion based polity; (ii) the
proclamation that religion is of private or group
concern and, therefore, would call for equal
deference by the state, but it would have no
political relevance forthe structures and functions
of the state; (iii) the assertion of the unity of the
people of India which would to some extent mean
the replacement of religious loyalties by national
loyalties and the equality of all citizens; and (iv)
the right of the state to interfere in the religious
practices of various communities in the interest
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of their peaceful co-existence and cultural
development.

The belicef of the constitution-makers that sub-
stitution of joint for separate electorates would
secularise society has been belied by the
post-freedom  development.  The  post-
Constitution era has witnessed a gradual trans-
formation of the enfranchised masses into a
number of separate constituencies so that they
vote communally, think communally, listento the
communal election speeches, judge the delegates
communally and express their grievances com-
munally. The existence and emergence of com-
munal organisations have slowed down the
process of de-communalisation of the political
parties.

One of the worst forms of communalism is the
frequent recurrence of communal riots in practi-
cally every part of India. There have been asmany
as fifty small and big communal riots in Uttar
Pradesh since the re-opening of the Rama Jan-
mabhumi Temple. The government admitted in
1981 that no fewer than 1,235 cases arisirig out
of communal riots were pending, some for
decades. Each major communal incident results
in the formation of an enquiry commission, yet
no oneis punished in a courtof law. Alltoooften,
the offenders are protected by politicians in
power. Instead of treating every incident of
communal riot as apure question of law andorder,
it is given a political perspective. Criminal cases
arising out of communal riots are not allowed to
run their full course as the government generally
withdraws from the prosecution in the hope of
promoting communal harmony but this has
proved to be an illusory hope. Case studies of
some of the major communal riotsreveal a pattern
in the failure of the law enforcement authorities.
These include (a) the failure to (i) make pre-
ventive arrests of communal leaders and anti-
social elements under section 151 of the Criminal
Procedure Code (Cr.P.C.) and their detention,
under section 3 of the National Security Act, in
time; (ii) make search and seizure of unlicensed
fire-arms, explosives, etc., subsequently used
during riots; (iii) ban entry of communal leaders
into riot affected areas under section 144 of the
Cr.P.C.; and (iv) prohibit prejudicial publications
inciting communal feelings. (b) Delay in the
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promulgation of section 144 of the Cr.P.C. and in
the imposition of curfew order, and in their
enforcement, due to shortage of manpower. (c)
Release on bail by courts of persons arrested
under Section 151 of the Cr.P.C,

The freedom of religion granted under Article
25 and the freedom of speech, expression, asso-
ciation, assemblage, etc., granted under Article
19 of the Constitution imply a right to take out
processions. The state is however empowered (0
impose restrictions on these rights in the interests
of public order, safety, morality, health, public
use of thoroughfares, etc. Such restrictions canbe
placed under section 144 of the Cr.P.C. The
Disturbed Areas Acts of various states even
permit the use of force, including firing, toenforce
- such restrictions.

Laws relating to blasphemy comprises within
its fold not only sections 95 and 96 of the Cr.P.C.
which are rather preventive in nature, but also
sections 153-A, 153-B, 295,295-A, 296,297 and
298 of the Indian Penal Code. The police have a
positive role to play in the enforcement of this
branch of the penal law which seeks topunish acts
ofinsultand annoyance caused by a person of one
religious persuasion against persons belonging to
another faith, Judging by the number of prose-
cutions actually launched, it cannot, however, be
said that the police are using these sections to the
extent one would expect them 1o do.

ii) Casteism

Casteism is another form of fundamentalism,
because it is opposed to modemity and social
change and breeds narrow and sectarian loyalties.
- Moreover, in a socicty organised on caste lines,
individuality is neither recognised nor respected,
because the individual exists as a passive unit in
such a social organisation. Consequently, the
problem of castes becomes a standing challenge
tothe constitutional goalsof democracy, equality,
secularism and national integration. The Consti-
tution seeks to democratise caste relations by
providing certain positive inalienable rightsto the
individual as well asby abolishing untouchability
and forced labour.
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(a) Law and Caste in Pre-Independent India

Inancient Indian society based on Manu’s legal
philosophy, law coupled with religion not only
helped to maintain the status quo of the caste
divisions but also contributed to their further
creation and consolidation. With the advent of the
British administration, the law as given by the
sovereign political authority took control of the
political economic and social fabric of the
country, and the power of the caste panchayatand
caste usages and practices were pushed into the
background. The Bengal Regulation II of 1793
madc a beginning in the administration of justice
in anew direction and the Bombay Regulation I
of 1827 made a further change. Section 21 of that
Regulation provided that the jurisdiction of civil
courts shall extend to the cognizance of all orig-
inal suits and complaints between natives and
others (not British-born subjects) respecting the
right to movable and immovable property, rents,
government revenues, debts, contracts, marriage,
succession, damages for injuries and generally of
all suits and complaints of civil nature. The .
aforementioned Castes Disabilities Removal Act,
1850 was another land-mark. The enactment of
the Civil and Criminal Procedure Codes and the
Evidence Act gave a new experience to the
Indians of the principle of equality before law.
These legislative measures did not abolish the
caste system but only demarcated the areas
between the new administration of justice and
caste conirol of the personal behaviour of its
members. There were also certain administrative
measures which fostered and perpetuated caste-
ism. For example, for the first time in the Census
of 1891, pcople were enrolled on the basis of caste
and caste-hierarchy. The Morley-Minto Reforms
of 1909 recognised special representation of the
depressed classes. This resulted in a movement
for organising caste associations to demonstrate
the back wardness of the caste. Unfortunately, the
Census and the electoral system provided more
than sufficient incentive for the consolidation of
caste groups.

(b) Law and Caste in Post-Independent India

The Constitution attempted to delegalise the
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caste system. The Protection of Civil Rights Act,
1955 as amended in 1976, provisions in the Code
of Civil Procedure, and the Prevention of Atro-
cities on Scheduled Castes and Scheduled Tribes
Act 1989 are some of the laws enacted to prevent
abuses in the caste system. There laws have been
discussed earlier in this paper.

(b)(i) Casteismand Fundamental Aspects of Law

The legal and administrative measures detailed
above have, paradoxically, promoted and
encouraged casteism insicad of weakening it. Due
to the privileges and reservations offered for
backwardness, there is a general desirc for
enrolment in the list of Scheduled Castes and
backward classes. The provision of quotas and
reservations on the basis only of birth in a par-
ticular caste is resented by members of other
castes and does not lead towards political and
social integration. It is a fact that almost all the
ex-untouchables, especially those living in rural
- areas are, more or less, susceptible to violent
untouchability. One important constitutional
infirmity is that our constitution-makers did not
take a bold decision of expressly abolishing the
caste system. Had abolition of caste systcm becn
made a Fundamental Right, a constitutional
remedy in the form of Article 32 would have been
available to enforce that provision.

(b)(ii) Caste asa Denomination and-as a Minority

Caste can also be perpetuated when it is
recognised as a religious denomination and a
minority. It then gets, under Article 26 of the
Constitution, the right to establish and maintain
institutions for religious and charitable purposes,
10 acquire property and to manage its own affairs
in matters of religion. There is a further danger of
castes masquerading themselves as religious or
linguistic minorities and re-establishing them-
selves. Article 30 of the Constitution provides that
all minorities shall have the right to establish and
administer educational institutions of their
choice. This right is not subject to the other
provisions of fundamental rights nor even to
public order, morality and health. Several deci-
sions of the courts go to show that the minority
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rights are being treated as absclute and
impregnable rights. The Supreme Court held that
the Arya Samajeducational institutionsin Punjab
are institutions of linguistic and religious
minority [AIR 1972 SC 1737]. The state cannot
impose a medium of instruction or even Hindi,
which is a national language under Article 351 of
the Constitution, on minority institutions.

(b)(iii) Conversion and Caste

That a person reconverted to Hinduism reverts
to his original caste and that, therefore, he is
eligible for getting the benefits available to that
caste was the opinion delivered by the Supreme -
Court in Anbalgon v. B. Devarajan and Others
[Civil Appeal No. 544 of 1981].

Thus, the caste structure in India isfirmly rooted
and has social, economic and political overtones.
The Report of the Mandal Commission observes
that caste restrictions have loosened considerably
as a result of factors like the laws introduced by
the British, urbanization, industrialization, spread
of mass education and above al}, the introduction
of adult franchisc afier Independence. But, what
caste has lost on the ritual front, it has more than
gained on the political front: the caste system has
providedthe political leadership with ready-made
channels of communication and mobilisation. In
view of this, it would be unrealistic to assume that
the institution of caste will wither away [Mandal,
1980].

(iii) Regional Fundamentalism

Regional fundamentalism is yet another cate-
gory of fundamentalism. As aresultofan upsurge
of regional and linguistic fanaticism in
contemporary India, different groups of people
seem to identify themselves more as distinct
entities rather than as ‘Indians’ belonging to a
single political entity known as India. It is this
regional and linguistic fanaticism that has led to
the agitations in Punjab, Kashmir, Mizoram,
Nagaland, Bodo and Gorkha regions, the demand
for a separate state of Jharkhand and to disputes
among the various states over the river water and
boundaries. Regionalism per se, is notantithetical
10 national integration. In fact, the validity of the
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regional aspirations and identity isrecognisedand
incorporated in the federal Constitution. Nothing
is more basic to the concept of federalism than
regionalism and sub-regionalism, which reflect
unity in diversity of our composite culture. But
the problem arises when under the cloak of
regionalism, political parties start secessionist
movements,as witnessed in Jammu and Kashmir,
Punjab, and earlier by the D.M.K. in Tamil Nadu
and various rebel groups in Manipur, Mizoram
and Nagaland.

Sensing such disintegrative attempts by selfish
and parochial groups, Parliamentin early October
1963, adopted the Constitution (Sixteenth
Amendment) Bill which, (1) enabled Parliament
to make laws providing penalties for any person
questioning the sovereignty and integrity of the
Indian Union, and (2) laid down that a candidate
for election to Parliament or a state legislature
would have to undertake, by oath or affirmation,
to bear true faith and allegiance to the Indian
Constitution and to uphold the country’s sover-
eignty and integrity. It is admitted on all hands
that national unity and integrity can genuinely
flower out of a healthy reconciliation between
regionalism and centralism and perhaps thatis the
spirit behind Indian federalism. The Constitution
provides certain healthy unitary trends to check
the evil aspects of regionalism. Part II of the
Constitution dealing with citizenship recognises
only one citizenship. Articles 14 and 15 restrain
the state from discriminating against any citizen
on the basis of his place of birth. Article 16
provides equal opportunity in public employ-
ment. Article 19(1)(d) gives to all citizens the
rightto move throughout the territory of Indiaand
to acquire property and reside anywhere (except
of course in Jammu and Kashmir). Article 301
ensures freedom of trade, commerce ard inter-
course throughout India. Economic planning is
primarily being done by the union government.
In the field of advanced and sophisticated
industries, the union government is committed to
an overall balanced development of India. With
the general economic planning and taxing powers
and the political and administrative leverage, the
union controls 80 per cent of the governmental
activities of the states.

Regionalism is a double edged weapon. It is
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conducive for national integration when itreflects
and realises unity in diversity. It is antithetical to
national integration when it becomes parochial
and goes against the direction of the main currents
of national life and ultimately leads to seces-
sionism. Regionalism has therefore, to be nursed
cautiously.

(iv) Linguism and National Integration

The existence of different and varied languages
in India has no doubt contributed to the richness
of culture but at the same time, created problems
and tensions. The Indian National Congress had
allalong promised the creation of linguistic states
in recognition of the strong subnationalistic
feclings which, as the experience all the world
over has shown, cannot just be ignored or sup-
pressed. The States Reorganisation Commission,
while making its recommendations, had kept the
following principles in view - (i) to preserve the
unity and integrity of the country, (ii) to maintain
linguistic and cultural homogeneity and also (iii)
financial and administrative viability. However
in practice the Commission left many linguistic
groups in a minority position in the new states,
leading to furious agitations between various
states over improper allocation of districts, tehsils
and even villages [Ali, 1955].

The constitution-makers while making Hindi as
the official language of the union took the view
that the regional languages should also be pro-
moted and developed. Sevenieen other languages
were, therefore, given recognition (vide Article
343 and Schedule VIII of the Constitution). To
pacify those who were opposing Hindi as an
official language, the Official Languages Act
1963 provided that the English Language may
continue to be used even after the deadline of 15
years. The Act also made the use of English
obligatory for certain purposes, in the interest of
the non-Hindi-speaking employees of the central
government and to ensure smooth communica-
tions between the centre and the states.

The National Integration Conference in 1961
recommended the adoption of ‘three language
formula’ for secondary education all over the
country. This formula envisaged the compulsory
teaching of three languages in schools (i) the
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regional language and English together with
Hindi in the non-Hindi spcaking statcs, and (ii)
another modern Indian language and English in
the Hindi speaking states. So far the three lan-
guage formula has not been implemented in its
letter and spirit.

A Presidential Order had, on the recom-
mendations of Parliamentary Committees, made
training in Hindi compulsory for employees of
the central government below the age of 45 years.
The constitutional validity of the Order was
challenged but the Supreme Court upheld the
Order saying that it was not inconsistent with the
Official Languages Act, 1963 [AIR 1967 SC
225].

Due to some linguistic fanaticism, the dream of
the founding fathers to make Hindi as the official
language in all spheres of national life has not so
far been translated into rcality. Developing an
indigenous national language is nccessary (o
strengthen national unity and integrity. Attitudi-
nal integration is largely a function of a common
language of asociety. Hindi is best suited for this
role but the complete switch over process should
not be sudden, so that linguistic fury may not be
aroused in any part of the community, Hindi
should liberally receive words from other lan-
guages in order 1o become more representative of
the whole country. The Sarkaria Commission on
Centre-State Relations has recommended that
effective steps should be taken (o implement the
‘three language formula’ in its true spirit, uni-
formly, in all states in the interests of unity and
integrity of the country.

V. FEDERALISM AND NATIONAL INTEGRATION

The sheer vastness of the country and the
presence of religious, linguistic, racial and cul-
tural variations among the people rightly
prompted the framers of the Constitution to reject
the unitary form of government and to preserve
the inherited federal system for independent
India. The federal principle isan important device
by which integration is achieved in a vast and
heterogeneous country like ours, preciscly
because it balances harmoniously the sentiments
of localism and nationalism, of unity in diversity,
rooted in the prevailing historic, cultural, racial,
linguistic, economic or geographic conditions.
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In India, the situation in which the federal polity
was created was different from what it prevailed
in America and Australia. Here, there were no
independent sovereign political entities for cre-
ating a new federal authority. It was, a single
Constituent Assembly that drafted and adopted
the Constitution, Considerations of national unity
made the constitution-makers opt for a strong
central government, which alone could keep in
check the disintegrating forces and put together

sufficient financial and administrative resources

for tackling the vast problems of economic
planning and the responsibilities of a welfare
state. The framers of the Constitution did not use
the word ‘federation’. They preferred to describe
India as a union of states. They did divide gov-
ernmental power between the centre and the states
and did make the states autonomous in their own
spheres. Bul, the states were to exercise that
autonomy within the framework of the overall
superiority and pre-dominance of the centre. The
three lists in the seventh schedule of the Consti-
tution show the division of legislative powers
between the states and the Union. The residency
legislative power has been vested in the Union
under Entry 97 of List . That is why jurists have
described the Indian Constitution in different
ways and none of them is prepared to call it a
federation in its traditional meaning. It has been
called ‘a federation with strong centralised ten-
dency’ [Wheare 1963]. The centre has becn
conferred more powers so that it can cffectively
deal with problems like casteism, communalism,
regionalism, linguism, inequality in socio-
economic status of the people as well as of
regions, and geographical, ethnic and religious
diversities. In every issue of public and national
importance, the centre gives directions to state
governments under Articles 257, 356 and 365.
Parliament is empowered under Article 249 to
legislate even in regard to subjects aliotted to the
states. The union can delegate its functions to
states with corresponding duties, whether or not
the states arc willing Lo accept such delegation.
The emcrgency provisions contained in Part
XVII bring out pre-eminently the very wide
powers conferred on the union government. The
provisions in regard to grants-in-aid contained in
Article 275 and to the discretionary grants under
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Article 282 are also of the same character. The
Constitution has also a requirement that certain
bills, though passed by the state legislatures, can
be reserved for submission to the President. Even
the identity of a constituent stateis notpermanent,
as Parliament has, under Article 3, the power to
reorganise the state. None of these features is
found in a federation of the classical types.

" The Supreme Court, in the Kesavananda case,
expressed the opinion that the federal structure is
a basic feature of the Constitution. The same
Court, however, in State of West Bengal v. Union
of India, and in In Re Berubari Union and
Exchange of Enclaves observed that the constit-
uent states had no independent authority and had
no roots in the past [AIR 1963 SC 1241 and AIR
1960 SC 845]. What is important from the point
of view of national integration is whal was
observed by Chief Justice Sinha, ‘It is to be
remembercd that a striking feature of our Con-
stitution, which perhaps distinguishes it from
some other Constitutions, is its attempt Lo
harmonise the interests of the individual with
those of the Union. Our Constitution does not set
up the states as rivals to one another or (o the
Union. Each is intended 10 work harmoniously in
its own sphere withoutimpediment by others with
an overriding power of the Union, where it is
necessary in the public interest’ [AIR 1963 SC
1760].

If we examine the actual working of the Con-
stitution to find out how far it has succeeded in
bringing about this harmonisation, we find that,
by and large, the centre has displayed an incli-
nation and a capacity not only to keep the state
governments from overruling its own decisions
but also to completcly over-awe them excepton
a few occasions. The operation of centre-state
relations in the past few decades has vividly
brought to light certain tension areas:

i) Institution of Governor

The very fact that the Governor, a head of the
state exccutive and a part of the state legislature,
is appointed by the President, points 1o a peculiar
phenomenon in our federal sysiem. The initial

fiftcen years hardly saw any controversy about

the status, role and functions of the governors, It
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wasonly since the fourth general elections in 1967
that these became a matter of public debate and
thatstresses and strains, notanticipated at the time
of the framing of the Constitution, became
noticeable. Article 355 expects the Govemor to
‘ensure that the government of every state is
carried on in accordance with the provisions of
the Constitution’., The Governor has to act in a
dual capacity - as a constitutional head of the state
and also as a representative of the centre. A
successful discharge of these two roles depends
on correctly interpreting the scope and limits of
both. In Hargovind v. Raghukul Tilak, the
Supreme Court held that the Governor is not
subordinate or subservient to the Government of
India, noris he accountable to them for the manner
in which he carries out his functions and duties
[AIR 1979 SC 1109]. Article 356, which
empowers the Governor of astate to make areport
10 the President that ‘the government of the State
cannot be carricd on in accordance with the
provisionsof the Constitution’,has however often
been misused. This provision easily lends itself
10 abuse, as there is no objective way of deter-
mining at what point the constitutional machinery
of the state can be saidto have brokendown. There
is an impression that the governors have often
acted to serve the political ends of the party to
which they owe allegiance. In situations where
governors sought to take an objective view of the
political situation in a state, their tenure had been
shortened by the centre for political reasons.
Despite bitter historical experience, the Sarkaria
Commission did not recommend deletion of
Article 356. It only emphasised that Article 356
should be used very sparingly. It also recom-
mended that a State Legislative Assembly should
not be dissolved before Parliament has an
opportunity to consider the Presideniial procla-
mation, which should be revoked if the House
passes a resolution disapproving it. Again
according to the present state of the law, the
President’s satisfaction under Article 356, is not
immune from judicial review. For sucha review,
it is necessary that the report of the Governor on
the basis of vhich the presidential action is taken
should be a ‘speaking document’, ie., it should
contain a precise and clear statcment of all
material facts and grounds, which shoulu then be
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made an integral part of the Presidential procla-
mation. The Sarkaria Commission also recom-
mended norms of eligibility of persons for being
appointed as governors and the method of their
appointment. It is aiso necessary that the tenure
of governors should be fixed and that their
removal should nct be possible, except through
impeachment or on the basis of a report obtained
from the Supreme Court, on the lines of Articles
124 and 317 [Sarkaria, 1988].

&) Financial Federalism and the Quest for State
Autonomy

Financial autonomy hasalways been among the
major demands raised by the states from time to
time. There have often been complaints from the
statesruled by opposite parties that the centre had
not shared taxes with them in the spirit of the
Constitution; that while they had to perform the
increasing functions in developmental and social
services, malching finances were not being
transferred to them from the centre and that, under
the existing system of allocation of funds, the rich
states got more funds and the poor states less,
resulting in an ever-widening gap. The constitu-
tional scheme of financial relations involves two
distinct features: Firstly, the centre and the states
have independent powers of taxation and the
states can also borrow money with the concur-
rence of the central government. Secondly, the
constitutional scheme provides for the sharing of
taxes collected by the centre. The Constitution has
created a mechanism of the Finance Commission
which makes recommendations to the President
about the pattern of tax sharing. For the purpose
of planning, all government activity has been
divided between plan and non-plan sectors. The
states have no autonomy in the plan sector even
inrespect of state subjectsand they have to submit
to the union;since the discretionary grants under
Article 282 which finance the plan sector, and
which constitute about 70 per cent of the total
grants made by the centre are controlled by the
Planning Commission, an off-spring of the union
government. The Planning Commission controls
the developmental activities of all the states and
union territories by fixing broad targets and
prioritics, by scrutinising the plans prepared by

NATIONAL INTEGRATION AND THE LAW

317

the states and by deciding the allocation of funds.
Even the legislative activities of the state gov-
ernmentsrelating to agriculture, education, health
and cooperation have passed into the hands of the
Planning Commission. For instance, the land
reform schemes of the states were examined by
the Land Reforms Division of the Planning
Commission before a Bill incorporating them
could be introduced in the state legislature. The
community development programmes are con-
trolied and regulated by the Planning Commis-
sion as well as by the Union Ministry of
Community Development. Very often the
Planning Commission made grants for particular
projects. The dissident states desiring more
autonomy want the Planning Commissionand the
National Development Council to be made
independent bodies which should have constitu-
tional or legal standing and their recommenda-
tions to be binding on the union govemment.
Article 282 should also come to an end. These
states also want the corporation tax to be trans-
ferred into the divisible pool of taxes. The Sar-
karia Commission took a favourable view of their
demands. The Commission recommended that
the whole question of resource mobilisation and
expenditure should be examined by an expert
committee to be appointed by the union govern-
ment and having representatives from the states.
The Commission also recommended the setting
up of a National Economic and Development
Council and the strengthening of the Finance
Commission or setting up of a Standing Finance
Commission. Thus, the Sarkaria Commission
recommended an appropriate federal financial
structure encompassing diverse factors like more
resource devolution for the stalesand maintaining
strict financial discipline and cooperation on the
part of the union and the states.

iti)The Use of Para-Military Forces bythe Centre
in the States

The use of para-military forces by the centre for
maintaining law and order has annoyed the states
ruled by opposite parties. The Administrative
Reforms Commission has supported such use.
The trend of centralisation in this sphere reached
its climax by the incorporation of Article 257-A
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by the Constitution (Forty-second Amendment)
Act, 1976, which empowered the central gov-
emnment to deploy any armed force in any state
for dealing with grave situations of law and order.
These forces were to act in accordance with the
directions of the central government. Such a
provision was resented by the states. Conse-
quently, the Constitution (Forty-fourth Amend-
ment) Act, 1978, cnacted during the Janata rule,
‘deleted this provision with effect from June 20,
1978. Under Article 355 of the Constitution, a
dutyis imposed on the cenire to protectevery state
against external aggression and internal distur-
bance and to ensure that the government of every
state is carried on in accordance with the
provisions of the Constitution. The centre has
therefore to have effective power. However, itis
felt that as a matter of general policy the
deployment of the central forces in a state should
be done with the consent of the state government
concerned.

iv) All India Services-

The need for a well coordinated administrative
machinery on the part of the union and the states
wasmet by the Constitution framers by providing
for the creation of the All India Services (Article
312). While expressing their views before the
Sarkaria Commission, most of the state govern-
ments agreed that the All India Services have, by
and large, fulfilled the expectations of the
constitution-makers. However, some statc gov-
ernmentsexpressed different views. Some opined
that with the state governments having acquired
enough experience, they could manage their
affairs without the All India Services. Some
opposed these services on the grounds that they
whittle the authority of the slate governments.
The Sarkaria Commission has finally opined that
the Allindia Services are as much necessary today
as they were when the Constitution was framed
and continue to be one of the premier institutions
for maintaining the unity of the country. Any
wholesale amendment of the Constitution 10
increase the powers of the states would be suicidal
and may herald a disintegrative process. Only
some minor changes as well as efforts to restore
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some of the distorted provisions of e Consti-
tution to their original spirit is a felt necessity of
the time.

In order to bring about more coordination in
various programmes and policies and to help
settle disputes between the centre and the state
and beiween states inter se, the Constitution
provides the following instrumentalities in addi-
tion (0 recourse o the Supreme Court provided
under Article 131.

a) Inter-State Councils

Article 263 of the Constitution provides for the
appoiniment of Inter-State Councils for: (a)
inquiring into and advising upon disputes which
may have arisen between states; (b) investigating
and discussing subjects in which some or all of
the states, or the union and one or more of the
states, have a common interest; or (c) making
recommendations upon any such subject and for
the better coordination of policies. Under this
provision some ad hoc councils for going into
questions of health, local self government, etc.,
were appointed by the President. However, the
Administrative Reforms Commission and later
the Sarkaria Commission recommended the cre-
ation of a standing Inter-State Council, charged
with all the functions enumerated above. Such a
Council was set up in 1990.

b) Dispute-Settlement Machinery in respect of
River Water Disputes

Aricle 262 provides for the adjudication of
special categories of disputes by extra judicial
tribunals. The Inter-State Witer Dispute Act,
1956, permits the creation of an ad hoc tribunal
by the central government for the adjudication of
water disputes. The decisionof the tribunal is final
and the Act also eliminates the jurisdiction of the
courts. Two more non-statutory bodies have been
created by the centre, viz., the National Water
Development Agency and the Water Resources
Development Council. The recent setting up of a
tribunal for the Cauvery river dispute isa step in
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the right direction. In spitc of all these instru-
mentalities several -disputes concerning inter-
staterivers have remained pending for a long time
among the various statcs.

¢) Zonal Councils

Zonal Councils were introduced in India by the
States Re-Organisation Act, 1956, as instruments
of inter-governmental consultations and cooper-
ation mainly in socio-economic fields. They arc
advisory bodies, one each for five zones of India
created by the Act. A special North-Eastern
Council was also set-up by an Act of Parliament.
So far, the councils do not have many spectacular
achievements to their credit. Nevertheless, they
have helped in developing a common approach
to some regional problems, like the question of
safeguards for linguistic minorities in the south-
ern states, and minority safeguards in the eastern
states. It is perhaps possible to activise these
bodiesand to use them for promoting much more
fruitful regional co-operation.

VI. MINORITIES, LAW AND
NATIONAL INTEGRATION

Nation-building in a democratic set-up, is a
dynamic process of integrating a plurality of
social groups so that every section of the com-
munity gets an opportunity to participate in the
national life without losing its separate identity.
The goodwill and confidence of the minorities are
necessary for national wunification. However,
minority rights should not become impediments
toit.

The Constituent Assembly’s Committee on
Minority Rights bestowed much thought and
attention to the minority problem in all its facets.
It came to a unanimous conclusion that there
should be no separate electorates, There was also
to be no reservation of seats in the legislatures
except for Anglo-Indians, the Scheduled Castes
and the Scheduled Tribes. The Committee how-
ever recognised the importance of giving safe-
guards to the minorities, It said ‘the State should
beso runthat they (minorities) should stop feeling
that they are oppressed by the mere fact that they
are minorities, but they have as honourable a part
toplay in the national life as any other section of
the community’ [CAD, Vol. V, p. 24}
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The Constitution adopted two methods of pro-
tecting the minoritics. [t conferred certain positive
rights on members of minority groups which they
shared with other citizens of the country. Among
the above rights may be mentioned equality
before law (Article 14), in particular the prohi-
bition of discrimination on grounds of religion,
race, caste, sex or place (Article 15), equality of
opportunity in matters of public employment
(Article 16), the well-known seven fundamental
freedoms (Article 19), the right of freedom of
conscience and free profession, practice and
propagation of religion (Article 25), freedom for
religious denominations and sections thereof to
manage their religious affairs (Article 26) and the
permission to impart direct religious education in
schools which are not maintained out of state
funds (Article 28). The other kind of rights
guaranteed may be described as those of special
nature which ensure to the minorities the right to
conserve their distinct language, script or culture
(Article 29) and the right to establish and
administer educational institutions of their choice
(Article, 30).

Notwithstanding the guarantees given to the .
minorities in India, the Muslims and lately the
Sikhs feel insecure and separated from the
mainstream of national life. There have been
many occasions in the pastwhen both the majority
groups and minority groups were guided by
communal and religious feelings, rather than by
the norms of democracy, fraternity and secular-
ism. The crucial issue in national integration is
how to make the various sections of the people
and organised groups to subordinate their narrow
loyalties to the larger loyalty of being an Indian.
It is necessary to make them realise that their
primary and most important loyalty isto India as
a whole, rather than to the caste or tribe or
religious community into which they are born, the
language they speak, etc. But, before discussing
further, it would be relevant to first determine the
meaning of minority under the Constitution.

The Supreme Court held that in the absence of
any precise definition in the Constitution, a
minority community means a community which
isless than 50 per cent of the population of astate.
Also, in order to constitute a linguistic minority,
the community must at least have a separate
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spoken language. There are certain snags in the
abovedefinition givenby the Supreme Court. The
population of a state may be so heterogeneous that
no single community may constitute more than
50 per cent of the state population and, therefore,
all groups may claim the title of minority com-
munity. The second difficulty about this defini-
tion is that, there might be certain communities
which are in majority in case of states, but in
minority in the case of the union. For examplc,
Muslims, Sikhs and Christians are morc than 50
per cent in Jammu and Kashmir, Punjab and
Nagaland, respectively, but are in minority in the
all India context.

Differences on grounds of language or religion
are understandable, but it is difficult to define the
word ‘culture’. Since culture means different
things to different people and there is so much
cultural variety in India, it isdifficultto determine
culturally who is the minority and who is the
majority. Language and religion or acombination
of both, therefore, appear to provide a more stable
basis for the determination of the question.

Apart from the religious and the linguistic
minorities, the Scheduled Castes, the Scheduled
Tribes and other backward classes have also been
labelled as minorities due to their low level of
social, economic and cultural development. The
problem of these classesis atemporary phase,and
need not be discussed here,

The greatest safeguard for the religious mino-
rities in a multireligious society lies in a secular
polity. As mentioned earlier, India has adopted
such a policy. In order that the safeguards 1o
minorities may not be used for blocking pro-
gressive legislation or programmes like family
planning or the maintenance of divorced women,
it wasnecessary toseparatereligiousmatters from
other practices. The Supreme Court observed ‘in
order that the practices in question should be
treated as a part of religion, they must be regarded
by the said religion as its essential and integral
part, otherwise even purely secular practices
which are not an essential or an integral part of
religion are apt to be clothed with religious forms
to make a claim for being treated as religious
practices within the meaning of Article 26. Sim-
ilarly, practices though religious may have sprung
from merely superstitious beliefs and may in that
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sense be extraneous and unessential accretions to
religion itself” [AIR 1961 SC 1402, at p. 1415].

The cultural and educational rights given to
minorities under Articles 29 and 30 have certain
implications. The right of a community to pre-
serve its religion and culture includes (i) the right
to profess, practice and preach its own religion,
if it is a religious minority; {ii) the right to follow
its own social, moral and intellectual ways oflife,
(iii) the right o impart instruction in its tradition
and culture and (iv) the right to perform any other
lawful act or to adopt any other lawful measure
for the purpose of preserving its culture. The right
to conserve one’s language also includes the right
1o undertake political agitation to conserve the
language. The right to conserve the language and
culture includes the right to develop the same.
This is done through educational institutions.
Thus follows the right to establish and maintain
educational institutions by a minority. The
minority also wants the governmentto assume the
financial burden of teaching its language in the
state schools, or at least to subsidise the schools
of the minority, Both theserightsare incorporated
and guaranteed in Article 30 in clauses 1 and 2,
respectively, In order to claim these rights in
favour of an educational institution, the con-
cermed community must, according to the
Supreme Court, show that (a) it is a religious or
linguistic minority, and (b) the institution was
established by it.

Asregards the rights of linguistic minorities, the
President has the power under Article 47 to direct
a state governmenti o recognise a language spo-
ken in that state as an official language. Every
person has a right under Article 350 to submita
representation in any of the languages used in the
Union or the State, as the case may be. Article
350-A requires a state government to try (o
provide education through the mother tongue to
linguistic minority groups at the primary level and
empowers the President to issue directions in this
behalf. Further, according to Articles 120 and
210, a member of Parliament or a State Legis-
lature can address the respective House inhisown
mother tongue if he is unable to express himself
in English or Hindi.

Institutions run by minorities appear to enjoy
better protection from government regulation
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than those run by majority groups, The basic idea
behind the incorporation of constitutional provi-
- sions for safeguarding the interests of minorities
was to avoid any harmful impact of the culture of
the majority community on the culture of the
minorities. While enjoying these provisions the
few minorities, like the Muslims and the Sikhs,
ought to be willing to establish their oneness with
the mainstream of Indiannational life by agreeing
to adjust themselves with social changes that take
place, in the larger interests of national unification
andintegration. They should change their attitude
towards family planning, marriages, divorce,
civil code, etc.

If integration of the minorities is to be a reality
and not merely an ideal, then religion must recede
from public life. Itmust be confined to the relation
of the individual with the Creator. It must not
aspire to have sway upon human life. Other
spheres of life must be influenced by reason and
equity. In this age of scientific achicvements,
science must provide a rational basis to modem
society and help in discovering the material
principles of integraled national existence. The
net result should be that the minority does not
claim such freedom as breeds lawlessness, dis-
unity and disintegration.

VII. PERSONAL LAWS AND
NATIONAL INTEGRATION

The existence of a mosaic of personal laws,
grounded in religious beliefs, has often posed a
challenge to the realisation of the constitutional
goals of equality, secularism, democracy, frater-
nity, and consequently, to national unity and
integrity. The Constitution directs the state in
Article 44 to endeavor to enact a uniform civil
code and empowers legislatures through Entry §,
List IIT of the Seventh Schedule to regulate
matters of personal status like marriage, divorce,
inheritance, etc. Will such a reform of the Hindu
Law or Muslim Law, by a common civil code,
violate religious freedom or the right toconserve:
culture enshrined in Article 29(1)? The answer to
this important question requires an analysis of the
essence of religion and of social obligation.

The Bombay High Court gave a very liberal
. definition of the term religion, that whatcver
bindsa man tohis conscience and whatever moral
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and ethical principles regulate the lives of man,
they alone can constitute religion as understood
in the Constitution [AIR 1953 Bombay 242 at
244). While freedom for such a religion is guar-
anteed, religious practices cannot claim absolute
immunity from state interference. It was
contended that the sacrifice of cow on the Bakri
Id day was enjoined by the Koran and, therefore,
the practice was an integral part of the Muslim
religion. The Supreme Court held that the practice
was not an essential part of the Muslim religion
and could rightly be regulated under Article 25(2)
of the Constitution [AIR 1958 SC 731]. Legal and
social duties were interwoven in religious and
ethical obligations in the past. The development
of civilization and emergence of state authorities
categorically divided the obligations of mankind
as religious, social, ethical and legal. Marriage is
a social institution. The relationship between
husband and wife, parent and child, master and
servant, etc.,, have been regulated by the state
because the society bestows on them some legal
rights and obligations which have no direct con-
nection with the freedom of conscience and
religion, Moreover, such of the religious personal
laws as are limited to the regulation of social
obligations of individuals have already under-
gone abrogation, modification, etc., during the
British rule.

Prior to the advent of the British rule,
religion-based personal laws of Hindus and
Muslims regulated nearly every aspect of human
conduct including criminal law, evidence law,
procedural law and law of contracts, trade and
commerce. When the Britishers established their
hegemony over India, they changed the criminal
law completely, and also introduced their own
system to deal with various matters of civil law.
The Charter Act of 1833 authorised the
Governor-General to codify laws on various
subjects in order to achieve uniformity where
possible, and certainty in all cases, without
shocking the prejudices of any community.

The firstimportant piece of legislation, was the
Indian Penal Code, 1860 under which the system
of blood money (Diya), mutilation as a punish-
ment for thell, stoning for sexnal offences and
slavery were prohibited. Thugi was made a
scverely punishable offence. The inhuman prac-
tices of sati and female infanticide were made
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punishable. The Criminal Procedure Code, 1861,
1882 and 1898, the Indian Evidence Act, 1872,
the Indian Contract Act, 1872, the Sale of Goods
Act, 1930 and the Indian Partnership Act, 1932
regulated the relation between two contracting
parties or between partners irrespective of their
religion. The Transfer of Property Act, 1882, the
Civil Procedure Code, 1859, 1882 and 1908, the
Specific Relief Act, 1877 and the Indian Lim-
itation Act, 1908 abrogated the personal laws of
Hindus and Muslims on one or the other point.
Family laws were also modified. The Caste
Disabilities Removal Act, 1850 restored succes-
sionrightslost due to religious conversion. A host
of enactments followed which changed the laws
or practices followed by Hindus as well as Mus-
limsin respect of choice of marriage partner, age
of maturity, child marriage, appointment of
guardians, married women’s property, etc. Hindu
law was extensively modified in the fields of
succession to property, as also separate properties
in the Joint Hindu Family system. The power of
testamentary disposition of property, not known
to Hindu Shastric Law, was conferred on the
Hindus. Polygamy was regulated. Muslim Per-
sonal Law also underwent change. The Dissolu-
tion of Muslim Marriage Act, 1939 conferred the
right on a Muslim wife to dissolve her marriage
on any of the grounds stated therein. The remedy
of restitution of conjugal rights and its refusal in
certain circumstances was unknown to the per-
sonal laws of Hindus and Muslims, but in the
name of justice and equity, the High Courts
granted it by applying the British Matrimonial
Causes Act. The widow’s right to retain posses-
sion of husband’s property in lieu of Mehr was
recognised by the Privy Council.
Fundamentalists of both Hindu and Muslim
. communities could not oppose the abrogation and
encroachment of their personal laws during the
Britishrule. The problem became acute only after
Independence, because of narrow communal
thinking and by treating the social obligations and
secular activities as an integral part of religion.
A question arose in the Constituent Assembly,
whether the government should have power to
_enact alaw on matters pertaining to personal laws
of Hindus and Muslims and whether such a law
would be a violation of religious freedom. It is
interesting to note that whilst all the Muslim
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speakers favoured continuation of the British
policy of neutrality, the Hindu speakers empha-
sised that the religious freedom guaranteed by the
Draft Article 19 (now 25) did not preclude the
jurisdiction of the state inmatters of personal laws
and in enacting a Uniform Civil Code. The
Muslim speakers asserted that the secular state of
India should not be endowed with the legislative
power to encroach upon the beliefs and practices
of any religious community; that personal laws
were deeply interwoven with religion and that the
secular state of India should permit its citizens to
practise their own religion and observe their
personal laws. It was argued by others that there
were many amongst Hindus also who did notlike
aUniform CivilCode,but that, if their views were
accepted one could not pass a single law which
could alleviate the position of Hindu women. The
sooner one forgot the isolationist outlook of life,
the better it would be for the country. Religion
must be restricted to spheres which legitimately
appertain to religion. The rest of life must be
regulated in such a manner as may evolve astrong
and consolidated nation. Alloudin Khilji made
several changes which offended against the
Shariat. The Britishers had already introduced
one single criminal law. Upto 1935, the North-
West Frontier Province was not subject to the
Shariatlaw. Until 1937, Muslimsin western India
were governed 1o a large extent by the Hindu law
in matters of succession. In North Malabar, the
Muruakkathaym Law applied to both, Hindusand
Muslims. After these discussions the Constituent
Assembly adopted Article 44 directing the state
to try 1o secure a uniform civil code.

Parliament or state legislatures are competent
to make laws in the areas of personal laws of any
religious community. They are empowered under
Article 246 read with List III, Entry 5 of the VII
Schedule. However, the existing customary or
religious laws of various communities get an
exemption from the provision of Article 13 that
any law inconsistent with fundamental rights has
to be treated as void. This follows from a decision
of the Bombay High Court {AIR 1952 Bombay
84]. The Supreme Court ruled that Part I11 of the
Constitution does not touch upon the personal
laws [AIR 1980 SC 807]. Therefore personal laws
cannotbequashedonthe ground thatthey infringe
upon our fundamental rights. The customary laws
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of the Muslim community which have largely
remained untouched are those regarding mar-
riage, mehr, divorce and succession.

(i) Marriage and Polygamy

The supposed right of a Hindu to take a second
wife for, inter alia, begetting a son has been
rejected by several courts. It has been pointed out
that adherence to monogamy does not hit any of
the fundamental rights of a Hindu and is, there-
fore, constitutionally valid.

Polygamy is permitied in Islamic personal law
though, according to scholars, it is looked down
upon by Islam. Also, the permission is subject to
the husband being able to do justice and give
affection to all the wives, a condition most dif-
ficult to fulfil. Cruelty to wives has not been
allowed to the Muslim male under the canons of
Quran. Most of the Muslim countries have reg-
ulated polygamy which results in inequality and
inequity against the Muslim women. Keeping
more than one wife may also affect the population
problem of the country adversely. So, regulation
of polygamy prevalent among the Muslims will
notonly be for betterment of Muslim families but
would also be successful in achieving unity and
integrity of the nation.

(ii) Restitution of Conjugal Rights

As stated earlier, the British. introduced this
relief on the basis of the British Matrimonial
Causes Act. Muslims have not revolted against
thisrelief asitsuits them (the males). It now forms
part of section9 of the Hindu Marriage Act, 1955.

(iii) Discriminatory Right to Divorce

Right to divorce was unknown (o Shastric law,
though it was permittled among cerlain castes
under the Hindu custom. Itis now provided under
the Hindu Marriage Act, under which the Hindu
wifeis given an additional option to repudiate the
marriage on attaining puberty. In Muslim law,
marriage has been regarded as acivil contract and
any of the partiestothe marriage is free todissolve
it. The Muslim personal law allows extra-judicial
divorce and permits the husband to divorce his
wife at any time and at his whim and pleasure. In
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Sunni Law, talag-i-bains, i.c., divorce by triple
pronouncement is one of the kinds of talaq.
Immediately on pronouncement of this type of
talaq it becomes irrevocable,

The practice of unilateral divorce by triple
pronouncement under the Islamic law is very
harsh. The question arises whether we can permit
such an arbitrary right of the Muslim husband to
divorce his wife without assigning any reasons,
for no fault of hers and that too in her absence.
Most of the Muslim countrics, i.e., Turkey,
Cyprus, Tunisia, Algeria, Irag, Iran, Ceylon,
Singapore, Pakistan, Indoncsia, Syria and Egypt
have regulated this unilateral arbitrary right of a
Muslim husband to divorce his wife without any
rhyme or reason. In India also, the need of the
hour is to ensure that a Maslim male is required
to approach a court to obtain a dissolution of his
marriage.

(iv) Adoption

Adoption in Hindu socicty was accepted as a
religious requirement and a son alone could be
adopted under Shastric law when a Hindu had no
natural born son, Under the Hindu Adoption and
Maintenance Act, 1956 a Hindu can now adopt a
son or a daughter. A Muslim can legally
acknowledge a child as his own child, provided
the child’s paternity is unknown. Adoption was
also unknown among Christians and Jews. But
gradually the practice of adoption has developed
in these communities. Child adoption now
acquires a secular aspect and is a fruitful means
to satisfy the needs and emotions of both the
adoptive parents and the adopted child.

Adoption was also recognised by custom
among some Muslims. In Jammiu and Kashmir,
the institution of heir appointment popularly
knows as pisarparwardaes has been recognised.
In the eighties, there have been many cases of
adoption of Indian children by foreign parents.
The Supreme Court held that since there was no
statutory law in India providing for adoption of a
child by foreigners, resort had to be taken of the
provisions of the Guardiansand Wards Act, 1890
for facilitating such adoption. The primary object
of giving the child in adoption must be the welfare
of the child. The Supreme Court laid down in
detail the normative and procedural safeguards in



the matter of inter-country adoptions and made
some clarifications and alterations too. To have a
clarity in procedure and to watch the interest and
welfare of the child, a comprchensive legislation
onadoption isnecded. Some legislative measurcs
were initiated in 1977 and 1980 to have a uniform
law of adoption, but they did not succeed in the
face of opposition from the Muslim members of
Parliament.

(v) Maintenance to Divorcees

Section 125 of the Cr.P.C., 1973 imposes an
obligation on the former husband to pay main-
tenance to his divorced wife, till her re-marriage
or till she remains chaste, The provisions of the
Cr.P.C. were applicable to every person in India
irrespective of religion, caste, creed or race. The
court granted such maintenance to Muslim
divorcees in many cases, but the Muslim com-
munity revolted when relief was granted o a
Muslim divorcee in Mohd. Ahmed Khan v.
Shahabano Begum. Mcetings, seminars, proces-
sions, and demonsirations before the Parliament
were held against the Supreme Court’s decision.
Ultimately a bill was introduced and passed as the
Muglim Women (Protection of Rights on
Divorce) Act, 1986. The Act deprives a Muslim
divorcee to claim maintenance under the secular
law, i.e., under Scction 125 of the Cr.P.C., 1973.
The new legal provision is that the Wagf Boards
would take care of the deserted Muslim woman.
Doubtsare expressed as to whether this provision
isrooted in Shariat law. The Uttar Pradesh and
Bihar Wagf Boards have demanded Rs 5 lakh
each as recurring grant to mete out the expenses
of maintenance to divorcees. One wonders
whether ina secular state, this demand can be met
by government to benefit Muslim women alone.
All in all, depriving the Muslim divorcee of the
benefit of maintenance under the provisions of a
secular law, i.e., under section 125Cr.P.C.,1973
isa threat to national unity and integration.

(vi) Testamentary Succession

This was unknown to Shastric Hindu Law.
Under the provisions of the Hindu Wills Act, 1870
every Hindu can now transfer his entire sclf-
acquired property to anybody. In Muslim Law, a
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Muslim cannot bequeath more than one-third of
his property. This testamentary limitation of one
third should be imposed uniformly on all Indians,
so as to safeguard the interest of heirs.

(vii) Intestate Succession

The Hindu Succession Act, 1956 confers equal
rights 1o a female Hindu to inherit her father’s
property with her counterpart male. The Christian
Succession Law, and the Parsi Succession Law,
i.e., theIndian Succession Act, 1925, have certain
discriminatory provisions but even then they are
comparatively better than the Islamic Law of
Inheritance. Under the Koranic Law, a Muslim
female gets half of that given to a Muslim male.
The most discriminatory provision of intestate
succession in Islamic Law is the non-recognition
of the doctrine of representation. This law of
succession under the Muslim Law needsa change
in order o grant rights of inhcritance to the
children of a pre-deccased son, cven if other
children of the deceased arc alive.

Anicle 44 of the Constitution envisages a
Uniform Civil Code (UCC) applicable to all
Indians. Unfortunalely, the Muslim elites have
bcen opposing the idea. Their opposition to
Section 125 of the Cr.P.C. and to the .Indian
Adoption Bill, 1980 has been noted earlier. There
have been a number of arguments for and against
the UCC. Arguments against UCC include (a) that
a common civil code would not cut down the
number of communal riots or lead to integration,
(b) that uniform laws have been in existence for
over a hundred years in the areas of crimes,
contraclts, torts, etc. If those laws have failed to
inculcate the concept of national unity, uniform
family laws would also fail, (¢) that a uniform
civil code has nothing to do with national inte-
gration, though equality of laws for all sections
of the people is desirable, and (d) that religious
freedom, which is a fundamental Right under
Article 25 of the Constitution cannot exist under
a uniform civil code, and that such a code will
destroy national integration.

The chief argument in favour of UCC is that it
is a requirement of the Constitution. The Uni-
versal Declaration of Human Rights sets a com-
mon standard for all pcoples and nations. Further,
Article 1 of the Convention on the Elimination of
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All Forms of Discrimination Against Women
proclaims that discrimination against women, is
fundamentally unjust and constitutes an offence
against human dignity. Article 2 enjoins that all
appropriate measures shall be taken to abolish
existing laws, customs, regulations and practices
which are discriminatory against women. Article
16(1) states that men and women of full age,
without any limitation due to race, nationality or
religion, have the right 1o marry and 1o form a
family. They are entitled to equal rights as to
marriage, during marriage and its dissolution.

The adoption of a Uniform Civil Code is still a
distant dream. Any forcible imposition of a
Common Civil Code in India will create a gulf
between the diverse religious communities rather
than achieve the national goal of unity and inte-
gration. Adoption of the UCC will therefore have
to be a gradual process.
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EMPIRICAL TESTS OF THE REAL BUSINESS CYCLE
MODEL FOR THE INDIAN ECONOMY

Neeraj Hatekar

Inthis paper, we have attemptedto test some major implications of the real business cycles model
of Long and Plosser [1983] using aggregate level annual data on the Indian economy for the period
1951-1985. Real business cycles imply that nominal magnitudes and real money balances cannot be
exogenous driving mechanisms of the business cycle. These propositions have been tested in this
paper. Section 1 discusses the low frequency properties of non-detrended data. In particular, those
series in whose case the hypothesis of one or more unit roots could not be rejected are identified on
the basis of Phillips-Perron tests. Along with this, a system having secondary sector output andreal
balances and another having secondary sector output and wholesale prices is estimated via
Johansen's [1988] cointegration, and tests of bidirectional causality following Miller and Russek
[1990] have been taken. The short run business cycle is identified with data detrended using the
Hodrick-Prescott filter with a weight of 400. Correlations of detrended gdp with various other
detrended series are described. Section 2 takes tests of Granger causality and weak exogeneity for
nominal and real money magnitudes and gdp over the cycle. Granger causality is confirmed from

money to output. Though the results are somewhat ambiguous, they do not give clear cut support 10
the real business cycle model in the short run. In the long run, however, there is substantial support

for the neutrality of money and prices.
Introduction

Whether money matters for aggregate output
over the business cycle has been an issue of
contention among economists for some while
now. The latest advance has been made by real
businesscycle theorists (Long and Plosser { 1983]
isagoodrepresentative) who claim thateconomic
fluctuations are optimal equilibrium responses of
households and firms to changes in their eco-
nomic environments. Markets are assumed 10 be
continuously clearing to bring planned demands
and planned supplies into equality. Consequently,
agents are always on their demand or supply
curves+depending upon whether they are net
buyers or sellers in specific markets. Since all
markets are assumed to clear continuously, the
classical dichotomy holds at every point of time,
with money supply determining only the absolute
pricelevel. Also, since the level of absolute prices
does not matter for economic decisions, absolute
prices can be at any level without affecting any’
economic decision. This implies that money
supply or the level of prices cannot be exogenous
driving forces of the business cycle. This is the

- chief econometrically testable proposition asso-
ciated with real business cycle theory. This is the
logical outcome for any equilibrium model of the
business cycle of the ‘flex’ price variety. All
prices adjust continuously. Hence, any shock to

money supply, inthe full information context, can
only effect the price level, which is assumed to
be irrelevant any way.

The same logic works even when one considers
the long run, only with greater force. In fact,
earlier business cycle theories like the monetary
misperceptions theory of Robert Lucas allowed
for non-neutral effects of money in the short run.
In the long run of course, the Phillips curve was
held to be vertical. We have the monetarist claim
of Professor Friedman ‘We have accepted the
quantity theory presumption and have thought it
supported by the evidence we examined, that
changes in the quantity of money as such in the
long run have a negligible effect on real income,
so that non monetary forces are ‘all that matter’
for rcal income over decades and ‘money does
notmatter’ [Friedman,1974].Real business cycle
theorists rule out even the short run non-
neutrality. According to them, the Phillips curve
isvertical in the shortas well as the long run. Long
run growth is assumed to be the result of real
factors like technology and population growth.
Money and nominal price level are assumed not
to matter for the growth performance of the
economy.,

In this paper, we have made an attempt to test
for the neutrality of money and prices in the fong
run as well as over the short run business cycle.
The long run is investigated with the help of
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Johanscn’s [1988] cointegration technique, and
tests of bidirecuonal causality using the Miller
and Russek [1990] technique. The short run
cyclical components were investigated by using
Hodrick- Prescott detrended data with a weight
of 400.Section 1 below describes the empirical
methodology and results of the long run effects
of money supply and price level on output.

SECTION 1

In this section, we study the low frequency
properties of the data, and in particular their unit
root properties. Non-stationarity of time series
has always been regarded as a problem by eco-
nometricians. It has been shown by several
authors that the statistical properties of regression
analysis using non-stationary time series are
dubious (For example , see Phillips [1986],
Charemza and Deadman [1992]; Newbold and
Davies [1978]. Newbold and Davies [1978]
report the results of regressing two uncorrelated
random walks on each other. In a sample of 1,000
regressions, 670 were found to have significant
(at 5 %) t statistics. Apart from the problem of
spurious regressions, there is also the problem of
hypothesis testing, as the relevant distributions
are non-standard.

Some non-stationary series achieve stationarity

after differencing dne or more times. This has
motivated the following definition in the litera-
ture,
Definition: A non-stationary series which can be
transformed into a stationary series by differ-
encing d times is said to be integrated of order d
or symbolically, I(d). In contrast, a stationary
series is symbolically represented as 1(0).

A non-stationary time series, that achieves
stationarity on being differenced once is called
i(1). There are several important differences
between an 1(0) and an I(1) series. The 1(0) series
hasa mean value and there is a tendency toreturn
towards that mean, so that the series tends to
fluctuate around that mean value, crossing the
value often and only rarely ‘straying’ too far out.
Autocorrelations decline rapidly as the lag
increases and the process gives a lower weight to
eventsthat are further down into the past, and thus
effectively has a finite memory. An I(1) process
without adrift on the other hand, will be relatively
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smooth, will wander widely, and will rarely return
to a value that it has visited earlier. Autocorre-
lations are all ncar one in magnitude, an innova-
tion to the process affects all later values and
hence the process has an infinite memory.
Clearly, the theoretical implications of the two
classes are very different. For instance, for an I(1)
process, a productivity shock will have a per-
manent impact, whereas for an I(0) shock, it will
only have a temporary impact. If gdp is an I(d)
process, d > 0, then it would be difficult to
reconcile this fact with a Lucas monetary sur-
prises kind of framework, where money shocks
have only a short period impact. Indeed, several
authors (for example, Nelson and Plosser [1982])
have soughtto exploit this fact as evidence against
amonetary theory of the business cycle.

Various tests have been discussed in the liter-
ature for distinguishing between an I(1) and an
1(0) process. They are discussed more fully in the
appendix. In the paragraph that follows, I have
discussed only the results of these tests.

Real gross domestic product at factor cost, was
found to be 1(2). High powered money, real high
powered money (high powered money divided by
gdpd), time deposits, currency with the public,
demand deposits, m3, real balances ie. m3
divided by wpi - (it may be worthwhile to note
that m3 divided by gross domestic product
deflator, henceforth referred to as rb2, was found
to be I(1)), The secondary sector was found to be
I(1). Any disturbanceto the money supply process
then, has a tendency to die out, whereas any
disturbance to output remains in the series all
throughout. This precludes any long term equi-
librium relationship between the money supply
process (excluding rb2) and secondary and
tertiary sector output. Similarly, all the measures
of the general price level (the wholesale price
index, the gross domestic productdeflator and the
index of non-administered prices) all are I(1).
This also implies that over the long run, there
cannot be any equilibrium relationship between
nominal and real monetary magnitudes (excl-
uding rb2) and the general price level. 1t is Jikely
that over the long run, prices will be driven by
industrial and tertiary sector outputs. The idea of
along term equilibrium relationshjp is formalised
in the concept of cointegration, Consider initially
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a pair of series x,, y, each of which is I(1), and
none of which has a drift or a trend in the mean.
It is generally true that any linear combination of
these series is also 1(1). However, if there exists
alinear combination that is I(0), the two series are
said to be cointegrated. The formal definition of
cointegration was given by Engle and Granger
[1987].

Definition: Time series x,, y, are said to be
cointegrated of order d, b, where d 20, b >0,
written as:

X, Y.~ CI(d,b) 1.1

if:

1. Both series are integraied of order d,
2. There exists a linear combination of these
variables, say

oux, + ouy, which is integrated of order d - b.

The vector [oy, o] iscalled a cointegrating vector.
A generalisation to more than two time series is
straightforward.

The cointegrating vectorican also be interpreted
asthe ‘long run equilibrium relationship’ between
the two series. The initial technique for testing for
cointegration was discussed by Engle and
Granger in a classic paper [Engle and Granger
1987]. Later on, Johansen [1988, 1989], Johansen
and Juselius [1990) have worked out a generali-
sation based on the maximum likelihood princi-
ple. Real business cycle theory claims that over

the business cycle, outputand the wholesale price’

level do not have any equilibrium relationship.
Since all markets are complete and there is con-
tinuous market clearing, money supply deter-
mines only the aggregate price level. The
assumption of complete markets also holds over
the long term. Hence, over the long run too, the
price level should not matter to economic activity.
This would also mean that there is no long term
relationship between real output and the aggre-
gate price level. If such a relationship does exist,
itshould be fromreal output to the wholesale price
level, rather than the other way around. An
identical argument canbe maderegarding money.
Either there should not be any long term equi-
librium relationship between money and output,
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or if there is one, it should be from output to
money, rather than from money tooutput. In other
words, either there should not be any equilibrium
relationship between outputand prices and output
and money, or if there is one, the causal direction
should be from output to prices and output to
money. If, on the other hand, the classical
dichotomy does not hold over the long run, that
is, if there are rigidities leading to substantial
non-market clearing and/or market failures, there
can also be a relationship from money.to output
and from the price level to output. Thus, evidence
of long run bidirectional causality between the
price level and output, or money and output would
logically lead to a rejection of the real business
cycle theory model, Clearly, since gdp is 1(2),and
all the monetary magnitudes excepting b2 are
1(0) , there cannot be cointegration between them.
Hence, we have tested for cointegration between

‘b2 (m3 divided by gdp deflator) which wasfound

to be I(1) and secondary sector output, as well as
for cointegration between various measures of the
absolute price level and secondary sector output.
The results are presented below:
Cointegration between log of secondary sector
output and log of gdpd was accepted. The fol-
lowing cointegrating vector emerges:
log(secondary sector output) =
log(gdpd).
Cointegration between log of secondary sector
output and log of wpi was also accepted and the
following cointegrating vector emerges:
log(secondary sector) = - 0.48074 log(wpi).
Cointegration between log of secondary secior
output and log of non-administered prices was
accepted and the following cointegrating vector
cmerges:
log(secondary sector output) = - 0.60712 log
(non-administered prices.)
Interestingly, all the long run cointegrating rela-
tionships have a negative sign. That implies that
in the long run, the general level of prices tends
to decline with output. Prices could be output
driven in-the long run. However, the exact
direction of causality cannot be inferred directly
from the cointegrating vector alone.

Whether output is also ‘price driven’ will
become clear only when tests of bidirectional
causality are taken.

-047819
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Cointegration -between log of b2 and log of
secondary sector output is also accepted, The
following cointegrating vector was obtained.
log (secondary sector) = 0.93587 log (rb2).
Following Granger {1988], it is known that if x,
and y, are I(1) and cointegrated, there must be
Granger causality in at least one direction. The
predictions of the real business cycle model are
intact as long as the causality is from output to
prices and output to money. However, the pre-
dictions of the model fail if the causality is in both
directions. Hence, testing for bidirectional
causality would allow us to infer the validity of
the real business cycle model. We have used the
Miller and Russek [1990) method of testing for
bidirectional causality. Suppose we have twotime

series x, and y, both of which are 1(1). Then, the .

standard Granger causality test will very likely be
made on the first differences of both the series.
Intuitively, it will tell us whether the lagged
changes in one variable, say y, allow us to predict
current changes in x; over and above the infor-
' mation provided by past changes in x. However,
no inference can be drawn on whether past levels
of y can allow us to infer current change of x, over
and above the inference already made possible by
pastchanges of x. Miller and Russek [1990] have
considered an alternative form of modelling the
causality tests in such a way that if x and y are
cointegrated, an additional channel of Granger
causality, in terms of level of y can emerge. This
is the error correction channel. Consider the
following equation:

Ax'x =0+ g; Bx,;

+ % YAY, + €, 1.2

where the null hypothesis that y does not Granger
cause x will be accepted if the ; are jointly zero.
This, as discussed in the appendix, is the standard
Granger causality test. Miller and Russek propose
additionally to test for the significance of the
coefficient of g, in
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Ax =04+ g Bdx,

+§ YA+, HE 13

where u, =x,— oy, and where x,—oty, is a sta-

tionary linear combination of x, and y,. We present
below the results of the causality tests:

The null hypothesis of no causality from log of
secondary sector output to log of gross domestic
product defiator was rejected. The lagged value
oflog(secondary sector) wasinsignificantand the
associated F statistic was 0.0556 at 1 and 30
degrees of freedom. (The lags in equation 1.3
were chosen by Akaike [1973] information cri-
terion). However, the lagged value of the error
correction term was significant at 5% with the
associated F statistic being equal to 4.7433 with
1 and 30 degrees of freedom. The null was
accepted for causality from log(gross domestic
productdeflator) to log (secondary sector output).
The coefficient of the lagged value of log(gdpd)
was insignificant with an F statistic of 0.059 at 1
a..d 30 degrees of freedom. The lagged error
correction term too was insignificant, with the
associated F value of 0.0252 with 1and 30 degrees
of freedom. The null hypothesis of no Granger
causality from log of secondary sector output to
log of wholesale prices was also rejected. The
associated F statistic for the lagged value of
log(secondary sector) was:1.39 with 1 and 19
degrees of freedom, but the lagged value of the
error correction term was significant with an F
value of 19.05 with 1and 19 degrees of freedom.
The null hypothesis of no Granger causality from
log(wpi) to log(secondary sector) was accepted
with an F value of 2.6142 with 2 and 28 degrees
of freedom associated with the lagged values of
log(wpi) and the coefficient on the lagged value
of the error correction term was also insignificant
with an F value of 1.3182 with 1 and 28 degrees
of freedom. The null hypothesis of no Granger
causality was also rejected for causality from
log(secondary sector output) to log(real bal-
ances). The F statistic associated with the lagged
value of log(secondary sector) was(.2809 with 1
and 30 degrees of freedom, but the error correc-
tion term was significant (at 10 per cent) with an
Fvatue of 4.091 with 1 and 30degrees of freedom.
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As for the null hypothesis of no Granger causality
from log(real balances) to log(secondary sector)
it was accepted with the lagged value of real
~ balances having an F statistic 0.58 with 1 and 30
degrees of freedom, and the error correction term
also having an insignificant F value of 0.0058
with 1 and 30 degrees of freedom. v
Thus, change in levels of wpi, gdpd, and real
balances are driven by the past change and levels
of secondary sector output , and not the other way
round. At this stage then, if we confine ourselves
to changes in the relevant time series, we have
‘conclusive evidence in favour of the real growth
model, Over the long run, it is output that drives
real balances and prices, rather than the other way
round. However, the same relationships also need
to hold over the business cycle for the predictions
of real business cycle model to hold. The first
differences of a series need not correspond to the
cyclical fluctuations in that series. To be able to
say anything about the business cycle, we need to
first identify the business cycle. It is to this that
we turn in the next section.

Description of the Business Cycle

Economists commonly decompose univariate
time series into a secular ‘long term’ growth
component and a ‘short run’ cyclical component.
Various approaches have been adopted in the
literature towards detrending univariate time
series. Among these, linear detrending and taking
first differences have been the most popular so
far,

It is generally assumed that the long run com-
ponent is relatively smooth, and does not vary
much over the duration of the cycle. Hence, ithas
been the practice to regress a time series on time
(or some polynomial in it) and treat the residuals
from the fitted regression line as the short run
cyclical component, to be explained by business
cycle theory, (i.e, Bodkin [1969], Lucas [1973],
Barro[1978], Sargent[1978)}, Taylor [1979], Hall
{19801, Kydland and Prescott {1980}, Chiire and
Paranjpe [1987], and Chitre [1991]). ;

However, as Nelson and Plosser {1982)] have
pointed out in a seminal paper, secular trends need
not be modelled as deterministic processes.

For time series belonging to what Nelson and
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Plosser called the Difference stationary class,
business. cycle models based on time trend
residuals are misspecified. Chan, Hayya and Ord
[1977] and Nelson and Kang [1981] have pointed
out that the autocorrelation function of the
residuals from a regression of a random walk on
time is a statistical artifact in the sense that it
depends entirely on the sample size and implies
strong positive autocorrelations at low lags with
pseudo periodic behaviour at long lags. Thus, the
persistence of ihe business cycle will get over-
¢stimated. ’

Nelson and Plosser [1982} have suggested that
series with a unit root can be made stationary by
taking first differences of the data. Indeed, this
methodology has been commonly used in sta-
tionarising data. However, as a technique for
business cycle analysis, it has the following
limitation:

First differencing eliminates low frequency
components of the data. It also passes the maxi--
mum number of high frequency components.
Such high frequency components will not be of
much use for business cycle analysis which is
primarily interested in medium to high frequency
components. For instance, first differencing, at
one extreme, may pass only random noise. The
business cycle analyst, on the other hand, might
be looking for a cyclical movement that lasts
much longer, for instance, one to five years.

-Random noise is hardly likely to serve his pur-

pose. :

In the present paper, classification of the time
series involved was done -on the basis of the
Phillips-Perron tests. It is also customary to use
the Dickey-Fuller [1981] and the angmented
Dickey-Fuller tests for this purpose. However,
these tests are known to be sensitive to the
assumptions regarding the distribution of the
error term. The Phillips-Perron test overcomes
this drawback.

For those series that are not I{(0), dewending by
regressing on time will give a misleading picture
of the business cycle. Use of the first difference
operator on stationary series will, on the other
hand, lead to non-invertibility in the moving
average part. [Nelson and Plosser, 1982). Also,
first and second differencing was considered
avoidable for the reason noted in the previous
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paragraph. Apart from that, since the order of
integration is different for different series, all of
them would have to be filtered different number
of times. This may distort the relationships
between series. [Wallis, 1974]. Consequently, all
the series have been detrended using the
Hodrick-Prescott filter described in greater detail
in the appendix. ’

SECTION 2

The main testable implication of the real busi-.

ness cycle theory was that nominal magnitudes
like nominal balances and price level do not play
any partin the businesscycle. Also, it was pointed
out there that the theory assumes that the classical
dichotomy is complete. That means that in a full
Walrasian equilibrium, there is no reason why
anyone should hold real balances. A model of the
business cycle, based on the assumption of a
complete set of markets, which clear instanta-
neously, would naturally lead to the conclusion
that real balances do not or rather cannot matter
for output fluctuations.

Work by King and Plosser [1984] and others
which indicates thataccording to the real business
cycle model, money is purely passive and
endogenous. Based on these propositions, we
report below the propositions that we have tested:
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Real Business Cycle theory: Affirmed if 1) a)
Money .is endogenous and passive, meaning
thereby that money does not Granger cause out-
put, and b) is not weakly exogenous with respect
to output (see appendix for a discussion of the
concept of Granger causality). 2) a) Output
Granger causes money, and b) is weakly exoge-
nous with respect to money. 3) a) The wholesale
price level does not Granger cause GDP, and b)
GDP is weakly exogenous with respect to WPI
fluctuations (that is, the classical dichotomy is
complete). (All these relationships are of course
tested for data detrended using the Hodrick -
Prescott filter, using A =400.)

We have used a number of measures of real
balances over the cycle, viz., detrended ratios of
high powered money to gdpd, (HPMR), demand’
deposits to gdpd (DEPMONR), time deposits to
gdpd (TDR). GDP stands for detrended GDP. The
method of detrending was the Hodrick-Prescott
filter alluded to above, and explained at length in
the appendix. Ifeither 1,2 or 3 aboveare rejected,
we interpret it as evidence against the real busi-
ness cycle theory model. To start with, we report
Granger causality tests and Geweke causal
measures. The null hypothesis is rejected if the
test statistic is significant at 5%.

TABLE 1.
Null Hypothesis F swatistic vl, v2. Whether Accepted
TDR -/-> GDP 68.50837 1,31 No
GDP -/-> TDR 3.70089 -319 No
DEPMONR -/-> GDP 1.6696 621 Yes
GDP -/-> DEPMONR 0.241329 131 Yes
HPMR -/-> GDP 0.13854 1,32 Yes
GDP -/-> HPMR 6.67845 1,26 No
WPI -/-> GDP 2.4283 6,22 Yes
GDP -/-> WPI 4.2168 1,22 Yes

Here, TDR -/-> GDP for instance, stands for real
time deposits (detrended ratio of time deposits to
gdpd) do not Granger cause GDP (where GDP is
the detrended GDP). vl and v2 refer 1o the
numerator and the denominator degrees of {ree-
dom of the F distribution respectively. The null
hypothesis that time deposit fluctuations do not
Granger cause GDP fluctuations is rejected. This
gocs against the real business cycle theory model,

whereby the null hypothesis should have becn
accepted in this case. There is also evidence of

reverse causality,, because the null hypothesis that
GDP fluctuations do not Granger cause time
deposit fluctuations is refuted. The null hypoth-
esis is accepted in the case of the null hypothesis
of no causality from demand deposits flucluations
to GDP fluctuations and the other way round, i.¢,
no causality from GDP fluctuations to demand



332

deposits fluctuations. The null hypothesis of no
Granger causality from HPMR to GDP fluctua-
tions is accepted but is rejected in the case of no
Granger causality from GDP flucwations to
HPMR. The null hypothesis is accepted for no
Granger causality from wholesale price fluctua-
tions to GDP fluctations, as well as for no
Granger causality from GDP fluctuations to wpi
fluctuations. However, both the hypotheses are
rejected at 10% level of significance. Thus, in the
case of wholesale prices, there is no clear cut
evidence. In fact the rejection of the null
hypothesis at 10% can be taken as mild evidence
against the real business cycle model.

Table 2 discusses computed Geweke Causal
measures. Forreasons given in the appendix, they
are presented only for the case where the null
hypothesis has been rejected. They are also

presented for WPI -/~> GDP & GDP -/-> WPI.

since both these hypotheses are rejected at 10%
level. Also, on the basis of the Geweke causal
measures, both the null hypotheses can be
strongly rejected.
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TABLE 2.
Causality. Geweke Causal
Direction Measures, -
TDR TO GDP 39.65266
GDP TO TDR 13.34509
DEPMONRTOGDP  —oemee-
GDP TO DEPMONR ~ —eeeeee
HPMRTOGDP oo
GDP TO HPMR 7315818
WPI -/-> GDP 11.22431
GDP -/-> WPT 5260766

Gewcke causal measures indicate the explicit
strengthof causality. It is clear that causality from
TDR to GDP is much stronger than the reverse
causality. Thispoint goes against thereal business
cycle theory model. The fact that there is no
causality from HPMR to GDP isin favour of the
real busingss cycle model. Again, that the cau-
sality from WPI 10 GDP is stronger than the
reverse onecan be interpreted as evidence against
thereal businesscycle model. Ashasbeen pointed
out above, the real business cycle theory model
would predict that wholesale price level does not
matter, that is, the classical dichotomy is com-
plete. The fact thatit matters issimply anevidence
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against the classical dichotomy holding. Real
balances can enter meaningfully only when the
classical dichotomy does not hold completely. In
that sense, the distinct pieces of evidence thatare
presented above are mutually consistent, Granger
causality tests coupled with Geweke causal
measures then, give some evidence against the
real business cycle model as far as Granger
causality from TDR to GDP is concerned. Lack
of Granger causality from DEPMONR to GDP
and from HPMR to GDP is some evidence for real
business cycle model. DEPMONR is too narrow
a magnitude to cause GDP fluctuations. The lack
of causality from GDP fluctuations to DEP-
MONR is more intriguing and stands in need of
atheoretical explanation. HPMR fluctuations are
more in response o GDP fluctuations than the

, other way round. The reasons can be understood

if one looks at the composition of HPMR. The
sourcesof HPMR are 1) Net Reserve Bank claims
on Government, 2) Reserve Bank claims on.
commercial and cooperative banks, 3) Claims on
the National Bank for Agricultural and Rural
Development, 4) Claims on commercial sector,
5) Net foreign exchange assets of RBI, 6) Gov-
ernment’s currency liabilities to the public, and
7) Net monetary liabilities of RBL A
predominantly large part is RBI's claims on
Government, which is hardly likely to influence
the business cycle in any systematic manner in

‘the absence of any conscious business cycle

policy. However, GDP fluctuations in turn, can
easily influence this component. Similar is the
case with net foreign exchange assets of the RBI.
The problem is that there is no systematic anti-
cyclical policy -that is followed by the Reserve
Bank. Since the price level is anticyclical, over
the boom, RBI's claimson the commercial sector
and its-claims on NABARD can increase in
response to the needs of business irrespective of
whether the monetary authorities are targeting the
price level or the interest rates. The fact that
HPMR does not Granger cause GDP fluctuations
simply implies that the RBI does not follow any
systematic business cycle policy. It is doubtful
whether this can be interpreted as evidence
favouring rcal business cycles.



VOL.7NO. 1

In table 3, we discuss the evidence regarding
weak exogeneity of the time series of interest,
Again, the same hypotheses that are alluded to
above viz., 1, 2 and 3 are examined. In table 3

EMPIRICAL TESTS OF THE REAL BUSINESS CYCLE

333

below, marginal processes are written vertically,
whereas conditional processes are written hori-
zontally, Entries in the table indicate whether the
null hypothesis of weak exogeneity is accepted.

TABLE 3.
Marginal Process Conditional Process

TDR DEPMONR HPMR WPL GDP
TDR Yes
DEPMONR No
HPI}/IR \I:Ies
)

)gI];P No Yes No No

Thus, GDP is weakly exogenous with respect
to TDR but TDR is not weakly exogenous for
GDP. This gives some evidence to the real busi-
ness cycle theory model. However, a strict
acceptance of the real business cycle model
requires 1) OQutput is weakly exogenous with
respecttomoney, and b) Money does not Granger
cause output. Since b) is rejected for time
deposits, we do nothave any conclusive evidence
in favour of the real business cycle model.
However, both these hypotheses are accepted in
the case of HPMR. Output fluctuations are weakly
exogenous, and there is no Granger causation
from HPMR to output. HPMR is not weakly
exogenous with respect to .GDP, and GDP
Granger causes HPMR. This bit of evidence
conclusively goes in favour of the real business
cycle model. As far as DEPMONR is concerned,
there seems 0 be no connection either way with
GDP. This cannot be interpreted as evidence in
favour of the real business cycle model. As far as
WPl and GDP are concerned, we find that GDP
is not weakly exogenous, Also, at 10% level of
significance, we found that WPI fluctuations do
Granger cause GDP fluctuations. Thus, 3 a) as
well as 3 b) cannot be accepted directly,

The overallevidenceof this section is somewhat
mixed, but goes largely against the real business
cycle model. It points out that real factors are
indeed responsible for the business cycle, but the

role of time deposits and wholesale price fluc-
tuations in causing business cycles cannot be
completely disregarded.

Conclusion

The empirical results presenied above imply the
following:

1) In the long run, secondary sector output
drives prices as well as money, Money and prices
are output determined in the long run.

2) Over the short run business cycle, there are
two way linkages between real gdp, time deposits
and prices. However, the causality from the
monetary magnitudes to output is much stronger
than the reverse causality. The same holds true
for the wholesale price level over the business
cycle. Thus, over the business cycle, neither
money supply nor the price level is neutral. The
classical dichotomy does not holdinthe shortrun,
The long run story is of course entircly different.
In the long run, money as well as the price level
are ‘output driven’ and Professor Friedman’s
contention that ‘money does not matter’ is
probably valid.

APPENDIX
HODRICK - PRESCOTT FILTER

Suppose we have observations y,......y7 on a non-stationary
time seres {y,)} (Assume for simplicity that the non-
stationarity arises from the trend). Consider the problem of
decomposing this time series into a growth component {g}
and a cyclical component {c,} in such a way that



334

V=&t 6 m

Hodrick and Prescont {1980] propose to approximate {y,}
by a smooth curve. They constrain the smoothness of the
growth component by setting the sum of the squares of its
second differences to be less than some finite number.
Obviously, smaller the number, lower is the possible vari-
ability that can be aurbuted to the wrend. Consider the
following constrained least squares problem:

T T
min Ei(C')+ 7»2:.1[(8.=| -8)

-8y’ L@

S.i.
W=6+8

The first part measures the fit of the curve. Obviously, it is
minimised for y, = g. The second term measures the
smoothness of the series. Tt becornes 2ero when change in g,
is constant for all periods. Hence, the expression is minimised
when g is linear. There is a tradeoff between the first and the
second terms in expression 2 and one must choose what weight
1o give to each. That job is done by an adequate choice of
A+ A =0 scts all the weight to the trend and gives a trend that
always equals the actual series, with the cyclical component
being zero throughout. On the other hand, A near to infinity
would result in alinear trend. A must be set a priori. We have
used A =400. (We have experimented with values of A = 400,
800, 1200 and 1600. Here we have reponted resulis only for
A = 400.) The algorithm for doing the calculations is given in
Danthine and Girardine [1989]. A ratherlow value was chosen
for A so that adequate allowance is made for the variability of
the trend that time series of developing countries like India
are likely to exhibit.

T UNITROOT TESTS

Consider a model
Y=pY, +e  e=N0o) 3)
We would like 10 test whether p = 1. If that is true, the
expression. would be a random walk. However, the simple
OLS regression of y, on y,; would not be correct because,
besides having the problem of a lagged dependent variable,
since under the null hypothesis, a non-stationary process is
involved, the t statistic would not have a limiting normal
distribution [See Charemza and Deadman, 1992]. Consider a
modification of 3,

Ay, =(p- I)YM +e, @
where Ais the first difference operator. p = 1 corresponds to
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(p— 1)=0. Onthe other hand, p < limplies the valueof p—1
fess than zero. In the regression (4), the null hypothesis that
(p— 1) =0 can be tested by computing the standard student’s
tstatistic and comparing it with the statistical tables presented
in Fuller [1976]) and Dickey and Fuller [1981]. (Z; statistic in
those tables.)

If a trend is deterministic trend is involved,

AY,=(p=1)y,, +ot+e &)
is the form of the regression, and the null hypothesis of no
trend now corresponds to the joint hypothesis of (p~ 1)=0
and onot equal to zero which is testing for the simultaneous
absence of a stochastic trend and the existence of a deter-
ministic trend. Since more than one parameters are involved,
an appropriate test is the Lagrange multiplier test, discussed
in Dickey and Fuller {1981}, It is possible that the error terms
in (4) and (5) have significant autocorrelation. In that case,
the OLS estimated from (4) and (5) would not be ‘relevant.
Dickey and Fuller [1981} suggest using lagged left hand side
variables 10 correct for autocorrelation. The resulting test is
called the augmented Dickey-Fuller test. The critical values
are the same as those for (4) and (5).

However, these tests are sensitive to heteroscedasticity in
the errortem. In such a situation, Phillips and Perron [1988]
have suggested transforms of Dickey-Fuller statistics to take
care of the problem. Let (p—1)=f (computed regression
value of (p-1) in (6)). Then, Phillips® Z, statistic can be
obtained as: :

a)Y,=a+BY, +e, ©)
From &, d;fine,
T
f=1TLE )
T x T
g= 1rr):lef+ 2%Lw, Zlé,él__
t=] 2=| =+
where w, = 1 - s/(k+1) (8)
b) Now work out
12(ss—sD)
Zn = T(B_ 1 _T__F_S.!_s'_
) 1 _o
209
V2(s =D/,
©)

L: [sn/sl]lﬁ- n ’;‘_laé(y'_-);)z

where t is the student’s t statistic for testing the hypothesis
B= 1in equation 6. The limiting distribution of Z,and Z, are
the same as those in Fuller {1976},
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I GRANGER CAUSALITY TESTS

Various papers have investigated the subject of Granger
causality. (For an excellent discussion, see Nachane [1991]).
Normally, the following tests are common in the literature:
1) Granger's [1969] test. (GR).

2) Sim's modified [1974] test. (MS).
3) Geweke [1982a] test. (GW).

By now, GR and MS are standard knowledge and hence
will not be discussed here. The interested reader can see
Nachane {1991] or Jadhav and Joshi {1993]. The GW test is
comparatively newer. Consider two covariance stationary
time series {x,} and {y,}. Suppose the null hypothesis being
tested is ‘y does not cause x’. In the standard GR test, the
following two regressions are firsi executed:

n= “f—;' OX ity 10y

n=Emit Loyt a2

Let 31 and s2 be the estimated variances of u, and u,. The
estimated Geweke measure of causal dependence from y tox
is defined as:
Fy-x=In(s11/]s2) a3
This measure possesses several important properties:

1) This measure gives an explicit quantitative indication of
the strength of causality . The other tests do not posses this
feature.

2) The measure is non-negative and invariant with respect to
separate invertible lag operations on {x,} and {y,}.

Geweke [1982b] establishes the equivalence of the above
mentioned null hypothesis with the true feedback measure
being equal to zero. If there are n observations, the statistic
al(.) is distributed asymptotically x*(klq) where k and 1 are
the dimensions of {x,} and {y,} above.

All these tests are theoretically identical under some mild
assumptions. However, the finite sample propenies of these
tests aremuch less understood. The GR test is slightly superior
1o the MS test. It is also superior to the GW test [Nachane
1991}. In view of these findings, we have reported only the
results of the GR test and also the results of the GW test,
because the GW test gives an explicit indication of the strength
of causality, which is not provided by the other tests.
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DOCUMENTATION

The purpose of this section is to make available to the
readers official documents such as reports of commit-
tees, commissions, working groups, task forces, etc.,
appointed by various ministries, departments, and
agencies of central and state governments which are not
readily accessible either because they are old, orbecause
of the usual problems of acquiring governmental pub-
lications, or because they were printed but not published,
or because they were not printed and remained in
mimeographed form. It will be difficult 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.

In the present section we publish:
Report of the Indian Economic Enquiry

Committee, 1925, Vol. I - (Chairman, Sir M.
Visvesvaraya)



INDIAN ECONOMIC ENQUIRY COMMITTEE, 1925
REPORT

CHAPTER 1
INTRODUCTORY

Origin of the Committee

On the 4th of February 1924, the Council of
State passed a Resolution on the subject of an
enquiry into the economic condition of the pcople
of British India in the following form:-

"That this Council rccommends 10 the
Governor-General in Council that the Local
Governments may be consulted with regard to
the desirability of undertaking an inquiry into
the general economic conditions of British India
and whether they are preparcd to support the
proposal to appoint a Committec and (0 co-
operate in its labours if appointed.”

Lateron,on the 22nd September of the same year,
the Legislative Assembly adopted a Resolution
on the same subject which read as follows:

"This  Asscmbly recommends to the
Governor-Gengeral in Council that he be pleased
immediately to dissolve the present Taxation
Inquiry Committce and appoint, instead, a
Committee of non-officials and experts, in
consultation with the leaders of the parties in
the Legislative Assembly, to institute a thor-
ough inquiry into and report on the following
matters (with power to them to make an ad
interim report):

(1) The economic condition of the various
classes of the people of India;

(2) Their income per head;

(3) Their capacity to bear the existing burden of
taxation (including land revenue);

(4) The general resources of the country;

(5) The manner in which the burden of taxation
isdistributed at present between the different
classes of the population;

(6) Whether the whole scheme of taxation -
Central, Provincial and Local - is equitable,
andin accordance with economic principles;
if not, in which respects it is defective;

(7) The suitability of alternative sources of
laxation withoutincreasing the present level;

(8) The machinery required for the imposition,
asscssment and collection of taxes, old and
new;

(9) The general financial and economic effects
of the proposals.”

Constitution of Committee and Terms of Ref-
erence

2. After wking these recommendations into
consideration, the Government of India, with the
approval of the Secretary of State, announced the
appointment of the Indian Economic Enquiry
Commitice in Finance Department Resolution
No. 655-F, dated the 22nd January 1925. The
subjects given to us for investigation are
embodied in the following terms of reference set
out in paragraph 2 of the Resolution:-

"To examine the material at present available
for framing an estimate of the economic con-
dition of the various classes of the people of
British India; to report on its adequacy; and to
make recommendations as 10 the best manner
in which it may be supplemented, and as to the
lines on which a general economic survey
should be carried out, with an estimate of the
expenditure involved in giving effect to such
recommendations.”

3. Preliminary Work

The Committee assembled in Delhi on 7th
February 1925 and proceeded with the prelimi-
nary work of recruiting the office and research
staff, and collecting the official publications,
books and other material required. Arrangements
were made simullaneously through the Finance
Department of the Government of India toobtain,
fromthe Dominionsandcertain foreigncountries,
some selected books and other publications
needed for the enquiry. The Committee experi-
enced some difficulty at first in securing the
services of trained research assistants, and it was
nottill the first week of March that the candidates
selected were able to enter upon their duties.
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4. The Questionnaire and Examination
of Witnesses

While the work of collecting and examining the
available material was in progress, it was decided
to issue a questionnaire and to undertake a tour

round the principal provinces with the object, on .

the one hand, of recording the oral evidence of
witnesses residing in those areas, and, on the
other, of consulting the representatives of the
Local Governments, wherever possible, on the
subjects entrusted to us for investigation. The
questionnaire, which is printed at the beginning
of volume II of this report, was issued in print on
1st April and altogether 622 copies were dis-
tributed. Written statements in reply to the
questionnaire were furnished by 106 persons, of
whom 60 were officials and 46 non-officials. The
total number of witnesses who gave oral evidence
was 81, of whom 45 were officials and 36 non-
officials.

Before proceeding on tour, the Committee met
in Delhi several representative members of the
Council of State and the Legislative Assembly,
who had specialised, or were known to take
interest, in economic questions, and conferred
with them on various points arising out of the
terms of reference. Some eighteen membersinall,
both European and Indian, attended these con-
ferences.

5. Work Done on Tour

The Committee commenced their tour on the
6th of April 1925 and visited six major provinces
as indicated in the following itinerary. The
number of witnesses examined orally is noted
against each centre,

Name of Arrival Departure Number of
centre witnesses
examined.
Allahabad 6th April Oth April 7
Calcuta 10th April  17th April 17
Rangoon 20th April  24th April 16
Madras 2Nh April 1st May 14
Poona 3rd May Tth May 17
Bombay 8th May 10th May .
Simla 12th May 10
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Witnesses from the Bengal Presidency as well
as from Bihar and Orissa and Assam were
examined in Calcutta. At Poona, we took the
evidence of witnesses from the Bombay Pres-
idency as well as of those from the Central
Provinces. During the return journey we halted in
Bombay for a couple of days to consult certain
leading economists and business men, some of
whom had not been previously examined as
witnesses. The Punjab witnesses and some
experts of the Government of India Departments
were examined at Simla on the conclusion of our
tour. We had opportunities of conferring with the
officers of the Governments of Burma, Bombay
and the Punjab in regard to questions of organi-
sationand the costof an economic survey for their
respective provinces. It was originally intended
toexamine the representatives of the Government
of the United Provinces in the course of our tour,
but as that Government had arranged to move to
the hills just before our visit, the officers con-
cerned were unable to meet us at Allahabad. The

‘United Provinces Government, however, kindly

suggested that we should pay a visit to Naini Tal
for the purpose, but the time at our disposal being
limited it was not found possible to comply with
the suggestion, and as the officers were unable to
meet us at Simla, their opinions were obtained in
writing, .

6. Acknowledgements

We are indebted to the Finance Department of
the Government of India for various facilities
atforded tousand for the supply of a large number
of reports and official publications, some of which
were obtained from the British Dominions and
foreign countrics. We desire to express our
obligations to the Local Governments for the help
and facilities afforded in respect of accommo-
dation and otherrequirements during our visits to
the various centres. The acknowledgementsofthe
Commiittee are also due to the gentlemen, both
officials and non-officials, who, at the expense of
much time and labour, favoured us with written
memoranda or gave oral evidence in the course
of this enquiry.

We regret that on account of fundamental dif-
ferences of opinion we have not had the benefit
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of the co-operation of our colleague, Mr. A, R.
Bumelt-Hurst inthe preparation of this report. We
desire however to place on record our high
appreciation of his services as Secretary to this
Commitiee. The office and research staffs have
also worked to our entire satisfaction.

CHAPTER II _
OBJECT OF AN ECONOMIC SURVEY
7. Desire for an Enquiry

The object for which this Committee was con-
stituted has sometimes been 'misunderstood.
Although the nameofthe Committeeis associated
with the term "Economic Enquiry” we have no
concern with any actual investigation into the
economic condition of the people. Our task, under
the terms of reference, is limited to the framing
of a scheme of economic survey after examining
the adequacy or otherwise of the material already
available. The idea of an economic survey is of
foreign origin and of comparatively recent growth
in India. The matters to be dealt within the course
of suchasurvey are partly technical and the public
in this country are unfamiliar with the body of
scientific facts which bear upon the issue. It may
therefore not be out of place to preface thisreport
with abrief explanation of the meaning and object
of, and the processes involved in, an economic
survey.,

8. The economic condition of the people of this
country has been the subject of frequent active
controversy and dispute. Although the contro-
versial spirit underlying the discussions has in a
mild way extended also to the present enquiry,
the evidence given before the committee and the
opinions ventilated in the press leave no doubt
that the public and a majority of the officials are
in sympathy with the objects associated with an
economic survey, If there has been any hesitation
on the part of some of the witnesses to advocate
a survey, it was due either to a mistaken belief
that sufficient material already existed to enable
remedial measures to be undertaken in regard to
the country’s economic deficiencies, or it was
based on a vague notion that the expenditure
which the survey would involve might not bring
results of any immediate value, But it has been
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made abundantly clear in the course of our tour
that there is a widespread desire in the country for

-an economic enquiry.

9. Value of a Survey

As regards the main purpose and permanent
value of an economic survey, we cannot do better
than invite attention to the estimation in which
investigations falling within the scope of such a
survey are held outside India. Speaking of the
Empire Statistics Conference which sat in Janu-
ary and February 1921, the London Times said:

"In Germany before the war the Statistical
Bureaux were ceaselessly employed in working
on everything that illuminates the future of the
German people; and in the era which is now
opening there can be little doubt that the nation
which studies the driftof events asitis revealed
by the statistical analysis will be infinitely better
equipped to take advantage of its opportunities
than another which perhaps trusts only to the
methods of empiricism.” ’

A Commission appointed in 1912 to examine
and report upon the official statistics of Canada
remarked that there had been no general answer'
to the question: What are the phenomena
requiring the scientific measurements supplied by
statistics, if Canadian national development is to
proceed to the best advantage? It went on to say:
"Lack of unity and co-ordination prevents true
comparisons between Canada and other coun-
tries. The recent growth of international inter-
course has rendered such comparisons more than
ever necessary, and they have become
indispensable tothe national progressof Canada."
Again the Official Year Book of the same
Dominion for 1922-23 states: "Statistics are not
merely a record of what has been, but are for use
in planning what shall be; it is the duty of a
statistical bureau to assist directly in the day to
day problems of administration as well as to
provide their theoretic background, One of the
most significant or recent developments in
administration is the extent to which statistical
organisation has been increased as a guide to
national policy,"
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Mr. R. H. Coats, the present Dominion Statis-
tician of Canada writes: "Our problems will to a
new degree involve our relations with other
countries with whose statistical data it is most
important that our own should range in scope and
quality." The same writer says in another con-
nection: "Organised coordinated effort is essen-
tial to the progress of the administrative
equipment of the country, and the statistics are
the corner-stone - the basic organisation without
which the endeavour to meet new situations will
be seriously handicapped.” Again Mr. G. H.
Knibbs, formerly the Commonwealth Statistician
of Australia, in a paper read before the British
Royal Statistical Society in January 1920, said:
"A Depariment whose duty it is to keep the
Government, publicists, and the economists and
the nation generally,informed as to the movement

of everyimportant activity in it, and of population’

facts, is of obvious value if intelligent direction
is to be given to national affairs, or an intclligent
study of them is to be made possible. To a large
extent existing statistics are a side product of
various government or other departments pro-
duced mainly asa sort of public advertisement of
their activity or for departmental use, each acting
onits owninitiative, the whole uncoordinated and
often without appropriate technical direction."

These observations apply mutatis mutandis 1o
the conditions of British India. Surveys in various
forms are now a regular feature of the adminis-
trative activities of the self-governing Dominions
within the Empire, and in India too, the time has
arrived when a survey should be regarded as an
indispensable preliminary to the formulation of
economic policies and the treatment of many of
the larger problems that arise in connection with
the economic development of the country.

10. Economic Deficiencies

Evidence was adduced before us to emphasise
the fact that the people’s traditions and habits
were anti-economic. Itissaid that they spend their
small savings extravagantly on marriages and
litigation, or invest them in unproductive hoards
or in the shape of jewellery or omaments. Over
92 per cent of the population is illiterate. The
average expectation of life is extremely low and
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the death rate high. The average income and the
standards of living are both stated to be so
inadequate that according to the official publi-
cation "India in 1923-24", "a very large propor-
tion of the inhabitants are beset with poverty of a
kind which finds no parallel in western lands." It
is feared that the progress of productive industries
or agricultural methods has notkept pace with the
increase of the population or the higher standards
of living necessitated by world conditions. An
expert witness - an American - told us at Alla-
habad that the crop yields of the country were
about the lowest of any civilised country he knew
of. The holdings are in many places minutely
subdivided. It is alleged by some that the food
supply is insufficient. The losses of cattle due to
scarcity and disease arc heavy and frequent. The
unproductive debt of the pcasantsof British India
including Burma is cstimated by Mr. M. L.
Darling, 1.C.S., of the Punjab, at Rs 600 crores.
There is a large store of cheap and docile labour
and in many parts of the country chronic under-
employment is a marked characteristic of every
day rural life. Several witnesses have urged that
unemployment among the lower middle classes
is causing much distress.

Where so many deficiencies exist, who can say
that an economic survey comes 100 early or that
itisnotcalled for? The problem before the country
is how to provide employment for a growing
population and avert poverty and distress. There
are defects in the outlook of the people and defects
in the economic structure of the country and both
these demand comprehensive treatment by the
latest and most approved methods.

11. Economic Problems

The primary purpose of an economic survey is
to collect and compile facts and statistical data
relating to the economic condition of the people
and itis too well known to need any emphasis that
numerous problems concerning the material
well-being of the people of Biitish India are
to-day awaiting trcatment under the guidancebest
supplied by an economic survey. The resulls of
such a survey should, among other things, lead to
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the adoption of measures for increasing produc-
tion and wealth: measures, such as, the indus-
trialisation of agriculture, the development of
industries and trade, the redistribution of
population according to the fertility of the various
tracts, increasing the efficiency of labour, and
callingin the aid of machinery, science and capital
for developing the country’s vast resources and
organising its stupendous man power.

CHAPTER ILI
TESTS OF ECONOMIC CONDITION
12. Main Heads of Enquiry

The term ‘economic condition’ has a wide
significance. It may include purely economic
tests, such as, income and cost of living or such
factors as trade or transportation which are indi-
rect measures of economic activities; or it may
also embrace socio-economic factors, such as,
education, expectation of life, labour conditions,
movement of the population, etc. In our ques-
tionnaire, a suggestion was thrown out that an
enquiry into the economic condition of the people
should embrace - Production, Wages, Income,
Cost of Living, Wealth, and Indebtedness.

At the same time we invited opinions as to
whether any additions were necessary. Barring a
few who were opposed to an economic enquiry
in any shape or form and a few others who
suggested the omission of one or more of the tests
just mentioned, the witnesses were generally in
favout of the enquiries suggested in the ques-
tionnaire. Some of them wanted various additions
made to the suggested enquiries, but those were
outside the scope of our terms of reference.

After givirg careful consideration to the opin-
ions received, we have come to the conclusion
that “apart from such subjecis as trade,
communications, finance, etc., for which fairly
satisfactory statistics are now maintained, an
enquiry into the economic condition of the people
should fall under two main heads, viz., ‘

_(1) Tests applicable to a province or the country
as a whole: '

Production, national income and national
wealth.
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(2) Tests applicable toclasses of people or local
areas:

Individualincome, individual wealth, collective
wealth, cost of living, wages and prices,
indebtedness, elc.

13. Technique of Measurement.

After making allowances for differences in
conditions, statistics scrve as a technique for
measuring the comparative well-being of nations,
communities, or social groups as distinguished
from households or individuals, "Proposals for
progress in modern civilization and solutions of
its problems,” says Sir Josiah Stamp, "depend to
an increasing extent upon the methods of
extraction or statistical science as distinct from
statistical arithmetic in those fields where precise
measurement or enumeration is not possible."

Itshould be noted that all the goods and services
implied in the estimates of production, income or
wealth are measured by a price. From a technical
point of view, itisonly when a price can be fixed
that the income or assets of an individual or
community become eligible for consideration in
the economic regime. :

14. Production

Views as to what constitute appropriate data to
measure the economic condition of the people
differ widely, but itis generally admitted that the
production of material utilities in adefinite period
of time, usually one year, is an important test, for
it is production which forms the basis of the
sustenance and comfort of the people. Whether
for classes, tracts, or provinces or for the country
as a whole, the determination of the annual
resources which are made available for con-
sumption either locally or abroad, appears to be
of primary importance,

Production means the money value of the goods
or articles produced in a year. As thus defined, it
forms a part of the year’s income. The term
‘production’ is used in this connection in its
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popular acceptation, i.c., as including such pro-
cesses as the growing of crops, extraction of
minerals, capture of fish, conversion of water into
electrical current, manufacturing, etc., - in eco-
nomic phrase, the creation of ‘form utilities’ *
We have notincluded in the definition of the term
‘production’ the various aclivities comprised
under transportation, exchange of goods, elc., nor
those under other ‘service utilities’ although both
these are, in a strictly economic sense, no less
‘productive’. In this report, therefore, production

will be interpreted to mean the aggregate money

value of the produce, in a year, mainly from
agriculture, pasture and dairy farming, forests,
fisheries, mining and manufactures.

An idea may be formed of the rclation between
‘production’ regarded as ‘form utilities’ and
‘national income’ which includes also ‘service
utilities” from the fact that arough estimate of the
national income of Canada in 1920 putthe relative
values of ‘production’ and ‘service utilities’
comprising it, at two-thirds and one-third,
respectively, in proportion to the total number of
persons usefully and gainfully employed in the
respective occupations.

15. Income

"The two measures of material well-being” says
Mr. G. H. Knibbs, formerly the Commonwealth
Statistician of Australia "are income and wealth".
The distribution ofincome and wealth isof special

value. Consumption in itsrelation tosavingisalso |

treated as one of the main tests. The meanings
attached to these terms differ according to the
circumstances of their use and are not always on
a uniform basis.
"Income”,according to Dr. C. J. Bullock, "isthe
chief test of the taxpayer’s ability". For purposcs
-of taxation, "itis without doubt superior to either
consumption or wealth.” The term ‘income’ may
be considered either from the point of view of
individual income or national income, the term
‘national’ being interpretcd to apply lo the

* The Canada Year Book 1922-23, page 216.
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country as a whole or to any defined adminis-
trative or geographical area. National income is
defined as "the aggregate money expression of
those goods produced, and services performed,
by the inhabitants of the country in a year, which
are as a fact, generally exchanged for money". **

Individual income is the share of the price set
on our products and scrvices under the different
names of wages, house rents, farm rents, inlerests,
or profits, or the sale of production, etc.***

16. Wealth

Wealth is the name given 10 the total stock of
goods and services which are in a person’s pos-
session as a result of his total accumulations 10
date. In cconomic parlance, wealth does not mean
great riches only. "To the economist, the poor
man’sdwellingand the richman’s palace are alike
wealth since they satisfy economic wants." The
term ‘wealth’ like income, comes up for consid-
eration cither from the point of view of national
wealth or of privaie wealth, the former being the
aggregate of wealth of the individual citizens of
the state as well as the corporate or communal
wealth represented by such assets as national
railwaysand municipal water works, The national
wealth of a country is "the value of the objects
found within its boundaries including the wealth
ofits inhabitants".* Approximate estimates of the
national wealth comprising both public wealth
and private wealth are prepared by various
methods but chiefly by what is known as the
"inventory mcthod”.

17. Other Tests

Of the remaining testsone of the mostimportant
is cost of living. The cost of living is usually
ascertained from family budgets or by a house 10
house canvass. The costchangesat short intervals
with the prices of food, clothing and rent. The
percentage of income expended by a family on

** Sir Josiah Stamp's "Wealth and Taxable Capacity”, page 40.

*#** Gide's Political Lconomy, page 455,

* Sir Josiah Stamp's "Wealth and Taxable Capacity”, page 7.
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subsistence is an index of its maierial prosperity.
The difference between income and cost of living
represents the saving of the family, or the accu-
mulation of capital or wealth. There is atendency
among modern nations to fix a standard of living
to cnable a worker and his family to subsist in
health and comf{ort and to expect his employer to
pay a wage sufficicnt to maintain that standard.
Enquiries regarding indebledness would be
nccessary in provinces where the peasant pop-
ulation is heavily involved in debt. Other heads
of enquiry which rcadily suggest themselves for
Indian conditions are unemployment, under-
employment, fragmentation of holdings, etc. As
explained already, there will at all times be
numerous questions of alocal or special character
in regard to some phase or other of the economic
condition of the people requiring investigation
with a view to the adoption of remedial measures.

18. Uses of Estimates of Naiional Wealth and
Income

Among the uses 1o which, according to Sir
Josiah Stamp, estimates of national wealth and
income may be put are (1) tests of the country’s
progress by way of comparisons between differ-
ent years to show the accumulation of capital, (2)
tests of the distribution of wealth among the
different classes of population, (3) tests of the
relative ‘prosperity’ or resources of different
nations or communities either as a whole or per
head of the population, and in relation to their

- national debt, and (4) comparison of income with
capital and property.

In the treatment of questions of taxation it will
‘be necessary to prepare estimates of income as
well as of private wealth and the distribution of
such income and wealth. .

Literature relating to the estimates of national
wealth and income is readily available in Great
Britain and the methods and data for that country
are better known and understood than those for
other countries** In the United States of
America, periodical estimates of the wealth of the
country are officially published by the Census
Bureau. Taxes are collected in the States mainly
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onthe basis of wealth, Rough estimates of income
and wealth are published for Canada, Australia
and New Zealand. Itis time that a beginning was
made to prepare such estimates also for British
India.

CHAPTER IV
EXAMINATION OF MATERIAL AVAILABLE
STATISTICS GENERAL

19. The first part of the terms of reference in the
Government Resolution appointing this Com-
mittee asks us "to examine the material at present
available for framing an estimate of the economic
condition of the various classes of the pecople of
British India, to report on its adequacy and to
make recommendations as to the best manner in
which it may be supplemented”.

20.Data Collected in the Dominions andForeign
Countries

The adequacy or othcrwise of the existing
material may be best judged in the light of the
statistical data bearing on economic conditions,
usually collected in the Dominions and foreign
countrics. The subject being new to India, we
must be guided by international standards in this
respect or by standards adopted in countries
where the collection of economic statistics has
made appreciable advance.

The nature of the statistical information avail-
able in the Dominions and foreign countries and
the methods of collecting the data in those
countriés are outlined in Appendix I of this report.
We may briefly mention here that statistics of
production in all its branches are more or less
complete in most of the advanced countries of the
west. The income tax and wage statistics which
are published in considerable detail give, between
them, a fairly good idea of the income of the
population. In several cases, estimates of the
national or private wealth are also available. Cost
of living index numbers are invariably prepared
in all the Dominions. No figures of indebtedness
of individuals or classes are published, presum-
ably because individual indebtedness is not a
prominent characteristic of the population of

** Paper read by Sir Josiah Stamp before the Royal Statistical Society in 1919,
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those countrics. Statistics relating to trade,
transport, finance, population, and other allied
subjects of economicinterest are usually very full.

21. Material Available in British India

The Statistical Abstract for British India and the
other publications dctailed in Appendix 2
show thata mass of statistical material is collccted
in this country on a variety of subjects. Some of
these subjects, such as, justice, police and prisons,
wild animals, pilgrims, medico-legal investiga-
tions, lunatic asylums, merchandise marks,
meteorology, and patents and designs though
indirectly affecting the well-being of the people
are, strictly speaking, not of economic signifi-
cance and the material relating to these need not
be examined by us.
22.We give below a list of the remaining subjects
on which statistics are now collected generally by
the departments concerncd and published in
varying degrees of detail:-

Area, agriculture (tenures, crops, etc.), irriga-
tion, live-stock, foresis, fisheries, minerals,
number of factories and detailsof some large scale
-industries, prices, wages, registration (including
land transfer), finance (including income tax,
coinage and currency, banks), co-operative
societies, joint stock companies, life insurance
companies, production of opium and salt, pop-
ulation, trade (foreign and inland), transport and
communications (including posts, telegraphs,
telephones and shipping), vital statistics and
migration, municipalities, district and local
boards and education.

23. Besides the general statistics mentioned
above, local and special enquirics have been
conducted from time to time concerning cottage
industries, indebtedness, fragmentation of hold-
ings, family budgets, general condition of vil-
lages, milk supply of certain towns, conditions of
labour including housing, cost of living, etc.,
mostly by private individuals and occasionally
also by official agencies. Many University Pro-
fessors of Economics have carricd out intensive
studies of villages with the help of their college
students. Such studies arc being taken up in
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increasing numbers by Professors of Economics
in most Universities and Colleges which have
faculties or courses in Economics. Some non-
official societies, such as the Chanakya Society
of Paina, have taken itupon themselves to collect
and publish family budgets; and private individ-
uals, of whom Mrs. Caleb is a notable example,
have interested themseclves in the family budgets
of particular classes. The Bombay Labour Office
has collected uscful information regarding the
condition of the labour classes and the depart-
ments of Co-operative Credit are devoting their
attention tothe investigation of problemsrelating
1o agricultural classcs, such as, indebtedness,
fragmentation of holdings, etc. A Board of Eco-
nomic Enquiry has beenestablishedinthe Punjab,
divided into rural and urban sections, The rural
section particularly is having investigations made
by paid investigators in villages under the
supervision of the Registrar, Co-operative Credit
Societies. A greatdeal of information iscontained
in the reports prepared by setlement officers and
particularly in the settlement reports of Burma
which are & mine of information relating to the
economic condition of the pcople.

24. A mass impression of the general economic
condition of the people of British Indiaisderived
principally from the reports of the dccennial
population censuses and the statistics annually
published by the Government of India in varying
degrees of completeness. It is from these reposts
that British and foreign ex perts have made shrewd.
guesses at the income and wealth of the people of
this country, The production statistics are decid-
edly incomplete, but some details are available
which have enabled an idea, howsoeverrough, to
be formed of the per capita production. The
external trade statistics are very complete and
give a clear conception of the balance of trade
from year to year, The statistics of communica-
tions indicate the extent of transport facilities
available for the business of the country and the
budget gives the magnitude of the financial
operations of the Government. The education,
population, and vital statistics give glimpses into
other phases of the cconomic life of the people.
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25. Classification of Material

For the purpose of determining in what respects
the statistical data available are deficient from an
economic point of view, the subject may be
considered under the following three . main
classes:-

I. General Statistics other than production,
comprising:- Finance, Population, Trade,
Transport and Communications, Educa-
tion, Vital Statistics and Migration.

II. Statistics of production, including:- Agri-
culture, Pasture and Dairy Farming,
Forests, Fisheries, Minerals, Large Scale
Industries, Cottage and Small Scale

Industries.
IIl. Estimates of Income, Wealth, etc.:-
Income, Wealth, Cost of Living,

Indebtedness, Wages and Prices.

The statistics falling under class I are more or
lesscomplete; those under class Il are satisfactory
insome respects but incomplete ortotally wanting
in others; while as regards estimates of income,
wealth, etc., class III, no satisfactory attempt has
been made in British India tocollect the necessary
material on a comprehensive scale.

The condition of general statistics under class |
will be commented upon in the remaining portion
of this chapter and the subjects coming under
classes IT and III in the two subsequent chapters.
We shall, in dealing with each subject, snggest
how the existing material may be supplemented,
where it is incomplete or defective, or how the
required information may be collected where
none is available at present.

STATISTICS GENERAL

26. Finance

Besides the Budgets and Financial statements
of the Central and Provincial Governments, there
are special departmental publications, in each
province, relating to the administration of land
revenue, salt, customs, income tax, excise,
slamps, registration, forests and opium, the last in
the United Provinces and Bihar and Orissa only.
These publications give sufficient indication of
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the financial aspects of the administration,
including public debt. Detailed information is
available in the civil and army estimates, in the
departmental estimates, and in the "Finance and
Revenue Accounts”, published by the Auditor
General. Regarding currency and coinage, the
annual "Report on the Operation of the Currency
Department” and "The Report on the Adminis-
tration of Mints" give the imports and exports of .
gold and silver,amount coined, old coins received
forrecoinage, numberand value of currency notes
of each denomination in circulation, composition
of the paper currency reserves, securities created,
notes held in Government treasuries, €ic.

Information about local finance can be had from
the financial statements of municipalitics and
local boards, summarised statements whereof are
givenin the "Statistical Abstract" already referred
10.

Other information relating to public or private
finance is given inthe "Statistics relating to Banks
in India" and "Reports of the Co-operative Soci-
eties". Statistics relating to Post Office Savings
Banks will be found in the "Report of the Posts
and Telegraphs Department”, those relating to the
paid-up capital of companies are given in the
“Report of Joint Stock Companies”, and those
pertaining to life assurance companies appear in
the "Statistical Abstract”. We think the report of
Joint Stock Companies should contain informa-
tion regarding the dividends declared. The figures
are published from time to time in the Calcutta
Weekly Journals, the "Capital” and the "Com-
merce”. We are also of opinion that statistics
relating to insurance companies, for purposes
other than life insurance, should be included in
the Statistical Abstract.

27. Population

The statistical publications relating to the
decennial censuses of population in India leave
little to be desired. Statistics relating to territorial
distribution, migration, age, sex, civil condition,
caste, tribe or race, religion, language, occupa-
tion, literacy and infirmities, are discussed in
great detail; and at the last census, a chapter on
the.economic condition of the people was added
to the Census Reports for Bombay, Assam and
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Baluchistan in the shape of an analysis of family
budgets. An industrial census was held in 1911
and again in 1921 along with the population
census, in the course of which the number of
factories of each kind and the number of opera-
tives employed were recorded. The economic
value of the statistics of population and of the
indications they give of the various aspects of the
social life of the people is very considerable. The
growth, decline and movement of the population,
the variation in occupational distribution, the
increase of literacy, the distribution of the pop-
ulation in life periods and the duration of life are
all phenomena which demonstrate the material
and physical progress of the people; while sta-
tistics relating to sex, civil condition, language
and religion afford tests of other phases of their
economic welfare,

28. Trade - Foreign, Sea-borne

The statistics relating to foreign trade are
exceptionally good. Information as to the sea-
borne trade is available in the annual "Statement
of the Sea-borne Trade and Navigation of India",
and in the monthly and annual " Accounts relating
to the Sea-borne Trade and Navigation of India".
These publications give the quantity and value of
every article (including treasure and Government
stores) exported, imported and re-exported,
specifying the details of trade with each country.
All the maritime provinces (except Bihar and
Orissa) have their separate annual reports.

29, Overland

Just as the maritime provinces have their sep-
arate sea-borne trade reports, so have the prov-
inces adjoining the land frontier (viz., Sind and
British Baluchistan, the North-West Frontier
Province, the Punjab, the United Provinces, Bihar
and Orissa, Bengal, Assam and Burma), their
annual reports relating 1o the external land trade.
There is also an all-India monthly publication
called " Accounts relating to the Trade by land of
British India”. The annual "Review of the Trade
of India" givesin a very lucid and concise manner
all the necessary information relating to the
country’s foreign trade, including the export and

INDIAN ECONOMIC ENQUIRY COMMITTEE

347

import prices. So far as external land trade is
concerned, our information is that the arrange-
ments for the collection of primary data are
defective, but we understand that steps are being
taken to record land frontier statistics more cor-
rectly from the next year.

30. Internal Trade, Rail and River Borne

We find that one of the effects of the recom-
mendations of the Inchcape Committee has been
to discontinue, almost entirely, the collection of
figures of internal trade. Before the retrenchment,
the Department of Statistics used to publish
annually the "Inland Trade (Rail and River borne)
of India" and all the provinces used to issue
similar publications. These gave the import and
export trade in staple articles of each of'the five
or six blocks into which every province was
divided; and the imports and exports of eighteen
bigger blocks forming the trade divisions of India
as a whole. The figures related to quantity only;.
the figures of value, given in a few cases, were
admitiedly very rough. Even these publications
have now been discontinued, except in one or two
provinces. But the internal trade statisticslose the
greater part of their usefulness, if they are not
collected in every province.

The internal trade returns, when they were being
issued, were by no means satisfactory. The trade
within a block was not recorded, there was
obvious evasion on railways, and trade by road,
which is not negligible, was not taken into
account. Nevertheless the discontinuance of the
publication has removed a very important check
on provincial figures of production.

We think the publication of internal trade
returns should be revived and brought into line
with the more up-to-date statistics of countries
like the United States of America.

31. Coasting Trade

The publicationrelating to the annual "Coasting
Trade and Navigation of India", which used to
give the quantity and value of imports into, and
exports from, the ports of British India and the
Indian States, and the shipping engaged in such
trade, has also been discontinued, as a measure of
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retrenchment. The gaps caused are, however, nol
serious, because the necessary information will,
we understand, be published either in the monthly
"Sca-borne Trade Accounts” or in the annual
"Review of Trade".

32. Transport and Communications

The statistics included under the head "Trans-
port and Communications" may be divided into
(a) railways, (b) shipping, (c) other transport, {(d)
roads and navigable canals, and (¢) posts, tele-
graphs and telephones.

33. Railways

The report entitled "The Railways in India®,
issued annually in two volumes by the Railway
Board, is a comprehensive publication. The sec-
ond volume dealing with statistics gives detailed
and complete information, in relation to every
railway system, about mileage open for traffic,
capital outlay, gross carnings, working expenses
and net earnings, stalf, accidents, rolling stock,
passenger and goods traffic and earnings there-
from; total mileage covered by passenger, mixed
and goods trains, and other figures. In view of the
fact that the inland trade publications have been
discontinued, the information published in this
volume, relating to the quantity of the principal
commodities carried, differentiating between
quantities booked on the railway system or on
foreign railways is of some use.

The statistics which were criticised by the
Retrenchment Committee as not being compiled
on a standard basis have since been improved by
the Railway Board.

34. Shipping

There is no separate publication in India on
shipping, but the sea-borne trade statistics men-
tioned above contain detailed information about
the number and tonnage of sieam and sailing
vessels, which cnler into and clear from the
different ports of British India during the year,
their nationalitics and the countries of origin and
destination. Information regarding the total
shipping of each port and the number and tonnage
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of vessels built or registered in India is also
available,

The number of tonnage of vessels (distin-
guished by nationalities) engaged in the coasting
trade of India used to be given in the publication
known as "Coasting Trade and Navigation of
India"; but this publication, as already explained,
has been discontinued. The figures will, however,
be included hereafter in the monthly "Sea-borne
Trade and Navigation Accounts". We think that
figures as to the crew employed, especially on
ships plying in coastal waters, should also be
published.

35. Other Transport

A census of carts is taken along with the cattle
census. But no information is available about
other vehicles particularly motor transport or
boats. Complete figures of motor and all other
forms of transport including boats should, we
think, be collected and published.

36. Roads and Navigable Canals

The reports of the Public Works Department
(including the Irrigation Branch) of the various
provinces give figures of the length of metalled
and un-metalled roads maintained by that
department and by the local authorities, and in
most cases also of navigable canals. The infor-
mation is however not put together for the whole
of India. This, we suggest, may be done in future.

37. Posts, Telegraphs and Telephones

The Annuat Reports of the Posts and Telegraphs
Department give the usual information about the
number of letters, parcels, etc., carried from one
postal circle to another, money order, value
payable parcel and savings bank statistics, length
of telegraph lines, number of words and messages
transmitted, and the revenue and expenditure of
the department. Some statistics about telephone
companies and telephone lines and the Indo-
European Telegraph Company are also available
in the Statistical Abstract. The only suggestion
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we have to make in this conncction is that figurcs
relating to wireless messages and broadcasting
“stations might also be published.

38. Education

The annual reports of the provincial education
departments contain very detailed information on
all aspects of primary, secondary, high school,
college, and university education. A summarised
statement is given in the Statistical Abstract.

While on this subject, it may also be mentioned
that the number of printing presses and of news-
papers, periodicals and books published is noted
in the Statistical Abstract. These statistics seem
to be fairly complete. We think that information
relating to libraries, musecums, zoological and
botanical gardensand leamed societies mightalso
be collected and published.

39. Vital Statistics and Migration

Detailed figures relating to vital statistics,
. vaccination and deaths from and destruction of
wild animals are available in the Statistical
Abstract, in the annual "Report of the Public
Health Commissioner with the Government of
India", in the reports of the Provincial Directors

of Public Health or Sanitary Commissioners and

in the Provincial Reporis on Hospitals, Asylums,
etc. The vital statistics are complete enough but
the agency for reporting them is said to be
unreliable. The omission to report births and
deaths was noticed in the Census Report of 1921,
The inefficiency of the reporting agency has also
been brought to our notice by some of the wit-
nesses who appeared before us. We have no doubt
that steps are being taken to improve the agency.

Statistics of emigfation are also published inthe
Statistical Abstract,

10. Improvement of Satistics General

“The co-ordination, improvement and extension
of general statistics falling under class I isamatter
which our opportunities do not permit us to
explore at length. We will only say that these
statistics have not been hitherto compiled with a
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view to their being utilised for shaping the eco-
nomic policics of the country. In other respects,
they appear satisfactory as far as they go. Further
improvements to bring them into line with up-
to-date statistical systems abroad might be
effected withthe aid of acommittee or conference
of statistical experts. The improvement in the
direction of centralization of statistics suggested
later, in Chapter VII, will apply equally to sta-
tistics general, under our class I. '

CHAPTER V
EXAMINATION OF MATERIAL - CONTD,
STATISTICS OF PRODUCTION

+

41. Production

The publications dealing with production are
detailed in Appendix 2. Estimates of the pro-
duction of the country have been prepared by
non-official experts, but no attempt has been
made tobring togetherofficially statistics relating
to various kinds of production, incomplete as they
are. We consider that complete statistics of pro-
duction, including the total value of production,
should be collected, if it is possible to do so at a
reasonable cost. Among others, Professor E. A.
Horne of Patna pointedly drew our attention to
the necessity of having complete statistics of
production. Estimates of the total agricultural
production and of the surplus of food crops,
ordinarily available for storage and exports, €lc.,
have been made from time to time. The first
estimates of the kind are contained in the Report
of thc Famine Commission of 1880. The esti-
mates were prepared ina rough andready manner,
by applying such standards of yield as were
available, to the figures of cultivated area for the

Ryotwari tracts. In the Zemindari tracts estimates

were prepared on the basis of the returns of total
area recorded in 1878, it being assumed that the
proportion of cultivation to total area in these
tracts was the same as in the remaining tracts. The
production was valued at an all round rate of Rs
50 per ton for food crops and Rs 30 per acre for
non-food crops. Similar estimates were again
prepared by the Famine Commission of 1898 and
the valuation was madc at the same average rates.
The estimates were further scrutinized by the
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Department of Revenue and Agriculture in 1900,
in view of the fact that they left much to be desired
inaccuracy and completeness. In pursuance of the
suggestions then made a further enquiry was
undertaken by provinces in 1902, butalthough thie
estimates of production were prepared by districts
and some improvements were made, the material,
on which they were based, still remained very
imperfect. A similar estimate was prepared in
1911-14. It goes without saying that although the
estimates so prepared were of great use in fur-
nishing Government with data which enabled
them to take action for the purpose of combating
famines, they were very far from representing the
actual value of the agricultural production of the
country.

42. Agriculture

The statistical information on agriculture in
India is contained in the " Agricultural Statistics
of India- Vol. I", the provincial "Season and Crop
reports”, the "Estimates of the Area and Yield of
the Principal Crops" and the periodical settlement
reports. The provinces of Bengal, Bihar and
Orissa and the Central Provinces also have a
minor publication called the "Agricultural Sta-
tistics" of the province. These publications give
the usual details about the total area, cultivated
area, areaunder various crops, area irrigated from
various sources, area under forests, waste area,
normal yields, estimated total yield in the case of
the principal crops, rainfall, live-stock, ploughs,
carts, etc. The value of cropsisnotalways worked
outbutthe harvestpricesin each districtare given.
The incidence of land revenue on the area (fully
assessed) and on populationineach districtisalso
noted.

Some of the special reports in the provinces (e.g.
in Bombay, Madras, the Central Provinces, the
Punjab, and the United Provinces) give the value
of produce of certain specified crops besides
ccertain other information such as cost of cult-
vation, price of land, etc.

Usclul data are collected during settlement
opcrations, as to the value of agricultural pro-
duction and other allied subjects like cost of
culiivation, agricultural indebtedness, price of
land, cost of living of agriculturists, temperature,

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

APRIL-JUNE 1995

rainfall, rent, holdings and tenures. Special
reports on the consumption and various aspects
of production of tea, coffee and rubber are pub-
lished for the whole country as supplements to the
"Indian Trade Journal”. A provincialreportonthe
outturn of tea is also published in Assam.

In connection with agriculture may be men-
tioned the canal irrigation statistics, which give
detailed information about irrigation works,
expenditure thereon, the area imrigated and the
quantity and value of crops raised on lands irri-
gated from each canal system.

In spite of their bulk, the agricultural statistics
published at present do not provide material for
deducing either the quantity or value of the total
agricultural production. While the total yield is
estimated in respect of the principal crops, not
even the area is given separately for minor and
mixed crops. The valtue is worked out only for
certain crops in some of the provinces, while in
Madras and Bombay complete estimates of the
value of agricultural production for a year have
been prepared, through the enterprise of indi-
vidual officers. Some witnesses consider the
record of area to be unreliable; others hold that
the yield has no reliable basis. In tracts under
permanent settiement the estimates of area and
yield are prepared from reports made by ignorant
and low-paid police choukidars. The wholesale
prices at which the value of agricultural outtum
is calculated are considered in certain provinces
to be untrustworthy. There can be no denying the
fact that from the point of view of economic data,
the agricultural statistics are defective. We shall
discuss the various factors separately in dealing
with proposals for their improvement.

Agricultural production is of prime importance
in a country which is mainly agricultural. In the
Dominions, agricultural productionis ascertained
by issuing schedules to farmers who return them
duly filled. In the United Kingdom, estimators are
employed who collect the information from
farmers and check it by figures of export from
cach centre. This is done at the periodical cen-
suses of production. The methods of ascertaining
agricultural production employed in the more
advanced countries are, however, unsuitable for
India. The cultivators being generally illiterate, a
great majority of them cannot be expected to fill
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up schedules. They are also suspicious by nature
and unwilling by tradition to disclose their out-
tumn.

43. Suggestions for Ascertaining Agricultural
Production

Suggestions have been made in places that the
actual production should be obtained through the
agency of crop estimators or by issuing forms to
be filled up by headmen of villages in respect of
every holding in each village. Neither of the
methods appears to be a practical one. In the
former case the estimators would have to goround
every field and see the outturn weighed, for the
cultivator keeps no record of his outturn. The cost
of having estimators who could visit each village
at harvest time, and record the actual outturn of
every field will be absolutely prohibitive. Such
procedure will moreover be greatly vexatious.
The figures obtained from the village headmen
would be far less reliable than those based upon
the standard yields. ’

During the course of evidence we have heard
comments on the inefficiency of the subordinate
revenue agency and its want of capacity on the
one hand and absence of interest on the other to
collect any statistical information bearing on
economic matters. This impression, however,
seems to us to be dug to lack of opportunity to
study the work of the village accountant at close
quarters. The officers who have been in daily
touch with these officials and non-officials, who
have had occasion to study their work, have been
equally strong in impressing upon us the fact that
in local knowledge of economic conditions in
particular, and in elementary statistical work in
general, the village accountant ishard io beat. The
Director of Agriculture of one of the provinces
went so far as to say: "He is a trained hand and
his figures are usually more reliable than would
bemy own". Irrespective of this, we think it would
be most uneconomical to discard the widespread
existing machinery and to introduce a new rival
organisation.

44. Agricultural Statistics Afford the Best Basis

The best way to obtain complete information
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for agricuitural production, therclore, scemstobe
by improving and amplifying the existing agri-
cultural statistics. It goes without saying that,
where a subordinate revenue agency exists, no
other agency can be usefully substituted for it.

45. The Cropped Area

With the exception of the tracts under perma-
nent settlement in the provinces of Bengal, Bihar
and Orissa, Assam and also in parts of Madras
and the United Provinces, which will be deait with
separately, the figures of area under crops are, in
the opinion of revenue officers and others who
are best able to judge, ‘remarkably good’, and are
we may safely say as perfectas they can be made.
All that is needed is to improve the statistics of
yield where necessary and to convert the quan-
tities into values.

46. Minor and Mixed Crops

It is true that only the area under the main crops
is published scparately at present in most prov-
inces and that the minor crops are lumped
together. But the crop grown on every piece of
land, howsoever small, isnoted at the time of crop
inspection and it is therefore not difficult 1o
amplify the returns so as to include therein the
area under every minor crop scparately. The
difficuity of valuing the outturn of mixed crops
has also been brought to our notice, but it should
not be difficult to estimate and record separately
the area under each of the crops sown collectively
in afield, or, where it is considered preferable to
arrive at the outturn and value thereof, as a mixed
cropper se. The area under suchcropsisat present
apportioned at the provincial headquarters, to
each of the constituent crops according to for-
mulae arrived at by each provincial Government,

47. Factors Other Than Area

There are other factors besides area which have
1o be considered before an estimate of the value
of agricuttural produce can be arrived at, on the
basis of the rcturns of arca under crops, viz.,
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1) the condition of crops,
2) the yicld, and
3) the prices.

48. Condition of Crops

The estimate of the condition of crops is
intended to show whether the yield to be assumed
is above or below the standards fixed and, in either
case, in what proportion. In most provinces, the
estimate of the condition of crops is arrived at on
the basis of what is known as the annawari
estimate, preparcd by the village accountant, as a
resuit of his inspection of each field. From the
- figures given by him, an arithmetical average is
struck forthe tahsil ortaluk, the district and finally
the province. This method is almost universatly
condemned as leading to fallacious conclusions.
The system in vogue in the Punjab, which seems
to be as good as any, can be further improved. The
tahsildar should as a result of his personal
observation during his crop inspection tour, and
after consulting the inspectors (kanungos), a
number of village accountants and also some
rcliable zemindars, report for each assessment or
revenue circle, by how much the standard yield
shouldberaised orlowered in respectof each crop
on each class of soil, in order to arrive at the
average yield for the particular harvest. These
figures should be checked and, if necessary,
corrected by the Revenue Assistant (Deputy
Coliector) and the Collector and then by the
Director of Agriculture. The figures as finally
corrected should be communicated to the ahsil-
dar.

49. Yield - Standard Yields

The standard yield is, it may be stated, based
mainly upon the results of crop experiments. The
objection sometimes taken is that the crop
experiments made in any one year are not
numerous enough and that the inferences drawn
from them are fallacious. The standard yields are,
however, not based on the results of one year’'s
experiments. Where the system has been in force
for several decades, the data have gone on muf-
tiplying and the standard yicld of each crop has
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been built up, on a very large number of
experiments, including those made during the
settlement operations in each district under close
supervision, These standard yields are modified,
where necessary, every five years, with reference
to the results of the experiments made during that
period; and they have also been corrected in some
places with the aid of information received from
other sources. We were told in Bombay that the
yields on the basis of which the Agricultural
Department now works out its estimates of out-
turn are quite reliable. A Punjab official witness
has told us that the estimates of yield in his
province, though they cannot be called accurate,
are better than in most countries. Dr. Gilbert Slater
has stated* that "The Madras agricultural statis-
tics have attained a high degree of perfection”.
Dr. Harold H. Mann, Director of Agriculture,
Bombay, told the Committee: "We are better than
the United States of America as regards statistics
of areaand betier than Australia as regards values
but we cannot say within 25 or 30 per cent, which
wasthe absolute production”. Itmay be noted here
that in the Presidencies of Madras and Bombay,
the value of agricultural production has been
worked out by districts.

50. Crop Experiments

The crop experiments are, however, confined
generally to the. principal crops. In Bombay, a
scries of crop experiments on all minor crops
appear to have been made several years ago, and
the agricultural awhorities consider that the
results then arrived at are quite good enough for
their purpose. In other provinces also, it should
not be difficult to arrange to have crop estimates
made on minor crops. »

During settlement operations, the settlement
officer has crop experiments conducted on every
class of soil in each assessment circle and has the
outturn of every crop estimated. This is necessary
for calculating the value of all crops with a view -

to determining the net (i.e., assessable) assets of

the landlord. The revenue authorities in each
province can take advantage of the yields ascer-
tained during seulement operations and at once

* Dr. Gilben Slater, “Some South Indian Villages”, page 230.
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add the yield of minor crops to their statement of
standard yields. Enquiries from reliable landlords
orcultivators would alsohelp inarrivingat correct
estimates. The account given above reflects the
_ procedure adopted in the Punjab. Conditions may
be different in other provinces, but we belicve it
will be possible to adopt similar measures in them
with necessary modifications,

The number of crop experiments should be
considerably increased and they should cover the
minor crops as well. Crop experiments should be
conducted mainly by the agricultural department,
but the revenue officers should also continue to
make acertain number of experiments every year,
even thougha districtis not under settlement. The
work should be closely supervised by the higher
revenue officers. When the number of crop
experiments has been largely increased, the
results can be used for checking the reports of
tahsildars on the condition of crops. Mr. Hub-
back, Commissioner, Bhagalpur Division in
Bihar and Orissa, is trying an intcresting system
of crop experiments on rice by means of a wooden
equilateral trianglc covering an area of 1/3200 of
an acre. He expects, with an expenditure of Rs
20,000t0R 30,000 a year, to be able to take some
1,500 samples in each sub-division. The system
is not applicable to such crops as sugarcane or
cotton, but may work well in the case of wheat.
If successful, this new system may provide a
convenient means of obtaining results of exten-
sive crop experiments on some of the more
important crops. It is for each Provincial
Government to decide what methods its officers
should adopt for increasing the number of crop
experiments performed from year to year.

S1. Fruit and Vegetables

Stress has been laid by some witnesses on the
difficulties of ascertaining the value of fruit and
vegetable production. But it is quile easy for the
district officer to ascertain what an acre of veg-
elables grown in the suburbs of towns and cities

INDIAN ECONOMIC ENQUIRY COMMITTEE

353

usually yields, Enquiries into a few individual
cases will provide areliable formula tobe applied
to the total area under vegetables in each village.
In the rural tracts, vegetables have little value and
are not grown on any extensive scale. The local
revenue officer can assign a cash value per acre
to the vegetables grown in each assessment circle
and tahsil.

The production of fruit is usually ascertained at
settlement. In any case, there should be no diffi-
culty in finding out how much each fruit-garden
was sold for during the year, Thisinformation can
be ascertained by the village accountant,

In case of such {ruit trees as date palm and jack
fruit which grow largely outside gardens, the
average production per tree can be easily ascer-
tained. Indeed such averages have been worked
outatall ¢vents in the Punjab. In rural areas there
should be noinsuperable difficulty in ascertaining
the production of scattered fruit trees. Fruit trees
lying within the area of towns and cities, except
those in gardens, may be excluded from agricul-
tural production. -

52. Value of Produce

The conversion of total outturn into valueis a
mere arithmetical process. With a view to arrive
at as accurate an estimate of the yield as possible,
calculations should, we think, be made separately
for each village. The process should be as
follows:-

As soon as the condition of crops of a harvest
has been determincd for each tahsil and the crop
abstracts containing the arca under eachcrop have
come in, the oflice kanungo for each rahsil, or by
whatever name the official responsible for the
comptlation of the agricultural statistics in each
tahsil is called, should take in hand the prepara-
tion of a statement of the value of agriculral
production of each village in each of the
assessment or revenue circles, in the attached
form:- .
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Assessmenl Class of soil

Circle

Village _ Name of

Crops

Area under
matured
crops (less
quantity
used as
fodder)

Outtum Price per Value

maund

Yicld per
acre

It will be necessary to give the office kanungo
the assistance of a clerk for this work. A selected
village accountant should be able to do the work
efficiently. It will take him a month or six weeks
at the end of each harvest to do the compilation
of the statistics of agricultural production. For the
restofthe time he will be occupied indealing with
statistics of pastoral production and in sending
copies to village accountants.

Inthe Punjab, itis believed thatabouttwo-thirds
of the produce is either sold within three months
of harvesting or consumed locally, The outturn
should be evaluated at the average wholesale
prices for the year prevailing at the market town
in or near the assessment circle, or partly at the
rates for the quarter immediately following har-
vesting operations and partly at the average for
the remaining quarters of the year according to
the proportion which may be fixed for each
province with reference to local conditions.

The clerk should send an abstract giving the
totals, by assessment circles, to the district office
and, athis leisure, forward a copy relating to each
village to the village accountant concerned, for
being entered in the village note book and for
publication in the village.

In the district office, the entriesin the abstracts
should be checked and the figures for all the
tahsils added together. The totals for the district
should then be forwarded to the Provincial Sta-
tistical Bureau. The statistics for districts will be
published in the provincial statistical compilation
along with the provincial totals. The figures for
assessment circles and tahsils will be retained in
the district while the record of production of
villages will be kept in tahsils..

53.Periodical Census of Agricultural Production
Unnecessary

It has been suggested that a detailed census of
agricultural production might be taken periodi-
cally. Agricultural statistics are however already

collected and published in sufficient detail and,
when supplemented by the value of production
they will supply all the information which a
periodical detailed census is designed to secure.
We, therefore, consider a periodical census of
agriculwral production unnecessary. A review of
agricultural production might however be made
quinquennially on the basis of the annual returns.

54. Tracts Under Permanent Settlement

In Bengal, Bihar and Orissa, about one-third of
Madras, and in parts of the United Provinces and
Assam, where the land is under permanent
settlement, the collection of figures of agricultural
production presents great difficulties. The infor-
mation regarding the area under crops and the
outturn is, so far as we have been able to ascertain,
collected by the village policeman and supplied
by him to the Collector through the police
department. The Collector, we are told, alters the
figures reported to him in the light of his own
experience, and then forwards them to the
Director of Agriculture, who makes as good a
guess of the total figures as is possible under the
circumstances. No witness has been able to sug-
gest any method by which sufficientdy reliable
figures can be obtained. It was proposed by one
witness that Government should enlist the assis-
tance of zemindars, and estimate the outturn on
the basis of the share of the produce received by
them, but it is by no means ceriain that every
zemindar will be prepared to show his books, or
1o supply the necessary information. Some wit-
nesses have suggested that the assistance of local
Unions may be obtained but a Union does not
exist in- every village, nor is it certain that the
Unions will be able to obtain correct information
from persons who are not connected with them.
Another witness thought that a number of tem-
porary surveyors should be appointed in one year
toascertain as approximately as possible the arca
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under various crops in each panchayat circle, that
the variation might be guessed in subscquent
years and that the survey should be repeated every
15 years. In spite of the enormous cost of such a
survey, the proposal would provide only
approximate figurcs and in the following 14 ycars
the estimates though, perhaps, somewhat better
than the present oncs, would be pure gucss work.
Yetanother suggestion is to utilize the agency of
panchayats for the purposc of reporting outturn
of crops as is done in the case of jute crop
forecasts, This procedurc would also have a
considerable element of uncertainty. A combi-
nation of these and other methods may, however,
secure the desired result. The triangle system of
crop experiments by Mr, Hubback, alrcady
referred to, may prove useflul in estimating the
outturn of rice which is an important crop in the
provinces concerned and some other food crops,
e.g., wheat. We think that it is absolutely neces-
sary to obtain reliable data regarding the agri-
cultural production of these zemindari tracts.

We understand that the districts under
permanent settlement are being gradually mea-
sured so thatsurvey maps are becoming available
for most of the districts and can be utilized if an
agency were employed for the inspection of crops
at each harvest. We also understand that, while
there is no subordinate agency in these provinces
for the inspection of crops, the superior revenue
agency is more or less the same as in other
provinces, so that the appointment of a subordi-
nate revenue agency would not necessitate any
addition to the superior revenue staff.

The ideal course would be tc employ a subor-
dinate revenue agency consisting of estimators
(of the type of village accountants) and inspectors
(who would correspond to kanungos). But the
cost of such an agency would be prohibitive. As
we were not able to confer with the representa-
tives of Governments of any of these provinces,
we regret we are not in a position to offer any
definite suggestions. We understand that steps
have been taken by some of the Governments
concemned to improve their crop forecasts and
estimates of agricultural production. All we can
sayisthatsuch improvements should be persisted
in till the statistics of agricultural production are
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placed on a par with those of Ryotwari provinces
as regards reliability of the outturn and values of
the crops raised.

55. Pasture and Dairy Farming

The statistics ol pastoral and dairy farm pro-
duction arc altogether wanting. The only data
available arc those contained in the reports of
censuses of cattle and other live-stock, which are
taken quinquennially in most of the provinces but
annually in Burmaand the Central Provinces, and
are said to be sufficiently accurate. Some prov-
inces give the prices of certain breeds of catile in
their provincial reports, but that affords no
indication of the value of the annual production
of cattle. The yield of milk has been estimated in
special studies on milk supply in Bombay,
Lahore, Mandalay and some other towns and
villages.

The pastoral products consist of:-

1. Additions 1o cattle, sheep, goats, pigs, elc.,
2. Meat, tallow, sinews, hides and skins,

3. Bones, horns, hoofs, etc.,

4. Wool,

S. Bacon and ham,

6. Pouliry and eggs,

7. Honey, bees-wax,

8. Game of all kinds.

Under dairy farming may be treated milk, but-
ter, curd, ghi and cheese.

The catile census takes stock of the number of
cattle, shecp and goats. We think this census
should, if possible, be held annually everywhere
as in Burmaand the Central Provinces and should
also cmbrace pigs and pouliry and distinguish
between milch and dry cows and buffaloes and
between bullocks used for ploughing and those
engaged in transport. It would provide statistics
regarding annual increase in the number of cattle,
goats, sheep, pigs and poultry. The amount of
meat consumed in towns can be ascertained from
the slaughter houses, so also can the amount of
by-products disposed of, and the number of hides
and skins produced. The production of these
articles in villages can be ascertained through the
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revenue agency. If, however, there is any diffi-
culty in ascertaining the production, the quantity
and value of the different products arising out of
slaughter of animals can be roughly estimated by
applying formulac, which may be different for
different areas, to the number of the live-stock
enumcrated in each area. As suggested by the late
Mr, Sedgwick, the talented Director of the Labour
Office of Bombay, whose untimely death we
greatly deplore, such formulac can be worked by
the Agricultural Department with the assistance
of the Veterinary Department. Siatistics of the
production of boncs may be obtained from the
returns of the railways and bone factories, while
those of horns and hoofs may be ascertained,
along with the production of cottage industries,
from industrial works which utilize these as their
raw material. Horng and hoofs which are ncither
sold with bones, nor used in these coutage
industries are of no value.

The extent of bacon and ham curing and the
amount of lard produced can be asceriained from
the curing establishments. The statistics of pro-
daction of honey and bees-wax should be
obtained by the Forest Department. The
productionof game can be asceriained by making
enquiries as to the catch of professional shikaris
and the figures can be checked by the supply of
game coming into towns. Game killed by
sportsmen may be ignored. The production of
butter, cream and cheese can be ascertained from
dairies and dairy farms. Cream is not produced in
rural arcas and checse is seldom manufactured.
The consumption of butter is rare in rural tracts,
it is almost invariably converted into ghi. The
difference between the value of milk and curd
(dahi) is not very considerable and the added
value will benegligible. Moreover, the proportion
of milk converted into dahi but not reconverted
into ghi, is, in many places, insignificant. We,
therefore, think that the production of dahi need
not be estimated separately, but may be included
in the production of milk. The quantity of milk,
ghi and eggs produced should be ascertained
every year by a special agency acting under the
Revenue Department,

It has been suggested 1o us that cowdung cakes
form an important industry. The milkmen living
in and about the cities and towns no doubt
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manufacture cowdung cakes and sell them in the
towns as fuel, but they usually form an insignif-
icant proportion of the fuel consumed in urban
areas. In rural tracts the cultivators use a certain
amount of cowdung for making fuel cakes as they
are supposed to be useful in providing slow and
constant heat for thickening milk. But we have
been told also by witnesses - a fact too well
known, - that the cowdung so used would be
infinitely more valuable if utilized as manure,
Instead, therefore, of adding to the value of
cowdung, which as manure, must be taken as part
of the cost of agriculture production, its conver-
sion into cakes involves a deterioration in value.
In villages, where there are no trees and other fuel
is not available, more cowdung isused as fuel, to
the detriment of agriculture. We, therefore, think
that the manufacture of cowdung cakes in agri-
culwral villages should be ncglecied altogether.
Stock may, however, be taken of the value added
to cowdung by conversion into fuel cakes in and
about cities and towns, where they are sold for
profit or innon-agricultural villages. Other minor
pastoral products, such as feathers of birds, can
easily be ascertained for a whole province from
inland trade figures or for British India asa whole
from external trade returns.

56, Forests

The annual "Statistics relating to Forest
Administration in British India” along with the
quinquennial review, and the provincial reports
of the Forest Department, give figures of the arca
under different kinds of Government forests, and
the quantity and value of the outturn of timber,
fuel, and minor forest produce.

We have been told by the Inspector-General of
Forests that statistics of forest production are
complete in respect of produce of all kinds,
including minor products. The free gifts and sales
atconcession rates toright-holders are also valued
in (ull; and the supplies of fuel received by
villages from unclassed forests are valued on the
basis of their annual requirements. In Buma,
where forests are very extensive and where,
according to the Inspector-General of Forests,
administration s still in its early stages, the minor
forest products and the supply of timber to the
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villages adjoining the unclassed forests are
apparently not valued at present. He is, however,
of opinion that the methods employed in other
provinces of British India can be applied equally
well to the Province of Burma. The mere fact of
the extensiveness of forest areas does not neces-
sarily make the determination of the value of
easements derived from them impossible. After
all villagers depending upon unclassed forests
cannot sell any of the produce in the market. They
can take timber, fuel, etc., only for their local
requirements, which are limited and can be
accurately estimated by the forest officers who
are constantly visiting such villages. A question
has also been raised as to whether the forest
produce should be valued at the price or royalty
recovered by Government or at its market value.
Other witnesses have made it clear that the value
of forest produce is that on the spot and that it
must be measured in terms of what Government
actuallyrealize for it, or, where timber is extracted
by Government agency, the net saving to Gov-
emment after defraying all expenses of extrac-
tion. The increase in the value of forest produce,
when itcomes to the market, is due to the services
of middlemen and forms no part of forest pro-
duction. We, therefore, think that complete sta-
tistics of forest production can be obtained from
the Forest Department. No figures regarding
production from private forests are available.
Such production is comparatively small, but
figures should be obtained, so far as possible,
through the Revenue Department and published.

57. Fisheries

The Departnents of Fisheries in Madras and
Bengal publish some statistics relating to fisher-
ies. The Madras report deals only with seafishing,
and gives the weight and value of the take of sea
fish within certain areas, the average quantity of
fish cured, the number of fish curing yards, ticket.
holders, market and boats; and the wholesale
prices at Tuticorin. The Bengal Fisherics
Department publishes only the quantity of fish
imported into Calcutta by road, rail or river, The
information is quite incomplete. We should aim
at ascertaining the amount and value of the total
catch in both inland and sea fisheries. Figurcs

INDIAN ECONOMIC ENQUIRY COMMITIEE

357

should also be collected in respect of chank, pearl,
oyster,and other special fisheries. Fish curingand
other industries subsidiary to fishing should be
dealt with under industries,

In Madras, the organization of the Fisheries
Departmentcan be utilized to secure reliable data
of the production of sea fish in that presidency,
so far as the main centres of fishing and fish-
curing yards are concerned. The catch of fishing
villages outside the areas of the curing yards, as
well as the catch of fresh water fish in the inland
villages, can be recorded by the revenue agency,
with the help of inspectors who may be appointed
for ascertaining the production of cottage indus-
tries and other forms of miscellaneous produc-
tion. It may also be possible to secure, from
municipalities and railways, details of the
quantity consumed in large cities such as Cal-
cutta, Bombay and Karachi. As regards the rest
of India, the work of the collection of the
information should be done by the inspectors
above referred to, under the guidance of the
Fisheries Department wherever one exists,

58. Minerals

For mineral production in India, we have two
sources of information, viz., the annual "Reports
of the Chief Inspector of Mines" and the "Review
of the Mineral Production in India" published
annually in one of the issues of the Records of the
Geological Survey. The information relating to
mines dealt with by the Department of Mines
includes the number of mines, employees, acci-
dents, mineral concessions, licenses and leases
and the estimated quantity and value of all kinds
of mineral production. These statistics are com-
plete, but information regarding indigenous
mining and certain smaller quarries is wanting,

The production of minerals should be ascer-
tained through the Chief Inspector of Mines. The
Indian Mines Act of 1923 applies to all mines,
howsoever small, except those exempted under
Government of India (Department of Industries
and Labour), notification No. 1051, dated the 26th
of July, 1924. For suchmines as are not dealt with
by the Depariment of Mines, including indige-
nous mining, which is conducted on a very small
scale, statistics can be collected by the Revenue
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Department, according to instructions which may
belaid down by the Chief Inspector of Mines. The
information supplied should be of quantity and
value of minerals produced, number of persons
employed and value of other material used up,
including fuel consumed or power employed.

59. Large-scale Industries
Large-scale industriecs may be defined as

industries governed by the Indian Factories Act.
No information about the production of man-

ufactured goods, other than cotton and woollen’

goods,paperand beer, is published. The industrial
census, taken along with the population census of
1921, gave the number of large industries and
their employees, number, nature, and power of
engines, and the number of looms in textile
industries. The publication “"Large Industrial
Establishments” contains only a list of estab-
lishments, with the number of employees. The
Department of Statistics publishes a small
pamphlet called the "Monthly Statistics of Cotton
Spinning and Weaving in Indian Mills" which
gives the quantity of yan spun and of woven
goods. The consumption of raw cotton and jute at
the mills is also stated. It will be seen that, apart
from cotton goods, data relating to manufactured
articles are either scanty orare not collected at all.
The recent reports of the Tariff Board, however,
have made available anestimate of the production
of iron and steel goods, paper, ink, sulphur,
magnesium chloride and certain other minor
manufactures. But, in no case are the values of
outturn given and, even where the consumption
~ofraw material is stated, itis impossible to arrive
atthe "added value of the production”. Appendix
F. (2) to our questionnaire, printed at the begin-
ning of Vol. I of this report, will show that no
statistics are collecied for a large number of
industries, some of which fall under the desig-
nation, "Large-scale Industries”. We consider it
essential that, in respect of all large-scale
industries, the following statistics should be
collected: through the Department of Indusiries
and published annually:-
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(a) Quantity and vatue of manufactured goods,

(b) Quantity and value of raw material used up
in production,

(c) Added value of manufactures,

(d) Value of fuel or power used, and

(e) Number of cmployces.

It was suggested by a competent witness that
the quantity and grades of the outturn might be
ascertained and that they should be evaluated by
formulac in the statistical bureau. This plan might
be adopted if thereis any opposition to the demand
for values of outturn.

The Director of Industries should have no dif-
ficulty in securing the information. We have been
told in some provinces that the Director canobtain
it by persuasion, but legislation would remove
any possible obstacles.

Some witnesses have objected to asking for the
value of fuel used on the ground that the enquiry
might be taken as an attempt to get at the profits.
While we are very reluctant to recommend any
measure which would savour of such an attempt,
we think, following the example of the United
Kingdom and the Dominions, that itis necessary
toascertain the value of coal or other fuel in order
to amrive at net production.

In addition to collecting statistics of production
every year, we think a regular census of produc-
tion of large industrics should be taken quin-
quennially. The census nced not be as elaborate
as in the Uniicd Kingdom, but particulars
regarding the industrics might be collected in
somedetail, including the salaries and wages paid
tothe staffand workmen, separately for each class
of operatives, if the owners of the factories have
no objection. The capital invested and the value
of lands, buildings and machinery, less depreci-
ation, may be ascertained for the purpose of being
included in an estimate of wealth, if the
establishments concerned are not opposed tosuch
a course. Most factories will, we believe, give
such information, if secrecy is ensured.

Details of the information to be collected
should, we think, be seutled by the Statistics
Department in consultation with the Industries
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Department and the manufacturing establish-
ments concerned. We are advised that legal
powers will be necessary for the census of
production from large-scale industries.

60. Cottage Industries

The material relating to production from cottage
industries is exceedingly meagre. In India, cot-
tage ‘industries play a very important part in
production. Nevertheless the information which
isavailableisscantyand can be gleaned only from
isolated industrial monographs and occasional
industrial survey reports, like Latifi’s "Industrial
Punjab", and Chatterji’s "Notes on the Industries
in the United Provinces”. In a few cases, bits of
information relating to the output per man, per
family, per day or per month, quantity of by-
products, and the number of workers engaged in
particular cottage industries can be picked up here
and there. But, beyond localized spasmodic
efforts, no attempt has been made to ascertain the
total production of cottage industrics. We con-
siderit of great importance that an estimate of the
quantity and value of the total annual production
of cottage industries should be ascertained along
with the estimated value of raw material used up.
It would be interesting to ascertain, at the same
time, the number of persons engaged wholly or
partially in such industries, distinguishing
dependents and hired workers from the owners.
In weaving, the number and kind of looms might
beascertained and, similarly in cottage industries
using machinery of one kind or another, the
number of such machines might be recorded.
Where the production varies in quality, the grades
might also be noted.

CHAITER V1
EXAMINATION OF MATERIAL - CONCLD.
ESTIMATES OF INCOME, WEALTH, ETC.

61. As regards estimates of income, wealth, cost
of living, indebtedness, etc., such official infor-
mation as is available is very meagre. We have
not been able to sce any official record of
estimates of income, eic. There are monographs
published by officials and private persons at
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different times ....... They relate chiefly to the
study of some working class families in Bombay
city and a number of labour class families in
Assam and village studies in parts of the Bombay
Presidency, Bengal, Madras and the Punjab.
Some of the recent settlement reports, especially
in Burma, also contain use(ul information con-
cerning the income derived by typical families of
agriculturists.

62. Income

We have already explained that among the tests
of economic cfficiency, income is the most
important. The income-tax statistics of British
India give useful information regarding the
carnings of Government servants, trading classes,
persons engaged in industries and liberal pro-
fessions, etc., with incomes of Rs 2,000 or more,
per annum. But, unlike in the Dominions, the
statistics of income in this country cover a very
limited field. Here, all agricultural incomes are
excluded and this omission leaves out the most
important source of income in an agricultural
country. The number of persons paying the
income-tax amounted, in the year 1922-23, to
238,242 showing that the income-tax statistics
after all account for the incomes of a very small
fraction of the population numerically, however
important that fraction may be in other respects.
1t has been urged that the returns of income made
by the trading classes are far from correct. This is
no doubt true to some cxtent but, on the contrary,
incomes are oflen over-assessed and the errors
largely adjust themselves so far as the lower
grades of income are concerned. Moreover, the
understatement of incomes is not a feature
peculiar to India. The difficulty is experienced in
other countries as well. There can be no doubt that
the creation of a separate Income-tax Department
has resulted in great improvementin ascertaining
the true incomes in the higher grades. We would
suggest that in the income-tax returns greater
details of the sources of income, i.¢., of the
business, profession or occupation from which it
is derived may be given in future,

Theoretically, the best method of ascertaining
the income of any given province would be to take
an incomec census from house to house, similar to
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that taken some years ago in Australia. But this
must be rejected asimpossible on account of the
cost involved and the diflficulty of obtaining
reliable data by direct interrogation. We arc
therefore suggesting that general investigations
as to income should be carried out every year for
small typical areas, in both urban and rural tracts,
50 that the results may go on accumulating till
their volume is sufficiently large for gencraliza-
lion, i.e., 10 cnable estimates of income of classcs
and administrative units 1o be framed with the aid
of index numbers where necessary. The methods
to be adopted will be explained in detail in the
next two chapters.

63. Distribution of Income

Incollecting datait should be borne in mind that
they should be in sufficient detail for framing
estimates of -

(i) distribution of income according 1o occu-

pations and classes, and

(i) distribution of income showing the per-
centage of population in the enjoyment of var-
ious grades of income
After some experience, it should also be pos-
- sible to prepare estimates showing distribution of
income between production and services and
between property and services. Such estimates of
distribution of income are available for some of
the more advanced countries. Similar figures are
necessary for British India, if its economic con-
dition is to be correctly understood.

64, Wealth

No official estimates of the wealth of India,
naiional or private, have been atlempted in the
past. Such figures asare given by statisticians and
others are rough guesses made on the basis of
published statistical and other material relating to
the country. The most satisfaciory way of
obtaining information concerning private wealth
would no doubt be to take a regular house-to-
house census throughout. the country. But, the
very heavy cost involved puts such a measure out
of court. Moreover, under present circumstances,
much difficulty will be experienced in obtaining
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rcliable information regarding private wealth,
particularly that relating to bullion, ornaments
and other valuable property.

We are of opinion that in the course of intensive
enquiries recommended in the sequel, investiga-
1ors should endeavour 1o prepare, wherever pos-
sible, by a house-lo-house enquiry, approximate
estimates of individual wealth. Butin view of the
initial difficulties which have been brought to our
notice, we are of opinion that estimates of local
collective wealth should be prepared from the
very start by what is known as the ‘inventory
method’ for villages, towns and cities. Such
estimates can be framed by evaluating the area of
land, the number of houses and the number of
catle in cach unit area. A rough estimate of the
value of furniture and implements can be added.
The average price of land in each village or group
of villages can be worked out from the statistics
of sales of land and the ahsildar assisted by a
local committee of non-officials can ascertain the
value of houses, etc. In cities and towns, the work
would be heavy and more difficult. But, here
again, the local bodies could be asked to supply
the information partly from the register of rental
values and parlly with the help of local non-
official commitices under the advice of experts or
municipal or public officials experienced in the
valuation of properties. Estimates of national
wealth will include private wealth and also public
wealth or wealth under communal ownership,
such as, railways, roads, tramways, public
buildings, irrigation works, harbour works, tele-
graphs, telephones, defence works, military
equipment and other similar material. Estimates
of the public wealth may be obtained from the
Government departments or officials who are
custodians of such property.

65. Cost of Living

The material available as regards cost of living
in this country is mentioned in Appendix 4 (not
printed). It may be said to fall under four groups.
First, there are the cost of living index numbers
for the working classes prepared by the Labour
Office, Bombay and by the Directorof Indusiries,
Bihar and Orissa. Secondly, there are records of
special enquiries into conditions of well-defined



VOL.7NO. 2

classes, suchas, "ThcReport of the Assam Labour
Enquiry Committec”, "Report on an enquiry into
working class budgets, Bombay, "The Reports of
the Patna College Chanakya Society”, "Family
budgets of clerks inLahore”, etc. In thisclass may
also be included the family budgets embodied in
the 1921 Census Reports of Bombay, Assam and
Baluchistan. In the third place, we have several
village studies (like those of Dr. Harold H. Mann
in Bombay and Major J. C. Jack in Bengal) for
the Presidencics or Provinces of Bengal, Bombay,
Madras, the Punjab and Bihar and Orissa. Lastly,
there is much valuable informationrelating tocost
of living in some of the scitlement reports, par-
ticularly those of Burma.

The results of these studics have, however, not
been of much use so far, partly because they were
not made in sufficient number for any one class
of people in any particular locality, so as to form
abasisforcost of living index numbers; and partly
because, the sources of information were not
reliable in consequence of the illiteracy and
ignorance of the people, from whom the infor-
mation was derived. The only two successful
attemptsat preparing costof living index numbers
have been made by thc Labour Office, Bombay
and the Director of Industries, Bihar and Orissa,
althoughthe reliability of, atall events, the former
has been questioned. There is no rcason why
similar indices should not be prepared in other
provinces or why they should be confined to the
working classes only. We think the information
on this subject should be supplemented by the
preparation of cost of living index numbers for
working classes in the principal industrial centres
and index numbers based on family budgets
(showing expenditurc on various items, ¢.g., food
and fuel, rent, clothing and other requircments)
of typical familics of other classcs.

Two witnesses from Bombay, viz., the latc Mr.
L. J. Sedgwick and Prof. R. M. Joshi laid some
stress on the importance of determining, (1) a
normal subsistence level and (2) a minimum
subsistence level asa starting pointinallenquiries
connected with the cost of living.

The minimum subsistence level, it has been
suggested, may be arfived at by taking into
account the three lowest standards officially
fixed, viz.,, (1) the jail diet, (2) the hospital dict,
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and (3) the faminc code rations. These sug-
gestions may be taken into consideration by the
Central Statistical Bureau if one is established in
accordance with the suggestion made later in
Chapter VIII.

66. Indebtedness

A large number of studies on the indebtedness
of particular classes of the population in selected
localities are alrcady available as may be seen
from Appendix 5 (not printed). Some of the
publications, for example, Mr, Darling’s "Punjab
Pcasant in Prospcerity and Debt" are special stu-
dies on this subject; in others this topic forms only
a part of the subject mauer. The only official
sources of information which may be of some
valucare the records of the Co-operative Societies -
and the reports of the Registration Department.
The figures of mortgages and transfers are pub-
lished in the Provincial Land Revenue Adminis-
tration Reports. The subject of agricultral
indebledness also receives attention during
seliicment operations; and the assessment reports
and some of the scitlement reports of Burma

_contain valuable information in respect of the

tracts dealt with,

Information regarding public debt is published
in the Statistical Abstract and calls for no com-
ment. As regards private indebtedness, the results
of the intensive studies should be published in
order to give an idea, to the public, of the extent
of indebtedness of various classes or tracts,
together with information regarding the causes of
indebtedness, the rates of inlerest charged and the
sources of the loans. In regard to the agricultural
classes, this information coupled with statistics of
debts sccured by land morigage, which are
alrcady published, will present a fairly complete
picture,

67. Wages

Statistics of wages, to which so much promi-
nence is given in other countrics, have so far been
very defective in India. Wage statistics used to be
published in the annual issucs of "Prices and
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Wages" but that publication has now been sus-
pended as a result of retrenchment. The publica-
tion used to give the results of the quinquennial
wage censuses (those of 1911 and 1916) inrespect
of a few urban and rural occupations. In the
Central Provinces, the ratcs were reported annu-
ally but only for a few of these occupations. The
same publication also used to give the rates of
wages of certain operatives employed in sclected
cotton, woollen, jute, rice, and paper mills, in
certain railway workshops, in one or two leather
factories, in the Murree Brewery, in certain tea
plantations, in the British India Steam Navigation
Company, and on the Orissa canals. Special
publications on wages have been referred to in
Appendix 6 (not printed).

The results of the provincial wage censuses of
1911 and 1916 were found to be so unsatisfactory
that a third one proposed 10 be taken in 1921 was
abandoned as an all-India project. In Madras and
the Punjab alonc wasa general wage census taken
in 1921-22; and a census of rural wages only was
taken in Bihar and Orissa in 1924, But no regular
official wage statistics are being, any longer,
published for British India as a whole.

The chief defects of the wage census figures, as
they used to be published, were briefly these:-

(i) that they did notembrace a sufficiently large

numberof villages and towns, nor were the units

selected sulficiently typical oncs,

(it) that the rates were reported between too

wide a range, and even where the averages were

given, no uniform system was adopted, and the
weighting of sub-district results was faulty in
some cases, :

(iii) that the classification of rural and urban

workers was notcomprehensive enough in view

of the great difference in the nature of and
remuneration for work in different places,

(iv) that the frequency of employment was no

given, and :

(v) that the unit of time for which wages were
- recorded was not uniform.

The wage statistics so far as they go are said to
be fairly accurate in some provinces, e.g., the
Punjab.

Qursuggestions fora quinquennial wage census
and for annual wage returns have been discussed
at length in Appendix 7 (not printed), and our
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scherme relating tothe subjects has been described
inchapters VII, VIII and IX. But, we may mention
here, in passing, that the information to be col-
lected should, in our opinion, comprise rates of
wages of various classes of operatives in
industrial establishments, mines,docks, railways,
workshops and municipalities; those in cottage
industries; of domestic servants and artisans in
towns; extra payments at harvest and supple-
mentals; and the mode, range of wages, and
frequency distribution for each class. .

68. Other Labour Statistics

Mention may be made here of the fact that the
"Large Industrial Establishmentsin India"” which
is an occasional publication of the Department of
Statistics, gives figures of the average daily
number of persons employed in each such
establishment. The only other labour statistics
available are the average daily number of persons
employed in each kind of establishment ascer-
tained atthe Industrial Census held in 1921 aspart
of the population census operations. The annual
reports of factory inspectors and of the Chief
Inspector of Mines give like information. No
investigation has however been made as to the
hours of labour, except one by Mr. Findlay Shirras
in regard to the cotton mill industry in Bombay.

69. Prices

In most places ‘Prices’ fall under ‘Labour’
statistics. As a matter of fact, however, wholesale
prices are of use in evaluating ‘production’ and
relate to statistics of production, while retail
pricesare necessary for measuring changesin ‘the
cost of living’.

The statistics of prices have also suffered from
the recent retrenchment policy. The fortnightly
wholesale and retail prices of certain staples,
cereals, pulses, oil seeds, raw sugar, salt, etc., are
no doubt still being collected in each district but
the annual all-India publication "Prices and
Wages" has unfortunately been suspended. This
used to give not only the wholesale and retail
prices of several commodities at many important
places in India, with their index numbers, butalso
the export and import prices.
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"The Index Numbers of India Prices,
1861-1918"had, since 1918, beenkept up-to-date
by the issue of an addendum every year. We
understand that in spite of the suspension of
“Prices and Wages" this addendum will be con-
tinued. Harvest prices embodied in the "Agri-
cultural Statistics" have been referred to under
agricultural production,

Thecollection of wholesale pricesis only partial
and exception has been Laken to their reliability.
The sources from which retail prices are collected
are also said to be untrustworthy. We think the
collection of prices should be placed on a com-
prehensive basis. Wholesale prices should be
collected fortnightly in respectof all agriculwral
products in each district, at the principal market
towns within or near each assessment or revenue
circle.Relail prices may be collected weekly from
the principal towns in each province and pub-
lished as is done at present. Where a commodity
has marked variations in quality, e.g., desi and
American cotton, fine and coarse rice, the prices
of the various grades should be stated. The agency
for reporting both kinds of prices should be
honorary correspondents so far as possible. In
every market townthere are dealers inagricultural
praducts who will, we presume, be glad to report
the prices fortnightly. In each selected market
town more than one honorary correspondent
should be appointed and formally entrusted with
this duty. As regards retail prices, the bazaar
choudhris may be required to supply information
under their signature or, if more convenient, some
reliable honorary correspondent may be
appointed. The tahsil officer shouid be made
responsible for personally verifying the accuracy
of the information in both cases and before he
sends up the list of prices current, he should enter
a certificate thereon to the effect that he has
personally verified by inspection of books, or
otherwise, that the rates entered in the list are
correct. When the town reporting the prices is not
the head-quarters of the tahsil officer, the duty
may be relegated to the inspector within whose
circle the town lies. If these precautions are
enforced, we are sure that the statistics regarding
prices will attain a degree of accuracy, which will
not be open to objection.

Both wholesale and retail prices should, we
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think, be published collectively for the year. In
each province the weekly and fortnightly prices
should be brought together and averages struck
for each article in each town, and also for the
province. In the central publication, provincial
averages for each week and fortnight should be
stated and the annual provincial averages should
be published for the year.

CHAPTER VI
SCHEME OF ECONOMIC SURVEY - GENERAL
70. Second Part of Terms of Reference

We shall now proceed to consider the second
part of the terms of reference in which the
Commitiee are enjoined 10 make recommenda-
tions as to "the lines on which a general economic
survey should be carried out, with an estimate of
the expenditure involved in giving effect to such
recommendations”.

In the terms of reference laid down by Gov-
ernment for our guidance, mention is made of
economic condition of the various classes of the
people of British India. We also note that in the
resolution of the Legislative Assembly, quotedin
paragraph 1atthebeginning of the report, the very
first matier mentioned for enquiry is "the eco-
nomic condition of the various classes of the
people of India”. As the various classes of people
do not live apart but are mixed together in their
economigc life, we presume that in both cases the
real intention is that the proposed survey should
deal with the economic condition notonly of the
various classes of Lthe people butalso collectively
of specific geographical or administrative units,
large or small, of whichthey are the residents, and
the country as a whole.

Moreover, there are certain statistics of eco-
nomic significance, such as, finance, trade,
transportation, etc., which can be collected only
for a province or for the country as a whole. Their
influence on the economic condition of indi vidual
classes can only follow from the results deducted
for a province or for the whole country.

We have carefully studicd the debates of the
Legislative Assembly and of the Council of State
peraining to the resolutions which led to the
appointment of this Commnittee and we also made



364

it a point, at our conference with the members of
the two Houses of the Central Legislature, in April
last, toascertain the views of those who had taken
partinthe debates. We are confirmed in our belicf
that the interpretation we have put on the terms
of reference is not only consistent with a scientific
treatment of the subject but is also in consonance
with the views of the Honourable Members who
initiated the demand for an economic survey.

We have seen in the preceding chapters that the
existing statistical material is not sufficient to
enable an estimate to be framed regarding the
economic condition of the various classes of the
people or of any administrative unit or units. We
have also made our reccommendations under cach
head as to the extent to, and the manner in, which
the existing material may be supplemented by
improving the statistical data at presentavailable
or by collecting additional information by ncw
methods.

In order 1o devise remedics or reforms on a
comprehensive scale, the entire economic fabric
of the country should be closely sifted by asurvey.
For carrying out such a survey an effective
organization, acontinuously functioning staffand
rules and instructions based onforcign expericnce
as adapted to local conditions, will have to be
brought into existence and adequate {unds pro-
vided for putting the proposals into practice. In
what follows we shall bricfly outline a scheme
which embodies all these characteristics and
which is designed o give a progressively correct
estimate of the truc cconomic condition of the
country and its people.

1. Classification of the Population

The question of the classification of the pop-
ulation for purposes of an economic survey has
next to beconsidered. A recognized classification
is necdcd mainly for the presentationof the results
of the proposed intensive studies. Various sug-
gestions have been made by witnesses cxamined
by us. Somec have advocated the adoption of the
occupational classification of the population
census with certain specificmodifications. Others
have proposed classification with refercnce to
income, while one witness has suggested a double
classification based on both occupation and

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

APRIL-JUNE 1995

income: We consider that the statistics of income,
wealth, costof living, etc., should be collected for
the twelve occupational classes, adopted at the
last population census, which are based on a
scientific scheme prepared by M. Jacques Ber-
titlon in 1890. We do not recommend any mod-
ification in the grouping as that would clash with
the occupational figures collected at the last two
population ccnsuscs. The only alteration we
would suggest in that classification is that the
class "exploitation of animals and vegetation”
should be sub-divided into two main classes,
namely, (1) agriculture and (2) ‘forms of
exploitation of animals and vegetation other than
agriculturc’. We reccommend that the distribution
by occupations or callings, should be further
sub-divided according Lo income under seven
standards or grades; in other words, that income
should be ascertained under the 13 heads of
occupation and under 7 classes of income, as
shown in the following table:-

We have in this table classified the population
into vertical divisions on the basis of occupational
differences,and into horizontal ones according to
economic well-being or status, We have sug-
gested 7 grades of income but we have sub-
divided the 4 lower grades into (1) labourand (2)
classes of pcoplec other than labour. In the
preliminary stages of the survey, it should be
sufficient if this double classification is used for
presenting the figures of income.

72, Economic Zones

At the last population census, provinces were
apportioned into certain large natural divisions
bascd on their physical features, climate and
rainfall. Thesc divisionsare not strictly economic.
But considering that figures of population,
occupation, etc., have been published for the
divisions in question at the last two censuses, we
sec no reason why statistics of economic condi-
tion should not be wabulated for such homoge-
ncous tracts. In the ordinary course zones can be
dctermined only after, and as a result of, an
cconomic survey and, in view of varying indus-
trial and agricullural opporiunitics, economic
ronesmay notcoincide with divisions whichhave
similar physical characicristics. Butwe havebeen
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told by expert witnesses that, to enable general-
izations to be made from intensive studies in
limited areas, such studies must be made in parts
of homogeneous tracts. Within a district there are
tracts homogeneous with regard to conditions of
rainfall, fertility, communications, etc. Variations
in the outturn of land belonging to one class and
the conditions of life in similar occupations within
such a tract are more or less identical. These
distinctions arc brought out al the periodical
settlements in what are known as assessment or
revenue circles. Inour opinion the revenue circles
represent the smallest economic zones and the
provincial natural divisions the larger ones. We
therefore think that statistics should be collected
originally for the village, town or city, and then
successively for the assessment or revenue circle,
thetahsilor taluk, \he district, the larger economic
zone and the province, the statistical data for rural
and urban areas being kept quite distinct. We are
of opinion that for our larger economic zones, the
provincial natural divisions of the Census Report
of 1921 may be adopted. The Provincial Gov-
ernments concerned may make such modifica-
tions as they may consider necessary, provided
that the utility of the figures tabulated at the last
two population censuses is not impaired.

73. Methods of Survey - Suggestions Examined

Before proceeding to describe the methods of
survey, which we have foreshadowed in the
preceding chapters, we consider it necessary to
make a brief reference to certain suggestions put
forward by some of the witnesses in this con-
nection. There is a school of experts who do not
believe in any extensive enquiries or the
collection of any data whalever for the provinces
or the country as a whole. Their apprehension is
that any collective data would be liable to mis-
interpretation. They advocate nothing but inten-
sive studies on various subjects, in various tracts,
with the sole object of ascertaining facts and
without any immediate end orresultin view. They
would go on prosecuting these studies until such
time as a repetition of similar resalts may lead to
inferences. Some of these witnesses consider that
it may take at least twenty years beforc it is found
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possible Lo obtain a reliable picture of the eco-
nomic condition of the country. Others consider
it impossible to measure certain forms of
production accurately and would therefore not
attempt 1o ascertain total production. They would
content themselves with statistics of production
where they could be recorded with perfect accu-
racy. Their fear seems to be that comparisons with
the figures of other countries might place the
Indian conditions at a disadvantage.

There is another school of economists who want
production to be ascertained by a central statis-
tical organization but would like all intensive
studies in regard to tests, such as, income and
wealth, to be conducted under the guidance of a
separate body of the type of the Punjab Board of
Economic Enquiry without any connection or
co-ordination between the two organizations.
They want results of intensive studies to be
published for each village separately, but do not
wish the results to be put together or published,
even in the provincial publications. We need
hardly say that we do not agree with any of these
suggestions. While we appreciate the importance
of intensive studies and wish to aim at the max-
imum of accuracy, we think we should follow the
example of the Dominions in preparing estimates
and obtaining approximate figures for general-
ization where strict accuracy is not possible of
attainment. We should not refuse the guidance
which approximate figures may give, because we
are unable to obtain strictly accurate figures fora
long time. We are also strongly of opinion that all
work connected with economic survey should be
co-ordinated and guided by one central authority
instead of being split up into two or more
unconnected, water-tight compartments.

74.The Commitiee’s Proposals

Asremarked in paragraph 40, we do notpropose
to deal, in our scheme, with the collection of
general statistics falling under Class 1 for which
the material already published is more or less
complete. 'We shall confine our proposals to
subjects falling under Classes IT and I11 dealt with
in Chapters V and VI respectively. These are:

1. collecting statistics of production, and
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2. preparing estimates of income, wealth, etc.
75. Production Statistics

We have proposed in paragraph 41 that com-
plete statistics of production of all kinds should,
as far as possible, be collected under each of the
following heads:-

(a) Agriculture,

(b) Pasture and Dairy Farming,
(c) Forests,

(d) Fisheries,

(e) Mines,

(£ Large Industrics, .

(g) Cottage Industries.

So far as large industries are concerned, the
annual statistics should be supplemented quin-
quennially by a detailed census of production.
Figures of production of all kinds will be
obtained through Government dcpartments by
means of the existing agency or additional special
staff to be entertained for the purpose, as will be
explained in the next chapter. It would be idle o
attempt absolule mathematical accuracy in
obtaining the figures of production. In the words
of Dr. Bowley.* "There is not in existence a
perfectly accurale measurement, physical or
economical, just as there is no perfectly straight
line or perfect fluid". Evenin countries with much
greater resources, where the population is literate
and particulars of production in all branches are
gathered by the issuc of schedules to honorary
correspondents, it is not found practicable to
collect all the schedules issued and the figures of
productionare often based upon inferences drawn
from as many schedules as are received in time -
the number in some cascs not exceeding 25 to 50
per centof the total. Wherever, therefore, it is not

* Elements of Statislics, Second Edition, page 199.
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possible toobtain actual figures of production, we
should try toarrive at as reliable an approximation
to them as possible.

76. Estimates of Income, Wealth, Cost of Living,
elc.

We attach great importance to intensive studies
for the purpose of asceriaining the income,
expenditure, wealth, indebiedness, etc., of the
various classes of the population. Several such
enquiries have been made in the past few years,
(paragraph 61) and some valuable work has been
done in this connection.

The publications on village studies, such as
those of Mr. Bhallaand Dr. Lucas (Punjab), Major
Jack (Bengal), and Dr. Gilbert Slater (Madras) are
very elaborate and are more or less in the form of
village gazetieers dealing not only with the eco-
nomic and social life of the pcople, but also with
the climatic conditions, natural resources, etc., of
the villages dealt with, The minute information
contained therein is most useful in ascertaining
the detailed condition of each village. Such
detailed enquirics may bc necessary for other
specific purposes but, in our opinion, they are
somewhat too claborate for our purpose, i.e., for
the purpose of ascertaining the general economic
condition of the various classes of the people and
the causes which contribute to their poverty or
affluence. One of the witnesses (Professor H.
Stanley Jevons of Burma) aptly remarked. "Tobe
quitc frank, my own fecling is that we have
already had too many studies of an intensive
character in India with a view to ascertaining the
condition of people in certain isolated spots and
a great elaboration of such enquiries would not,
to my mind, serve any uscful purpose”.

77. Subjects for Intensive Study

In our opinion, the intensive studies should
comprise cnquiries into the following broad facts
concerning cvery houschold (which should be
taken as the unit) included in the survey:-
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1. Income, from
(a) land,
(b) trade,
(¢) industry, étc., and
(d) other sources.
2. Expenditurc
(a) food :
(b)other necessarics, e.g., clothing, rent,etc.,
and
(c) extraordinary expenscs.
. Wealth '
(a) value of landed property,
(b) value of house property,
{c) value of other property, including furni-
ture, implements, tools etc., and
(d) investments, cash, jewcllery, ctc.,, (if
possible). :
4. Indcbtedness
(a) debts secured by mortgage,
{b) unsecured debts, and
(c) causes of indebiedness.

The cnquirics into expenditure should cnable
standards of living and the costof living of various
classes 1o be determined. In towns and industrial
centres, the urban investigators might also devote
attention to studying labour conditions in large
industries.

Questions and instructions on the subjects can
be prepared for cach province, according to local
conditions, on the lincs of the excellent ques-
tionnaire drawn up by the Punjab Board of Eco-
nomic Enquiry. The information will be collected
with reference to the classification proposed in
paragraph 71,

18. Method of Intensive Studies Explained

The intensive studies should be directed
towards ascertaining the condition of the different
classes in each village and of the village as a
whole. Judging from the opinions given by wit-
nesses, we are inclined (o think that, with only
four subjects cngaging his atention, an
investigator should be able 1o collect information
for five families in a day, i.e., he should have no
difficulty in dealing with an average village of a
hundred (amilics in 20 working days. Family
budgets have been collected sometimes in even
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shorter periods, but after examining the publica-
tions and the evidence recorded on the subject,
we arc of opinion that, to secure reliable
information, the investigator, if not himself a
resident of the locality, must become quite
familiar with the people of village under study
and win their confidence. We, therefore, think that
he should, instead of completing his enquiries in
onc village in, say, a month, keep a group of 12
villages under observation and investigation for
a whole ycar and, at the end of it, submit a brief
reportof the results. Similarly, in urban tracts, the
number of houscs to be dealt with ina year should
remain under study throughout that period. The
statistical conclusions should be embodied in an
abstract appended to the report. From these
abstracts it will be possible to compile statistical
results, under the four heads mentioned above, for
allthe villages investigated. The statistical results
so obtained from the enquiries should, we think,
be published from year to year with the annual
provincial statistics, and, in every succeeding
ycar, the results of the previous year's investi-
gations should be shown alongside for compari-
son. These results will, in course of time, afford
a basis for generalization as to the distribution of
income and wealth as also to the distribution of
taxation, imperial, provincial and local and its
relation to the income. The selection of villages
for intensive study should be made every year in
consultation with the Board of Economic Enquiry
and the local officers. We would advise groups of
adjoining villages to be sclected by turn in the
differenttahsils of a districl. Within the ¢ahsil the
groups should be taken by rotation from the
different assessment (revenuc) circles, Informa-
tion should, however, be collected for whole
villages. For purposcs of intensive study, a town
should, we think, be divided into homogeneous
blocks, as far as possible and, withinthose blocks,
houses should be sclected by what is known as
random  sample.  Information regarding
indebtcdness will not be required in towns and
there will be some rural tracts which may be in
100 prosperous a condition to need this class of
investigation.  While, therefore, enquiries
regarding income, expenditure and wealth should
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be included in the gencral programme,

indebtedness need be added only in the casc of

special classes or tracts. -
79. Special Investigations

Another subject for special investigation is the
fragmentation of holdings, the latier being often
sominutely sub-divided as tomakeitunprofitable
for any onc to cultivate the arca.

A number of witncsses brought to our notice the
fact that the question of unemployment among
the lower middle classes demanded special
investigation at the present time. The clerical
classes are said to be suffering from lack of
employment. The condition of depressed classcs
also neceds investigation. A (ew important wit-
nesses brought 10 our notice that there was per-
ennial under-employment in. rural arcas on
account of the 100 exclusive dependence of the
population on agricultire and the uncertainties of
the seasons. Each such matier may form the
subject of special enquiry through the Statistical
Department. Any special cconomic deficiencies
in specilic geographical arcas, for example, arcas
subjcct to malarial fevers or any special disabi-
litics from which particular classcs of people,
such as the weaver class, may be suffering, may
also form the subject of special enquiry with a
view to the adoption ol suitable amcliorative
measures. :

Besides the intensive enquirics on the four
general” subjects mentioned in the preceding
paragraphs, spectal enquirics into any subjects of
local importance which the Provincial Govern-
ment may prescribe from time to time, may be
undertaken by the Provincial Statistical
Department. For such special investigations, the
investigating staff alone will have o be
strengthenced, the Provincial Government making
additional financial provision for the purpose.
Ordinarily, no increasc in the supcrvising staff
will be necessary.

80. Extensive Surveys for Income and Wealth
Apart from investigations into wealth by

intensive studics, we propose thatestimates of the
collective private wealth and national wealth may

INDIAN ECONOMIC ENQUIRY COMMITTELE

369

be prepared by the inventory method as far as
practicable, as described in paragraph 64. Wealso
recommend that statistics of income-tax should
continue 10 be published with the details which
we have suggested in paragraph 62,

81. Wages and Prices

Wagcs and prices form a class by themselves,
The methods by which they should be ascertained
have been described at length in Chapier VIand
nced not be repeated here, Bricfly stated, the
statistics of wages for large industrial establish-
ments should be collected by the Industries
Department, those for mining csiablishments by
the Chicl Inspector of Mines and particulars
relating to rural and other labour by the Revenue
Department. Annual returns should be prepared,
showing the rates of wages prevailing in each
month, A census of wages should be taken
quinquennially. Prices, both wholesale and retail,
should be collected by the Revenuce Department.

82. Centralization of Statistics

Inrecent years, there has been a strong tendency
towards centralization. of statistics in all the
Dominions of the British Empirc. In Australia the
Federal Burcau of Census and Siatistics was
created in 1906 and the Federal and State Gov-
ernmentshave been in favour of asingle statistical
authority cver since. A censusand statistics office
was formed in New Zealand in 1915. A central
statistics office was created in 1917 forthe Union
of South Africa. A Dominion Bureau of Statistics
was established in Canadain 1918 constituting a
comprchensivecentral statisticaloffice, all purely
statistical work being brought by transfer under

“its immediate direction.

- ‘Statistics’ isalrcady acentral subject in British
India; a central statistical office has been in
existence for several years, although as a result of
the recent retrenchment policy, it was reduced in
status and strength and subordinated to the
Dircctor-General of Commercial Inelligence.
The statistics published by the central office are
collected, for various objects, by the several
departments of the Provincial and Central Gov-
crnments, but there is no distinctive connecting
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link and no real co-ordination between them,
What is more important for our purpose is that
they are not designed to give an indication of the
true economic trend of the people or of the status
of British India as an economic unit.

If the statistics of British India are to be main-
tained in a satisfactory manner in future so as to
form a basis for building up the economic policies
of the country, all work in that connection should,
as in the Dominions, be co-ordinated and cen-
tralized. The aim should be to provide acommon
purpose and a "central thinking office” on the
subject of statistics and to bring the statistics of
all the departments, both of the Central and of the
Provincial Governments, under the supervision of
one central authority who should be the adviser
of Government in statistical matters,

Those statistics which are partly departmental
and partly cconomic may continue to be compiled
by the departments concerned but they should
come under the lechnical guidance of the central
statistical authority. The purcly departmental
publications which do not contain any material
required for the economic purposes of the Central
and Provincial Governments may be left to the
departments concerned.

83. Legislation

The proposed scheme of economic survey
should, if itis to secure enduring success, have its
organization defined by law. Legislation is nec-
essary to bring into existence an all-India system
of statistics. It has been said that there can be no
statistics without legislation. The object of leg-
islation connected with the proposed scheme
should be two-fold, namely (1) to place the whole
statistical organization on a legal basis, and (2) to
ensure or facilitate the collection of correct eco-
nomic data from individuals and firms. For the
latter purpose, it would be necessary for officers
topossess legal powers of compulsion howsoever
mild. The datato be collected in most cases being
such as cannot be obtained except from the
individuals and firms concerned, it is necessary
to legalise the demand. The exercise of the power
of compulsion must be vesied in certain officers
and consequently the legislative measure to be
adopted must recognize the whole organization,

JOURNAL OF INDIAN SCIHIOOL OF POLITICAL ECONOMY

APRIL-JUNE 1995

define the principal duties of the various officers
and the subjects on which enquiries may be made
or information refused, While arming the officers
with the necessary powers to compel persons o
supply information, it will be necessary to give

.guarantees to individuals and firms against any

direct or indirect disclosure of the information
obtained from them under the seal of official
secrecy.

It has been suggested that the objects in view
can be secured by an executive order without
recourse lo legislation. But an executive order
cannot provide the powers of compulsion, nor can
an organization resting on a mere executive order
have any permanent foundation, for it would be
open at all times to modification or termination
by another similar executive order.

Legislative enaciments relating to statistics
have been passed in the United Kingdom, the
Dominions and other foreign countries. In India,
the Census Acts already invest officers with the
powers of compulsion needed at the population
censuses, even though the enquiries in that con-
nection are not such as to rouse opposition or
resentment.

We suggest that among other things, the fol-
lowing provisions should find a place in the Bill
which may be drawn up on the subject:-

(1) Establishment of Central and Provincial

Bureaux.

(2) Appointment of officials of all grades.

(3) Appointment and functions of Advisory
Commiltees.

(4) Powers of a Bureau to obtain information
from individuals and firms and from the
various departments of Government.

(5) Matters concerning which information may
be collected annually or periodically.

(6) Obligations on the part of individuals and
firms to make true returns, to answer rele-
vant questions and to allow inspection of
records conlaining relevant information,

(7) Conditions under which information of a
specificd nature may be refused.

(8) Guarantee of secrecy for retums and
answers.

(9) Penalties for failure to carry out the
obligations imposed and for unauthorised
disclosure by officials.
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(10) Publication of information collected.
(11) Power of Central and Provincial Govern-
ments to make rules, etc.

The legislative measures we have proposed may
also conveniently embody provisions relating o
the decennial censuses of population, thereby
obviating the necessilty of passing an Indian
Census Act every ten years. The new measure
may, as in the Dominions, be called the Census
and Statistics Act.

CHAPTER VII

SCHEME OF ECONOMIC SURVEY -
ORGANIZATION

84. Central Bureau

No great results can be achieved without
organization. The proposal for centralization of
statistics which we have emphasized in paragraph
82, will necessitate the creation of acentral office,
presided over by an officer who will be respon-
sible for the collective presentation of statistical
data for the whole of India, and for laying down
the broad lines on which such material and data
may be collected in the provinces so as to ensure
asound uniform system. This office may suitably
be called the Central Statistical Bureau. The staff
should, in our opinion, consist of a Director of
Statistics with two Assistants, one of the latter
being entrusted with economic statistics proper
and the other with statistics of all other kinds. The
office should have an establishment of one
superintendent and some fifty clerks (including
typists), with the requisite menial staff,

The duties of the Central Bureau would be:-

(1) to arrange for, supervise and control the
taking of periodical censuses, such as those
of population and large industrial estab-
lishments, and industrial wages;

(2) to collect annually, or at shorter intervals,
statistics relating to the economic condition
of the people, such as, production, income,
expenditure, wealth, prices, etc., either
through Provincial Bureaux or direct from
the departments concerned;
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(3) to collate, scrutinize, tabulate and summa-
rize the information collected and to publish
itin a presentable form;

(4) to compile and publish a Year Book on the
lines of the Dominion Year Books, with the
co-operation of the Director of Public
Information;

(5) to supply statistical information to Gov-
crnment and the public, when requested to
do so; and '

(6) to undertake special statistical enquiries for
Government when necessary.

The Director of Statistics should be an officer
of broad sympathies and outlook and should have
had practical training in statistical methods. With
a view to arouse public interest in the subject and
locnlist public sympathy with the department, his
appointment should, preferably, be subject to the
vote of the Central Legislature. Each of his
Assistants should be a trained statistician or
economist and at least one of them must have
sufficient experience of local conditions, In
connection with the census of population which
is taken decennially, the future Director of Sta-
tistics should be able to discharge the duties now
performed by a Census Commissioner. At each
such dccennial census he might be given, for a
period of about four years, a competent Assistant
who would deal exclusively withthe census work.

Before formulating our proposals for a Central
Bureau and for the adoption of Centralization of
Statistics as a dcfinite policy for the future
(paragraph 82), we had the advantage of dis-
cussing the problems of statistical organization
with the Hon’ble Mr. T. D. Chadwick and with
Mr. C. G. Freke, 1o both of whom we are indebted
for much useful advice. The information which
has been kindly furnished by them is treated as a
part of the confidential evidence recorded by the
Committee.

85. Provincial Bureaux

Each province should have, for the collection
and compilation of statistics, a similar office

which may be termed the Provincial Statistical

Bureau. It should be presided over by aProvincial
Statistician with one Assistant for head-quarters
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and a number of Assistants, usually onc forevery
Revenue Division, for the supervision of work
which will be carried on in the districts. Weagree
with Professor C. J. Hamilton of Patna in thinking
that the Provincial Statistician should possess a
high degree of local knowledge more than high
statistical qualifications. The office establish-
ment should consist of one Superintendent, and
some thirty clerks with the usual menial staff, The
headquarters Assistant, who may be called the
- Personal Assistant, should be atrained cconomist
or statistician with a knowledge of local condi-
tions.

All statistics relating to a province should be
collected locally under instructions issued by the
Provincial Bureau; but figures concerning min-
eral production may, as at present, be collected
by the Chicf Inspecior of Mines, and thosc
relating to individual [actorics may be submitied
direct to the Central Bureau, if thé owner or
manager of a factory prefers such a course.

When censuses of large industrial establish-
ments and of wages are being taken with the help
of the Department of Industries or the Provincial
Labour Office, the Provincial Burcaux will
probably require a few additional clerks to deal
with the issue of the schedules and the compila-
tion of the returns received from the factories
through the Department of Industries. The census
of population, which is a large ecnough subject in
itself, must be dealt with by a separate estab-
lishment and scparate financial provision as
heretoforc.

86. Advisory Boards

We think it would be a great advantage 1o
associate advisory boards with the officers
charged with the work of economic survey. This
proposal is favoured by a number of high officials
and university professors. It is proposcd fater
(paragraph 102) 10 make the Dircctor of Statistics
and the Director of Public Information joindy
responsible for the compilation and publication
of the Year Book which will embody the results
oftheeconomic enquiries throughout the country.
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It may be convenient to utilize the existing Pub-
licity Advisory Committee to serve at the same
time as an advisory body for the proposed
statistical organization.

The Publicity Advisory Commilttee

The committee, it is understood, consists of 16
members, including 4 officials and 12 non-
officials, with the Home Member of the Gov-
crnment of India as its President. It should be
possible to strengthen this Committee by the
addition of four members - two officials and two
non-officials - with cconomic or statistical
experience. The Dircctor of Statistics should be
onc of the two official members, The committee
so cnlarged would assist the Director with advice
as to the details of the information to be collecied,
and the methods 0 be employed in collecling
them. They might also be asked to offer their
criticism on the Year Book, when ready, before
it is submitted for the approval of Government.

87. Provincial Boards of Economic Enquiry

A Provincial Board of Economic Enquiry
should be established in every province. The
Provincial Statistician should be a member of the
Board and its Personal Assistant might act as its
Secretary. The Board should consist of members,
both official and non-official, and their functions
should be 1o advisc the Statistician as regards the
details of his dutics and, if necessary, to co-
operate with him in the supervision of work
connecied  with  cconomic  research. The
non-official members should be paid a fee for
attending the mectings at all cvents, for the first
few ycears.

Some wilnesses have deprecated the division of
the Boards of Economic Enquiry into rural and
urban scctions. We agree that the Board should
giveequalaltention 1o matters rural and urban but,
where a Board undertakes 1o supervise the
intensive studies, there should be no objection to
such an arrangement, if it is calculated to make
the supervision more cffective.
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88. Assistants to the Provincial Statisticians

We have proposed that each Provincial Statis-
tician should be given a Personal Assistant and in
addition one Assistant for each Revenue Division
(comprising 5 to 6 districts). These Assistants
should be graduates in economics with some
previous practical training in economic enquiries,
if possible. They should be natives of the prov-
ince, thoroughly conversant with the ways and
manners of the local population. Each of these
Assistants should have a senior and a junior clerk
and two peons atiached to him. He will have 10
supervise, as will be explained in the sequel, 15
to 18investigators cngaged on intensive enquirics
and, at the beginning, some 20 or 25 inspectors
employed in collecting production statistics. The
number of the latier, viz., inspectors, will be
reduced to 10 to 12 after the {irst two ycars.

89. Two Distinct Agencies in Each District

Two distinct agencies for collecting economic
data will be employed in each district, viz., (1)
inspectors and tahsil clerks - the inspectors for
collecting statistics of production other than those
periaining Lo agriculture, forests, mincs and large
industries, and the clerks for compiling the sta-
tistics of agricultural production - and (2} inves-
tigators who will collect, by intensive study, data
relating to income, wages, costof living, wealth,
indebtedness, elc., in individual villages and for
classes. The former additional staff will be under
the Revenue Department subject to the guidance
of Assistant Statisticians; while the latter, though
forming part of the statistical department and
acting entirely under the control of the Assistants,
should neverthcless be associated in some degree
with the Revenue Department.

90. Agencies for Production Statistics

The agencies for coliecting production will be
as follows:-

The statistics of agriculwral and forest pro-

duction will be supplicd by the Revenuc
Department  and the Forest  Depariment,
respectively.
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The production from Government monopolies,
such as, opium and salt will be ascertained
through the depariments concerned. Similarly,
the figures relating to production of large indus-
trics will be collected and furnished by the
Industries Department, and those relating 10
mineral production by the Chicf Inspector of
Mines or the Dircctor of Geological Survey. The
principle to be observed is that the primary data
should be collected by the department which has
most 1o do with them,

91. Agency in Districts Inspectors

Information relating to other forms of produc-
tion, e.g., cottage industrics, pastoral, dairy and
fish production will be coliccied by a suitable
number of inspectors appointed cspecially for the
purpose, and working under the Revenue
Department. To begin with, one inspector may be
posted to cach tahsil (or t:duga), but the number
will be reduced afier the first two years to two
inspectors per district. These inspectors will be
drawn from the revenue inspector class known as
the Kanungo in the Punjab, which has greater
facilities for getting into touch with the people
andis more likely 10 getreliable information from
the masses than even trained economists on very
much higher pay. These inspectors should be
treated as an additional Revenuc staff.

It will be necessary to associate local agencies
with the inspectors tor the purposc ol ascertaining
the total production of cottage industries, etc, A
simple form will have 10 be devised on which a
record of the production from various sources
should be kept from month to month. The local
agencies 10 be employed should be:-

(1) the co-operative socicty, if any, in the
village,

(2) the panchayai, if any

(3) invillages owned bya single zemindar, the
zemindar’s agent, and

(4) failing all these agencics,
accountant,

The local agent, whoever he is, can, without
difficulty, ascertain at the end of each month the
production of the local cottage industries together
with the different kinds of pastoral and other
misccllancous products. When the inspector goes

the .village
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round the villages, he will be able to check this
record by personal interviews with the owners of
cottage industries, and the persons concerned
with the other products. In this manner, it should
be quite easy for him to form a fairly correct
estimate of production of various kinds, other
than agricultural, in the village.

In the first year, when these records will be
newly started, the inspector will not have the
advantage of monthly records but will have to
depend entirely upon personal enquiries. He may
have to prepare an estimate of production by
working out an average on the basis of figures for
one-or more months, or he may have to estimate
the outturn merely with reference to information
which he is able to collect during his interviews.
For this purpose the staff of inspectors may be
doubled for the first two years. The experience
gained in the first year and the figures recorded
by the local agency from month 10 month will
greatly facilitate the work of the permanent staff,
in future years,

92. Supervision by Tahsildars

The tahsil officer, whose duties have become
somewhat lighter owing to the transfer of the
income-tax work to the new Income-Tax
Department and the district board work to the
local bodies, and who may possibly be relieved
of judicial work in the future, should not find it
difficultto supervise the work of these jnspectors.
The work will not be of an intricate nature. On
the contrary, it will involve the collection of
information with which the tahsildar will be quite
conversant. The fact, moreover, that the inspec-
tors will be working under the supervision of the
tahsildars will provide the former with the
backing of authority which they will need in
persuading people 1o give reliable information.
We do not think that any other agency will be half
so successful in achieving the object as the one
we have proposed. The staff will, however, need
a certain amount of technical guidance, the suc-
cess of their work depending upon the initial
training given to them and the detail and lucidity
of the instructions issued by the Provincial Stat-
istician and his Assistants for their guidance, The
compilation of statistics of agricultural and other
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miscetlancous production will be made in the
tahsil office by a special assistant clerk (para-
graph 52).

93.Investigators

The intensive enquiries for ascertaining
income, expenditure, wealth, indebtedness, etc.,
involve patient and intelligent observation. They
should be conducted by qualified investigators
specially employed for the purpose. These
investigalors should ordinarily be graduates,
under-graduates or retired revenue officers with
special aptitude for economic investigation.
Graduates in economics have done work suc-
cessfully and University students have made
themselves useful under the guidance of their
professors. We think that some of the retired
revenue officers will, with a litde preliminary
training, prove cqually useful. The co-operation
of University professors and students should be
enlisted as far as possible in economic research.
For enquiries relating to indebtedness, the help of
the co-operative societies will be most valuable.

94. Intensive Study in Urban Tracts

For the rural tracts we have estimated (in
paragraph 78) that one investigator will be able
to deal with some 1,200 families in a year, i.e.
with a population of 5,000 to 6,000 souls. The
enquiries in towns will be much more difficult
and, even when the investigators are local men,
they will notfind it so easy tocollect the necessary
information concerning income or wealth. Weare
therefore of opinion that an investigator will not
be able 10 secure data for more than 50 families
in a month or 600 families in a year, ie., a
population of 3,000 souls a year. The total urban
population of the Punjab was found at the recent
censustobe 22,12,191,and there being 146towns
in the province, the average population per town
was 15,152, The average number of towns per
district was five. We are of opinion that the survey
in towns should be conducted on the basis of a
random sample of onc house inevery five in each
town. One investigator should therefore be able
todcal on an average with one town inayear, i€.,
with 20 per cent of the urban population of an
average district; but, since his studies relate o a
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sample of one in five, the results of his enquiry
will really represent the condition of only 4 per
cent of the total population. In five years, a staff
consisting of one investigator per district should
be able to complete the survey of all the towns in
the province and accumulate data for 20 per cent
of the town population. The urban population is
howevernot equaily distributed over the districts.
While, therefore, two or three investigalors may
have to be employed in a city like Lahore, one
investigator may be able 1o deal with the urban
population of more disiricts than one, taking the
towns in each district in alternate years. In this
way a provision of one investigator per district
for urban survey will enable the Provincial
Bureau to make the necessary adjustment of staff
needed for large towns and cities, requiring spe-
cial treatment. We therefore, think that 29
investigators should suffice for intensive study in
urban tracts in a province like the Punjab.

95. Intensive Enquiries in Rural Tracts

We have proposed in the preceding chapter that
an investigator should dcal with a dozen villages
in a year. We propose that two investigators
should be employed for dealing with rural arcas
in each district. Taking the average number of
viilages per district to be about 1,000, these two
investigators should be able to deal every year

with 24 or 25 villages, i.e., with about 2% per cent

of the rural population,
96. Generalization from Results

We have been told by various witnesses that
results pertaining to 5 per cent of the total pop-
ulation can justify gencralization as to the con-
dition of the population as a whole. We have
shown in paragraph 94 that one investigator per
district will complete the collection, every ycar,
of data relating to 4 per cent of the urban pop-
ulation or 20 per cent thereof if a random sample
of one in five is presumed to present a reasonably
reliable picture of the whole. We have also stated
in the preceding paragraph that two investigators
working in the rural areas of a district should be

ableto collectannually data relating to 2 % percent
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of the rural population. But, although we propose
that from the second year onward, when statistics
relating to 5 per cent or more of the population
will be available, the Provincial Statistician
should begin to generalize from the figures, we
think such conclusions should be taken for what
they are worth. As the results of the investigation
become available in each succeeding year, the
inferences drawn as to the general condition of
the classes, and tracts would become more and
more reliable. The statistics should be reviewed
every five years. In the course of ten years, we
should have data relating to 25 per cent of the
population and although conditions may vary
from year to year, and by the end of the tenth year
the condition of the villages examined in the first
year may have altered materially, yet the figures
whren taken for large tracts will afford a basis
which will not be far removed from the reality,
and the use of index numbers will enable the
accumulated results to be reduced to a common
denominator, There will be three investigators on
the average in cach district. It is of the utmost
importance that their work should be closely
supervised by the divisional assistants to the
Provincial Statistician.

97. Village Help 1o Statistical Staff

The inspectors for production statistics will, as
stated in paragraph 91, make use of local co-
operative socictics or panchayats as far as pos-
sible. Where no such body exists and the services
of the village accountant have to be requisitioned
for keeping the record of miscellaneous produc-
tion, it will be advantageous to nominate, for the
purpose of assisting him in maintaining the
record, a small committee consisting of the vil-
lage headman, one or twoleading and, if possible,
literate zemindars and the local schoolmaster or,
where there is no school, the local shopkeeper.
The investigators engaged in economic research
should, in our opinion, be invariably assisted by
a small committce consisting of the village
accountant, the villageheadmanand afew leading
residents of the village under survey. These
committees can be casily brought into existence
through the tahsildar.
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98. Ulilizing the Stwff of Other Government
Depariments

Where the Indusiries Department has a Super-
intendent of Cottage Industries as in Burma or
Divisional Supcrintendents (or Inspectors) as in
the United Provinces, dealing with cottage
industries, their scrvices may be utilized for
collecting information regarding production from
thatsource. In some provinces, grazing inspectors
have been appointed. These could probably help
in collecting information regarding pastoral
products. Similar staff of other departments, e.g.,
the Co-operative Credit Societies Department
might, if available, be made use of on payment of
small special allowances, where nccessary.

99. Prices and Wages

The statistics of prices, both wholcsale and
retail, and of wages prevalent in rural and urban
tracts, other than those of persons employcd in
large industries, should continue to be collected
by the Revenue Department. The method of
collecting the information should however be
improved, as suggested in paragraphs 67 and 69.
Statistics of wages relating to large industrial and
mining cstablishments will be collecied by the
Director of Industries and the Chief Inspector of
Mines, respectively, as suggested in paragraph
81.

100. Amalgamation of Existing Labour Offices
with the New Provincial Bureaux

We have, in Bombay, a Labour Office with a
Director at its head, which is said to be costing
about Rs 1,15,000 per annum. In the Madras
Presidency, there is a Labour Commissioner with
a large stalf and, in Burma, a Labour Commis-
sioner has just been appointed. In each of thesc
provinces, the Labour Office may be
amalgamated with thc ncw Siatistical Bureau. In

~ these three provinces, an organization alrcady
exists to form the nucleus of a Provincial Bureau
and the duties being cognate, the suggested
amalgamation will result in considerable econ-
omy of expenditure,
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101, Suggested Amalgamation of the Posts of
Director of Land Records and Provincial Statis-
lician

In some provinces the post of Provincial Stat-
istician may be uscfully combined with that of the
Director of Land Records whose work, we have
been told, is by no means (oo heavy. Moreover,
the bulk of the information 1o be collected in each
province will relate to agriculwral production.
The tendency of recent years has been to transfer
the work connected with the crop forecasts, etc.,
10 the Agricultural Dcpartment, but we have
found that the Director of Agriculture is generally
a scientific man who is interested more in the
devclopment of agricultural processes and
intensive cultivation than in the compilation of
statistics. The compilation of agricultural statis-
ticshasinthe pastbecen in the hands of the Director
of Land Records and, since the statistics relating
to the arca under crops still come to him from the
districts and are compiled in his office, he would
naturally be the proper person to superintend the
compilation intended to give the value of crops.
Indeed, both the Director of Land Records and
the Dircctor of Agriculture should participate in
the collection of economic data pertaining to
agriculture. The fixation of standards of yield and
the determination of the condition of crops each
year should be done by the Director of Agricul-
ture; while the Director of Land Records should
be responsible for the work of compilation.

Wherever it is possible o combine the two
posts, a substantial saving in expenditure can be
effected, and in that case an addition of as many
as thirty clerks to the existing staff may not be
found necessary. We have been told by a Director
of Land Records that he could undertake the
additional work if he were given two or three
assistants. With a Personal Assistant for statistical
work and an assistant for each Revenue Division,
he should find it easy to manage the double
charge..

102. Publications

The Commitice consider that an official India
Year Book should be published alter the model
ofthose issucd by all the Dominion Governments.
It should embody abstracts of all the principal
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statistics and form a compendium of official data
and information concerning the general, social
and economic conditions of the people. Atpresent
some of the descriptive matter which should go
into a Year Book is already given, as required by
the Government of India Act, in the publication
known as "India" issued by the Director of Public

Information. The new Year Book, if published, -

will form a handy companion volume to that
publication, For this reason we would recommend
that the proposed Year Book be brought out on
the joint responsibility of the future Director of

Statistics and the present Director of Public

Information.

The Year Book should also contain an abstract
giving production of all kinds under the following
heads: agriculture, pasture and dairy farming,
forests, fisheries, mines, large industries and
cottage industries; and another abstract giving the
results of intensive enquiries in regard to income,
wealth, consumption and indebtedness, with
detailsofthe numberof villages, in each province,
for which results arc collected. Cost of living
indices worked out in each province should be
broughttogether and the standards of living which
may have been ascertained should be given with
the necessary explanations.

Besides the Year Book which we have proposed
above, the Central Bureau of Statistics will con-
tinue to publish the usual statistical returns and
tables and such other reports, etc., as may be
considered necessary.

In some respects the statistics of British India
have long since attained, both in fange and
quality, a high state of development. As already
explained, they have not been hitherto designéd
toindicate the economic trend of the people. They
require to be suitably altered to meet this need.
Some additions have to be made, gaps in existing
statistics filled and inequalities remedied, so that
the whole may form a single thoroughlty co-
ordinated and harmonious system for the future,

103. Periodical Review of Swatistics

The statisticscollected fromyear to year should,
we think, be reviewcd once in five ycars and all
doubtful points examined. So far ag statistics of
production are concerncd, such a review will
enable an examination 1o be made of thc results
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of good and bad years collectively and make it
possible to arrive at conclusions based upon the
averages for the quinquennial period. Inregardto
wages and prices, the figures of five years can be
put together and compared with those of the
previous quinquennium with a view to observe
the trend of wages and prices.

As regards statistics of income and wealth,
generalizations might be. made from the data
collected during the quinquennial period. Simi-
larly, the conditions of specific classes of the
population brought to light by enquiries into other
matlers, such as, indebtedness, unemployment,
etc., might also be reviewed.

These reviews will be prepared, in the first
instance, by the provincial statistical authority
and eventually by the Director of Statistics. The
advisory bodies should have opportunities of
recording their opinionon the reviewsbefore they
are taken into consideration by the respective
Governments, Similarly, an annual review of the

-cconomic condilion should also be published.

This may be donc conveniently at the time of the
discussion of the succeeding year’s budgetin the
Legislature. Summarics of the budgets and the
essential statistics indicating the economic con-
dition of the people and the discussions thereon
might be published in a convenient form for the
use of the public.

104 Propaganda

In order 10 help the people to overcome their
anti-cconomic habits and traditions, it will be
necessary 1o underiake a certain amount of edu-
cative propaganda. We have proposed that sta-
of agricultural and ‘miscellaneous
production should be published in every village
(paragraph 52). We think that statistics relating to
all other forms of production in a village should
be supplied to the village accountant to be pub-
lished along with figures of agricultural produc-
tion. A simple form showing production of all
kinds from year to year may be prescribed. This
form might be pasted on a small wooden board
which should be hung up in some conspicuous
place in the village, c.g., the village chaupal
(mecting place). If the revenue officers and offi-
cers of the statistical department draw the atten-
tion of the villagers to these figures when they
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happen to visit a village and explain to them the
significance of the statistics, they will doubtless
arouse an interest among the people in the eco-
nomic aspect of their own life. At the same time,
the association of local committees, panchayats,
etc., with the work of collecting statistical data
(paragraphs 91 and 97) will have an educative
value. On the -other hand, the review of annual
statistics by advisory bodies will enable them to
direct the auention of the people, through the
press and from the plauform, to the more patent
economic deficiencics and 0 measures which
may be adopted for removing them,

Such propaganda will greatly help the country
1o obtain the fullest benefit derivable from the
scheme of economic survey which we propose in
this report. S

105. Economic Studies by Village Agency

Statistics of production are of as much impor-
tance for local improvement as they are for
national development. We consider it desirable
that the rural population, i.e., the population of
villages which contain an appreciable number of
literate inhabitants, should be instructed in the use
of elementary statistical data relating to produc-
tion, income and cost of living, so that they may
gradually imbibe the practical lessons which such
data convey. A suggestion has been made that the
villages should, with their own agency and at their
own cost, undertake the work of collecting eco-
nomic data concerning production, income,
wealth, expenditure, and indebledness and of
maintaining a record of purchases and sales
effected in the village with persons from outside
the village. Such studies are maintained with
beneficial results in some of the villages of Japan
in which production figures calcutated by the
village officials are exhibited graphically on
charts which are hung up in the village hall or
school. Many of thosc villages have increased
their production by mass-co-operation and by
emulating the example of more favourably
situated villages. We understand that there is a
record in that country of villages which under the
advice of experts have increased their production
four-foldor more in alittle over twenty years. The
consensus of opinion, however, is that under
present conditions the suggestion cannot be
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thought of in British India on any appreciable
scale, and that any attempt to saddle the villages
with a share of the cost of the enquiry is likely to
jeopardize the whole scheme. But there will be
no harm, in our-opinion, if we aim at inducing
villages to share the cost when they begin to
realize the benefits of the survey, or inviting them
to take over the whole enquiry concerning their
respective areas, when they feel they can do so.

-In the meantime, the proposals which we have

already made for associating local committees

with inspectors and investigators (paragraphs 91,

97) and the publication of the figures of produc-

tion, etc., in the villages will go a long way to

arouse interest in the subject and to educate the
villagers in the benefits of a village economic

survey. Such opportunities of self-improvement

may bring to light many unsuspected sources of

will and capacity in the rural population.

106. Indian States

The Indian States, many of which do not
maintain statistics according to any accepted
standards, are so interspersed with British terri-
tory that they will prove a handicap in any effort
at scientific measurement of the economic
conditions of the country as a whole. These States
contain two-fifths of the total area and between
one-fourth and one-fifth of the total population of
India. We are aware that some of the States
maintain statistics almost as complete as those
preparedin British India, but they are only notable
exceptions. In their own interest and that of India
as a whole, all the States might be invited, as they
have been in the past in regard to the population
census, to undertake similar economic surveys
and join British India in a common organization
for the collection of statistical data on an uniform
basis for the country as a whole. We understand
that the statistical department of the Government
of India has been training officers for Indian
States from time to time for statistical work, We
hope that the States will be willing to co-operate.

107. Early Beginning Recommended

We are of opinion that it is necessary to make
an early beginning with the economic survey. It
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is recognized by economists that such investiga-
lions are not expected to give minutely accurate
results and that the primary value of statistics is
usually due to relative rather than to absolute
accuracy. While always aiming at the greatest
possible accuraey, we should be content, in the
carlier stages of the survey, with approximate
figures in all cases in which it may not be possible
1o obtain a correct count. Naturally, the infor-
mation collected at first will be somewhat
imperfect, but from year 1o year the public will
become familiar with the processes, interest in
these investigations will be roused, the growth of
public opinion will ensure a steady advance, and
the data will become more and more accurate.

CHAPTER IX

SCHEME OF ECONOMIC
SURYEY - (CONCLUDED)

ESTIMATE OF COST

108. Approximate Character of Estimate

An estimate of the cost of new scheme of this
character must of necessity be only approximate.
The precise requirements as regards staff and
contingentexpenditure can only be determined in
the light of actual experience. We have examined
some of the figures which give the expenditure
incurred on similar work in the Dominions and
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foreign countries but have found the conditions
so different and the details available so meagre
that we could derive no direct guidance from
them. We attempted to collect some data in the
course of our tour in the provinces but found that,
except in the Bombay Presidency, the local offi-
cers were reluctant to commit themselves to any
definite scheme or figures without the authority
of their respective Govemnments. They in effect
stated that unless the policy was first laid down
and accepted, they could not enter into the
question of costs. But notwithstanding this atti-
tude, reasonable in the circumstances, several
official witncsses gave us much helpful
information, The question of cost is a matter of
expediency. If more money can be found, a more
satisfactory scheme can be evolved and the results
we have in view can be achicved sooner. The
estimates worked out in the following paragraphs,
though admitiedly rough, will, we hope, be found
to be near enough to enable a satisfactory start to
be made in the direction of a detailed economic
survey,

109. Central Bureau of Statistics

The expenditure required for a Central Bureau
of Statistics may be estimated as below:-

Designation Pay. Average Pay Annual Cost
Rs Rs Rs
Director of Statistics 2,500-50-3,000 2,725 32,700
1 Assistant Director 1,500-50-2,000 1,725 20,700
1 Assistant Director 1,000-50-1,500 1225 14,700
1 Superintendent 500-25-700 590 7,080
20 Clerks 200-8-296 243 ' 58,320
20 Clerks 100-6-196 143 34,320
10 Clerks 75-5-150 109 13,080
10 Peons 16 each ' 1,920
1 Daftari 25 300
1 Jamadar 20-1-25 22 ' 264
Stationery and Printing 20,000
Travelling Aliowances and Contin- 16,616

- gencies
Total

2,20,000
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An additional grant of Rs 1,00,000 may be
necessary for the initial cquipment of the new
Bureau, including a library and some time-saving
appliances of the modern type used in the work
of statistical compilation. ,

The existing office of Deputy Director of Sta-
tistics, which now forms a scction of the office of
the Director-General of Commercial Intelligence,
will be absorbed into the new Central Burcau.
Owing to the amalgamation of the Statistical
Department with that of Commercial Intclligence
under the retrenchment scheme, we have not been
able to ascertain the actual cost of the former
office, but we understand that the share of the cost
debitable to the present Statistical section would
be about Rs 1,30,000 cxclusive of the cost of
printing. Morcover, the work ol that office is said
to occupy half the time of the Director-General
of Commercial Intelligence and allowance has to
be made for the share of the net cost of printing.
With these additions, it would be safe to putdown
the total presentexpenditure at Rs 1,75,000., This
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amount should be deducted from the cost of the
ncw Central Bureau of  Statistics given in the
above estimate. The differcnce or net-additional
cxpenditurc will probably be not much more than
Rs 50,000 per annum, or including the fees, etc.,
for members of the Central Advisory Board, say
Rs 75,000. As remarked above, a sum of Rs
1,00,000 will be needed, in addition, for initial
cquipment, and, as will be explained later, a
quinquennial outlay of about Rs 25,000 will be
required for periodical surveys; thus making a
total initial outlay of Rs 1,25,000 which should
be available for expenditure in the first two years.

110. Provincial Bureau of Statistics

We give below an estimate of the probable cost
of a Provincial Bureau of Statistics for a province
of the sizc of the Punjab, which, according to the
1921 census, had a population of 20,678,393
souls:-

Designali'on

Pay Average Pay Annual Cost

Rs Rs Rs
Provincial Staustician 2,(0%)-50-2,500 2225 26,700
1 Personal Assistant 1,000-50-1,500 1.225 14,700
5 Divisional Assistants 300-25-500-25-800 525 31,500
1 Superintendent 200-10-350 268 3,216
30 Clerks 50-4-100 733 26,460
10 Divisional Assistant’s Clerks 50-4-100 73% 8,820
10 Peons 15 cach 2,880
1 Jamadar 20 240
1 Daftari 20 240
Travelling Allowances 8,000
Stationery, Printing and Contingen- 27,244
cies .
Total 1,50,000

A provision of Rs 50,000 should be made for a
library and for card punching and electric tabu-
lating machinery. The requirements will vary
with the size and conditions of each province.
This estimate docs not take into account the
possibility of the Labour offices in Bombay,
Madras and Burmma being absorbed in the pro-
posed Provincial Burcau (paragraph 100) orof the
amalgamation of the Office of Dircctor of Land
Records with the Bureau (paragraph 101). If such

absorption or amalgamation be found feasible in
any province, the cost will be reduced 1o a
corresponding extent. The resulting saving in the
latter case may amount to as much as Rs 30,000
or Rs 40,000 per annum. We have chosen forour
illustration a concrete case, namely, the province
of the Punjab, because one of the members of our
Committee is intimately acquainted with the
details of its revenuc administration.
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111. Establishment in the Districts - Agricultural
Production

The additional staff nceded in the districts for
the compilation of statistics of agricultural pro-
duction will be one clerk on Rs 40 per mensem
in each tahsil. The cost for the 124 tahsils of the
Punjab will be 40 X 12 X 124 = Rs 59,520. Our
suggestion to increase the number of crop
experiments may involve some additional
expenditure. It is somewhat difficult to estimate
this increase until the extent oi the multiplication
of crop experiments has been determined. It will
vary from province to province. Assuming that
the work necessitates the addition, according to
the advice of Mr. C. A, H. Townsend, C.LE,,
1.C.S., an expert Punjab witness, of one Deputy
Director on Rs 250 and some five Agricultural
Assistants on Rs 60 each, one operating in each
Revenue Division, the total cost in a major
province should not exceed Rs 10,000 per annum,
. These assistants would be available for other
duties when they are not performing crop
experiments. Similarly asa result of the agsistance
“which this new staff will render during the greater
part of the year, the existing staff of the agricul-
tural department might be called uponto carry out
alarger number of ¢crop experiments than they are
now able to do.

112.‘Production, Pastoral, Cottage Industries,
elc.

We have stated in a preceding chapter that the
staff needed for ascertaining annually the pastoral
and fish production and the production from
cottage industries will be one Inspector for every
tahsil for the first two years and two for every
district thereafler. The pay of this Inspector
should, in our opinion, be Rs 50 per mensem with
a horse allowance of Rs 25 or Rs 75 in all. We
have been told that young graduates will be
available on this pay, but in any case a good
selection can be made from among under-
graduates who are working as revenue inspectors
or from applicants of the type whoseek enlistment
for the post. The cost per annum would be -

for the first iwo years 75 x 12 x 124
= Rs 1,11,600 per annum;

INDIAN ECONOMIC ENQUIRY COMMITTEE

381

for subsequent years 75 x 12x 29 x2
=Rs 52,200 per annum

The collection of the statistics of production
from the Departmenis of Forests, Industries,
Mines, Excise, Sali, etc., should not involve any
additional expenditure. The additional cost to the
Departments concerned, if any, will be amply
compensated by the value of the information
added for departmental purposes.

113, Intensive Enquiries

We have so far made provision for ascertaining
annually the production from all sources. The
questions of economic interest remaining to be
investigated will be chiefly income, expenditure,
wealth and indcbtedness. The late Mr. L. J.
Sedgwick, Director of the Labour Bureau,
Bombay, suggested that information regarding
income and expenditure might be collecied by
obtaining 100,000 family budgets through 1,000
honorary correspondents in a province of the size
of Bombay. He thought that the out-of-pocket
expenses of these honorary correspondents
should be paid, and he estimated the amount at
about Rs 65,000. He would spread the work over
a couple of years so that the yearly expenditure
might not be more than about Rs 32,500. We
suggest that Provincial Governments should be
allowed to employ this method wherever honor-
ary correspondents are available in sufficient
number and the Governments concerned are
satisfied that the information derived from them
wouldbe fairly reliable. Otherprovinces will have
10 resort- 1o intensive enquiries through paid
investigators.

Intensive studies have been carried out on a
fairly large scale and in great detail in the Punjab.
The investigators are paid Rs 150 per mensem and
they are given travelling expenses to the place of
investigation at the start and travelling expenscs
back to their headquarters on completion of the
enquiry. The Punjab Board of Economic Enquiry
has been able 10 obtain the services of promising
graduates in economics al these ratcs of remu-
neration, The enquiries, so far as we can see, will
require, in addition to general intelligence, a
knowledge of the rudiments of economic survey.
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Itis of much greater importance that the investi-
gator should possess plenty of tact to win the
confidence of the inhabitants of the tract where
he conducts investigations than that he should
possess highly scientific or technical knowledge.
We think the scale of pay laid down by the Punjab
Board of Economic Enquiry will easily enable the
Provincial Statistical Bureaux to obtain the ser-
vices of men qualified for the work. The inves-
tigators should, we think, be recruited from
graduates or under-graduates who have
distinguished themselves, either at college or
outside, asregards their capacity and intelligence,
ot from retired revenue officials of the type of
tahsildars who exhibited special aptitude for this
kind of work during their service. The cost of the
investigating staff will be:-

For rural tracts 29 x 150 %2 x 12 =Rs 1,04,400
Forurban tracts 29 % 150x 12 =Rs 52,200
Total Rs 1,56,600

114, Prices and Wages

The collection of prices and wages other than
those prevailing in large industrial establishments
will be attended to by the existing revenue agency
and will involve no additional expenditure, but a
sum of Rs 5,000 may be provided for contin-
gencies, in connection with the statistics to be
collected annuatly,

115. Quinquennial Surveys

The quinquennial wage census and the regular
census of the production of large industrial
cstablishments should, we think, be taken in the
first year of the survey when the office estab-
lishment will not be fully occupied. The organi-
zation of the work of this quinquennial, or rather
initial census will probably take up the first three
months of the year. The census itself should not
take more than three months and the compilation
of statistics, say, six months. If this suggestion is
adopted, the first initial census should not cost
very much by way of additional establishment. It
willonly be necessary to provide a small amount
for contingent expenditure. But if it is found that
the establishment of the Central and Provincial
Burcaux arc fully occupied in the first year or if
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itis found necessary for other reasons to postpone
the detailed census to a subsequent year of the
quinquennium, the additional establishment
needed will be comparatively small. Three or four
additional clerks in each Provincial Bureau
should be able to cope with the work of issuing
schedulesand compiling the informationreceived
from the Director of Industries. In some places,
it may be found necessary to employ additional
factory inspectors to assist the managers of fac-
tories in filling up the forms. Provision will also
have to be made for stationery and printing. There
are no data on which an estimate might be based,
but we think that a provision of Rs 25,000 in the
Central Bureau and of about Rs 10,000 in each
province will probably meet the requirements.
The industrially advanced provinces will of
course have to spend proportionately more but
others will be spending less.

The censusof wages, other than those prevailing
in large industrial establishments, will be taken
through the Revenue Departments. Such period-
ical censuses of rural and other wages have been
conducted in the past by the Directors of Land
Records. About Rs 10,000 may be provided for
contingent expenditure, Altogether under all
heads referred to in this paragraph, the total
provision needed every five years may be taken
to amount roughly to Rs 25,000 in the Central
Bureau and about Rs 20,000 in a Bureau for a
province of the size of the Punjab.

116. Training of Staff

We are of opinion that before starting work, the
Director of Statistics should hold a conference
with the officers appointed as Provincial Statis-
ticians, for the purpose of determining the lines
on which the work .is to be conducted. The
Provincial Statisticians should in their turn spend
some time in explaining the methods to their
Assistants in the respective provinces and the
inspectors and investigators to be cmployed
should undergo a course of training for a couple
of months at the headquarters of the province
before they are called upon to begin the work. For
this purpose we would recommend the provision
of asum of Rs 50,000 in a province like the Punjab
and we think that this training should be given in
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the year preceding that in which the work of the
economic survey is to be started. Presuming that
our proposals are accepted and that orders are
passed by the monthof December 1925, we would
suggest that the training be undertaken and
completed between January and March next and
that regular work be started from the 1st of April,
1926. The financial provision for training should
in that case be made during the current year.

117. Foreign Training for Assistant Statisticians

We think it would be a great advantage if some
of the Assistants to Provincial Statisticians could
be sent out to foreign countries, particularly the
United States of America, to study the methods
of enumeration and statistical work followed in
those countrics. We would suggest that two
Assistants be deputed in this way from each
province in the first two years. Nine months
training would probably suffice. By this measure,
every major province will be provided itsclf with
one or two trained Assistants by the beginning of
the third year. The question whether any further
batches should be sent out may be considercd
thereafier with reference to the experience gained
inthe interval. The cost of deputing one Assistant
to America would be:- ,
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Passage both ways Rs 2,500
Pay and allowances of the Assistant for one  Rs 6,000

year at Rs 500 per mensem
Toal Rs 8500

For two men the Charge will be Rs 17,000. This
might be treated as part of the initial expenditure
of the survey.

118. Allowance for Stationery and Contingencies

Allowance forstationery and contingencics will
have to be made for the staff of inspectors
employed for ascertaining production as well as
for investigators engaged in intensive enquiries.
Under contingencies, provision should be made
also for the extra stalf nceded to replace men
absent through sickness or leave. The total esti-
mate under this head may be placed at Rs 40,000
distributed as follows:-

Rs. 20,000

Work connected with production
Rs. 20,000

Work connected with intensive enquiries
119. Recurring Provincial Expenditure

The recurﬁng yearly expenditure to be incurred
in a typical province like the Punjab is summa-
rised below:-

Panticulars Cost Total
Rs Rs
1. Provincial Bureau 1,50,000
FOR PRODUCTION STATISTICS
2. Tahsil clerks for compiling agricultural and other statistics. 59,520
3. Inspectors for collecting statistics of products of pastoral and cottage 52,200
industries, etc.
4. Additional staff for crop experiments 10,000
5. Stationery and contingencies 20,000
Total for collection of production statistics 1,41,720
FOR INTENSIVE ENQUIRIES, ETC.
1. Investigators 1,56,600
2. Sutionery and contingencies 20,000
3. Annual prices and wages statistics 5,000
Total for intensive enquiries 1,81,600
Total yearly recurring expenditure 4,73,320
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120. Initial and Periodical Expendtture (Provi-
ncial)

~ In the first quinquennium beginning with the
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detailed survey, the following cxtra expenditure
would bc necessary in addition to the yearly
outlay just mentioned.

Particulars J Cost : l Total
. _Rs Rs
1. Training of Staff 50,000 .
2. Deputing Assistants for training in foreign countries. - 17,000
3. Quinquennial expenditures on a census of large industries and of wages. 20,000
4, Equipment 50,000
5. Extra annual expenditure for ascertaining production from pastoral and 1,18,800 2,55,800

cotlage industries, cte. forthe first two years - Rs
59,400 x 2 (parag,rdph 112)

or say Rs 2.5 lakhs.

Thus for a province of the size of the Punjab
with" a population of 20,678,393, the yearly

recurring éxpenditurc will bc Rs 4,73,320 and the
initialexpenditure,Rs2.51akhs practically spread’

over two years. This gives arate of Rs 23 per mille
of population in the former casc, and about Rs
12.4 per mille for two years in the latter, The
average expenditure per annum for the quin-
quennium may be taken at Rs 25.5 or, say, in
round figures, Rs 25 per 1,000 persons.

121, Cost of Scheme by Provinces

Taking the cost for other provinces at the same
rate as for the Punjab, namely, Rs 23 per 1,000 of
population for yearly recurring expenditure and
Rs 12 per 1,000 for equipment, training, etc., we
arrive at the following figures for the several
provinces of British India:-

Name of Province

Recurring annual - Additional initial

expenditre expenditure
Rs Rs
lakhs - lakhs
Bengal 10.74 579 -
United Provinces 10.44 5.62
Madras 973 525
Bihar an Orissa 7.82 421
Punjab 473 2.55
Bombay 4.45 249
Central Provinces and Berar 3.20 1.73
Burma 3.04 1.64
Assam 1.75 . 094
North-West Frontier Province ©0.52 0.28
Other Minor Tracts-including Ajmer-Merwara, Delhi, Baluchistan, 037 0.20
Coorg, and Andamans and Nicobars. .
Tota} 56.79 30.61

These figures merely give a rough indication,
but by no means an accurate one, of the expen-
diture to be incurred in cach province. Our esti-
mate is on the basis of population. Detailed
estimates have to be worked out foreach province
scparately. But the conditions in individual
provinces will vary. In densely populated prov-
inces like Bengal, the United Provinces, Madras

and Bihar and Orissa, it may be possible to
conduct the survey with a proportionately smaller
staff. Moreover, local organisations in some of
the provinces may afford facilities which do not
existin the Punjab. The total expenditure in these
provinces may not go nearly so high as the
amounts given in our estimate.
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122. Additional Cost in Tracts under Permanent
Settlement

We have recommended in paragraph 54 that
special arrangements will be necessary for
ascertaining agricultural -production in tracts
which are under permanent settlement. For rea-
sons stated there, it isimpossible to estimate what
additional cost the measures to be adopted may
involve. It is possible that the staff of inspectors
intended for ascertaining the production of cot-
tage industries and miscellaneous pastoral pro-
duction may, with some additions, be able to cope
with this extra work. If this staff is doubled and
no reduction is made in the agriculwral produc-
tion section after two years, it will mean a per-
manent addition of Rs 1,11,600 per annum for 29
districts or about Rs 88,500 a ycar for a province
like Bengal where four-fifths of its 28 districts are
under permanent settlement. Owing, however, 10
the uncertainty of the amount which will be
needed in each of the provinces which fall under
this class, we have made no provision in our
estimates. But whatever additional expenditure
may be found necessary in this connection must
be treated as a local charge.

123. Total Cost of Scheme - BritishIndia

The cost of the Central Bureau, in addition to

the expenditure now incurred (paragraph 109),
will be as given below:
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(Rs)
Yearly recurring expenditure - 75,000
Initial equipment 1,00,000
Quinquennial outlay 25,000
Total Expenditure on equipment, etc., to
be incurred in the first two years of the
quinquennium 1,25,000

Counting these figures with those given for the
provinces in paragraph 121, the total estimated
cost of the scheme, for British India as a whole,
will be aycarly recurring outlay of Rs 57.54 lakhs,
and an initial outlay of Rs 31.86 lakhs, the latter
sum to be expended in the first two years. The
yearly average of the total outlay, for British India
as a whole, for the firstquinquennium, will be Rs
63.91 lakhs.

124. Distribution of Cost

The cost of the Provincial Bureau and the
expenditure on collecting statistical data in the
districts should in the ordinary course be met by
the Provincial Governments, The Central Statis-
tical Bureau would of course be financed by the
Central Government. In view, however, of the
financial stringency in the provinces, we venture
tosuggest thatthe Central Government may meet,
for the first five years, half the expenditure to be
incurred in the provinces under this scheme.

1 25. Abstract of F inancial Proposals

The following isa éummary of the financial
proposals under the scheme:- .

Rs Lakhs

Recurring yearly expenditure by the Central Govemment . 075 -
Recurring yearly expenditure in the Provinces 56.79
Total yearly recurring expenditure by both Central and Provincial Governments 5754
Additional expendiwre for equipment, training, etc., in the first quinquennium to be expended
practically in the first two years
Central Govemment 125
Provincial Governments 3061

Total 31.86
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If the Central Government bears half the costof
the Provincial Establishments and half of the
initial additional expenditure, the share of the
respective Governments will be as follows:-

Rs lakhs

By the Central Government:-

(1) Total initiatoutlay inthefirst two years 1.25 16,56
+15.31

(2) Recurring yearly outlay 0.75 + 28.40 29.15
By the Provincial Governments collectively:-

Total initial outlay in the first two years 1531

Recurring yearly outlay 28.40

126. Ultimate Transfer of Cost to Local Bodies

We would have suggested that each municipal
corporation or commitiee should bear, from the
commencement, at least a portion of the cost of
the economic survey carried out within its juris-
diction, had we not been faced with a universal
lament that the local bodies were as a rule in
financial difficulties and would be unable to make
any immediate contribution. According to the
existing law, an economic survey obviously
comes within the scope of the objects on which
municipal funds might be legitimately expended.
The municipalities already bear a substantial
share of the cost of the population census. We
have had several witnesses before us who thought
that it would not be unreasonable to ask the
municipalities to share this expenditure. The
District Boards might also be expected to bear at
least a share of the burden, but in their case too
we have been invariably confronted with repre-
sentations that they were in financial siraits. We
think that the question of transferring a share of
the cost of the survey to the local bodies should
be kept in view. In course of time, villages may
offer or may be induced to collect the necessary
statistical data with their own agency and at their
own cost {paragraph 104). And itis possible that
some of the provinces might adopt the scheme of
collecting family budgets through honorary cor-
respondents, suggested by the late Mr. L. J,
Sedgwick for Bombay. When any of these
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proposals begin to materialise, a portion or the
whole of the local expenditure may be saved, and
the burden on the Central and Provincial Gov-
ernments correspondingly reduced.

CHAPTERX

.SUMMARY OF VIEWS AND RECOMMENDATIONS

The following is a summary of our views and
principal recommendations:-

Preliminary

(i) There is a wide-spread desire in the country
for an economic enquiry (Para. 8).

Object of Economic Survey

(ii) The object of an economic survey is to collect
statistical data and information which would
facilitate the shaping of the economic policies and
the solution of current economic problems witha
view 10 meel existing deficiencies, improve
resources and increase the country’s prosperity
generally, (Paras, 9-11),

Tests of Economic Condition

(iii) The chief tests of economic condition are
income (including production), consumption
(including costof living), and wealth. An enquiry
inlo the economic condition of the people should
{all under two main heads, namely - -

(a) Tests applicable to the provinces and the
country as a whole:

Production, National Income and National
Wealth, :

(b) Tests applicable toclasses of people or local
areas:.

Individual income,

Individual wealth,

Collective wealth,

Consumption,

Wages and prices,

Indcbtedness, etc. (Paras. 12, 15, 17).
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Existing Statistical Material

(iv) In the circumstances of British India the
existing statistical material may be considered
under three main classes, viz. :-

A General statistics othér than production,
comprising finance, population, trade,
transport and communications, education,
vital statistics, migration, etc.

B Statistics of production, consisting of
agriculture, paswre and dairy farming,
forests, fisheries, minerals, large-scale
industrics, coutage and minor industries.

C Estimates of income, weallh, etc.,covering

income, wealth, cost of living, indebied-

ness, wages and prices.
Statistics falling under class A are more or less
complete, those under class B are satisfactory in
some respects but incomplete or totally wanting
in others, -while no attempt has been made to
collect those under class C on a comprehensive
scale. (Para. 25).
(v) Statistics of class A have not been compiled
hitherto with an eye specifically to shaping the
economic policies of the country. Further
imiprovements to bring them into line with up-
to-date statistical systems abroad might be
effected with the aid of statistical experts. (Para.
40).
(vi) Complete statistics of production including
the total value of production should be collected.
(Para. 41)

The existing agricultural statistics, amplified
and improved, offer the means of ascertaining
agricultural production. Where a subordinate
revenue agency exists for doing this work, no
other agency can be usefully substituted for it.
(Para. 44).

Detailed suggestions as regards the collection
of data relating to agricultural production and the
conversion of quantities into values are given.
(Paras. 45-52).

In view of the correctness of areas and the
detailed information already being collected, it is
not considered necessary to have a periodical
census of agricultural production; but in its stead
a quinquennial review of the data collected from
year o year is suggested. (Para. 53).

Detailed suggestions are given for obtaining the
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value of production from pastoral occupations,
dairy farms, forests, fisheries, and cottage and
minor industries. (Paras. 55-57, 60).

Departments of Mining and Industries should
collect annually statistics of mineral and indus-
trial production, respectively, including values.

A detailed quinquennial census of industrial

production is also proposed. (Paras. 58, 59)
(vii) Intensive studies of villages have been car-
ricd out in various parts of the country and a large
number of family budgcets have been prepared but
they have been oo detached or fragmentary to
lead 10 any appreciable conclusions. (Paras.
61-76).

It is suggested that intensive enquiries should
be made every year in limited areas in every
district for ascertaining income, wealth, cost of
living, indebtedness, etc., of the people. (Paras.
62-66).

The income-tax returns should continue to be
published with certain suggested improvements.
Approximate estimates of the wealth of individ-
uals should be made wherever possible by the
investigators in the course of their intensive
enquiries. In the meantime estimates of collective
wealth should be prepared for villages, towns,

etc., by the inventory method. (Paras. 62, 64).

Cost of living index numbers should be pre-
pared for the principal industrial centres. (Para.
65).

Detailed proposals have be¢n made for the
collection of rates of wages of various classes of
operatives in industrial establishments, mines,
etc., also of persons employed in collage indus-
tries, agriculwral labour, domestic service, etc.

A comprehensive quinquennial wage census is
also recommended. (Para. 67).

Suggestions are made for the coliection of
wholesale and retail prices. (Para. 69),

Scheme of Economic Survey

(viii) For the presentation of results of intensive
studies a double classification of the population
based both on occupation and income, is sug-
gested. These statistics should be tabulated by
administrative units and also by economic zones
where necessary. (Paras. 71-72).

(ix) Figures of production of all kinds should be
obtained through the depariments of Government
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byengaging additional staff where necessary. The
total value of the entire production should be
recorded. Wherever it is not possible to obtain
actual figures of production, ancar approximation
may be dttempled (Para. 75).

(x) Every intensive study should as a rule extend
overa whole year. Each investigator inrural areas
should deal with a group of villages in one
assessment or revenue circle. In towns, houses
should be sclected by a random sample of 1in 5.
Ordinarily these studies should embrace income,
expenditure, wealth and indebtedness. (Paras. 77
and 78).

Special enquiries regarding particular phascs of
economic condition may be made (1) in local
arcas, or (2) concerning particular classcs of
people, whenever requircd by the Provincial
Government, (Para. 79),

The staff under the Provincial Bureau will
constitute a nucleus to undertake qpccnal inves-
tigations.

(xi) Data regarding wages in large industries and’

mines and prices of industrial and mineral pro-
duction, will be collected by the Industries and
Mining Departments, respectively, and similar
particulars refating to rural and other wages and
prices wholesale and retail by the Revenue
Department, (Para. §1),

(xii) All statistical work should, as in the
Dominions, be co-ordinated and centralized, the
aim being to provide a common purpose and give
the statistics an economic trend by means of a
central thinking office, (Para. 82).

(xiii) The whole statistical organization requires
legal sanction to stabilize it as well as to arm the
officers of the departments with the necessary
powers 1o compel people to supply any infor-
mation which may be specified, while guaran-
teeing the maintenance of secrecy in respect of
ghe information or particulars so supplied. (Para.

3).

(xiv) A Central Statistical Bureau should be
established at the head-quarters of the Central
Government to take the place of the Statistical
Section of the office of the Director-General of
Commercial Intelligence for the purpose of cen-
tralization of statistics, particularly those of
economic significance. It should be presided over
by a Director of Statistics with the requisite staff.
The Director should be able, in addition, 1o work
as a Census Commissioner for the decennial
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populduon census. -(Para. 84).
(xv) Every province should have a Provincial
Statistical Bureau with a Provincial Statistician at
its head and a staff of Assistants, usually one for
every revenue division, to supervise the work in
the districts. (Para. 85). -
(xvi) An advisory body should be associated with
cach of these bureaux. The existing Publicity
Advisory Commitiee might be strengthened by
the addition of the Director.of Statistics and three
other members with statistical or economic
experience, and utilized as an Advisory Body to
the Central Bureau. In every province there
should be a Board of Economic Enquiry to advise
the Provincial Statistician and, if necessary, to
supervise the work connected with cconomxc
résearch, (Paras. 86 and 87).
(xvu) There willbetwo d:stmctagenmcs working
in cach district for collecting economic data; (1)
a staff of inspectors to collect statistics of pro-
duction other than those furnished by Govern-
ment departments, and clerks for the compilation
of statistics of agriculiural production, etc.; (2)
qualified investigators for intensive enquiries.
The former staff will be under the supervision
of the Revenue Department but controlled in
technical matters by the statistical department;
and the latter, while acting under the direct control
of the Assistant Statistician will be associated
with the Revenue Department in the matier of
regulating their rclalxons with the people. (Para.
89)
(xviii) On the scale provided the investigators will
be able to collect every year data relating to about

2; per centof the rural and 4 per cent of the urban

population, It is expected that as data continue to
accumulate gencralizations from ‘them will
become more and more reliable, (Para. 96).
(xix) Local agencies in villages, such as, Co-
operative Credit Societies and local committees
of zemindars, schoolmasters, shopkeepers, etc.,
should be associated with the inspectors and
investigators as far as possible,

The services of superintendents of cottage
industries, grazing inspectors, members of the
staff of Co-operative Credit Societies and other
departments may be utilized when available.
(Paras 91, 97 and 98).

(xx) It is suggested that the labour offices in
Bombay, Madras and Burma be absorbed in the
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proposed Provincial Statistical Bureaux and that
the posts of Director of Land Records and Pro-
vincial Statistician be amalgamated wherever
possible. (Paras. 100 and 101).

(xxi) The publication of an Official Year Book
for British India is rccommended. The statistics
collected should be reviewed quinquennially by
the Provincial and Central Bureaux. The results
of each year’s work should be reviewed and
discussed in the legislatures concerned at the time
of the presentation of the annual budget. (Paras.
102 and 103). .

(xxii) Statistics of production, etc., pertaining to
a village should be published in lhe village and
interpreted to the people by the officials of the
Revenue and Statistical Departments.

The Advisory Bodies should also direct the

attention of the public through the press and from
the platform to deficiencics in the economic
structure and 1o measures for removing such
deficiencies. (Para. 104).
(xxiii) It is suggested that the Indian States be
invited, in their own interests, as well as that of
the country as a whole to undertake economic
surveys on parallel lines and to join British India
in a common organization for the collection of
statistical data. (Para. 106).

Estimate of Cost

(xxiv) The yearly expenditure required for the
Central Bureau, over and above the present cost
of the Statistical Section of the Commercial
Intelligence Office, isestimated at Rs 75,000, An
initial expenditure of Rs 1,00,000° would be
needed for equipment and a sum of Rs 25,000 for
quinquennial investigations. Rupees 75,000 will
be the recurring yearly outlay, and the sum of Rs
1,25,000 will represent the special outlay required
in the first two years. (Para. 109).

(xxv) A Provincial Burcau for a province of the
size of the Punjab (population 20,678,393) will
require a yearly recurring ouvtlay of Rs 4,73,000
besides a sum of Rs 2,55,800 for initial equip-
ment, etc., the latier sum 1o be expended in the
first two years. (Paras. 110-120).

(xxvi) The total estimated cost worked out, onthe

* Subject to a Note of Dissent on page 91. (not printed).
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basis of population, for all the provinces of British
India aggregate Rs 56.79 lakhs recurring and Rs
30.62 lakhs for expenditure on initial equipment,
etc., inthe first two years. This isexclusive of the
expendlture of the Central Bureau menuoned
above. (Para. 121), '

(xxvii) The tracts under permanent settlement
may require some further expenditure for secur-
ing reliable data concerning agricultural pro-
duction. This will have to be determined for
themselves by the Provincial Gmemments
concerned. (Para 122).

(xxviii) The Provincial Governments should
ordinarily bear the entire provincial expenditure
but, in view of financial stringency in the prov-
inces, itissuggested that for aperiod of five years
the Central Government may meet half of such
cxpenditure. (Para. 124),

(xxix) If this suggestion is accepted, the cost of
the scheme will be as distributed below:-

By the Central Government

Rs
. Lakhs
Initial outlay - 1656
Recurring yearly outlay 29.15

By All the Provinciq? Governments Collectively

Rs
. ‘ L.akhs
Initial outlay 1531
Recurring yearly outlay 28.40
. (Para. 125).

(xxx) It is suggested that an endeavour should be
made to transfer gradually a share of the cost to
local bodies and to such villages as may come
forward to participate in the work and the finan-

cial burden. (Para. 126).
' . M. VISVESVARAYA,
) "~ Chairman,
HARI KISHAN KAUL
A.R.BURNETT-HURST*

Simla, :
Dated the 10th August, 1925,
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APPENDIX 1.

Matérial usually collected and published in Foreign
* countries regarding the Economic Condition
of the people.

‘The material as collected and published in the Dominions
may be examined under:- I - Production - (a) agriculture,
pastoral and dairy and farm produce, (b) fisheries, (c) forests,
(d)minerals, (¢) industries and manufactures; I - Labour and
Wages; Il - Trade and Commerce; IV - Transportation and
Communication; V - Finance; VI - Education; VII - Vital
Statistics; VIII - Incomes; IX - Prices and Cost of Living; X
- Wealth; XI - Indebtedness.

The following details are available:-
L - PRODUCTION

(1) Agriculural, Pastoral, Dairy and Farm Produce -
Agriculiural revenue, tenure, number and size of holdings;
area, yield, quality and value of crops (food, commercial,
minor, fruits, etc.); labour on fields and farms; wages; and
machinery. Livesiock and pastoral products; value and
quantity of flesh, hides, skins, etc.; for farming; number and
value of dairy cattle; quantity and value of all dairy products.
Poultry and bees; number of small animals and hives - value
of honey, eggs, etc.

(Note - In South Africa and Canada an annual census of
production is camried out. Schedules are distributed in the
former by the Police Force under the supervision of the
Production Section of the Office of Census and Statistics,
while in the latter country they are distributed through rural
schools and crop correspondents. In New Zealand and Aus-
tralia, 'statistics of agricultural and pastoral production are
collected hy means of schedules through the agency of the
Police Force and Special officers. In New Zealand practically
every holding of one acre and over is canvassed personally.)

(b) Fisheries - Total catch of inland and sea fisheries; value,
number and kind of vessels used; number and capital value of
fishing vessels, boats, nets and traps, eic., used; number of
fish canning and curing establishments; number and sex of
persons employed; salaries and wages in fish canning and
curing establishments; value of exports and imports of fish
and fish products,

(Note - In New Zealand, owners of boats and vessels,
employedin fishing are required to fumish retums of the catch.
In Canada, statistics are collected by the local officers of the
Fisheries Branch, and are checked in the Depantment of
Marine and Fisheries.)

(c) Forests - Area under various kinds of forests; quantity
and value of all forest products; trade in forest products;
revenue and expenditwre of forest depariments.

{Note - Suatistics are fumished by the Forest Departments.)

(d) Minerals - Number of working mines and quarries; total
output and its value; number of employees and their wages;
accidents; number, kind and power of machinery used; capital
employed; dividends declared.

(Note - Depanments of Mines and Quarries fumish the
siatstical information.)
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(e) Industries and Manufactures - Capital : value of land,
buildings, machinery, implements, tools, etc; capital
invested. Labour : number, race, adult and child labour, sex
of employees, wages and salaries. Establishments : number
with details regarding proprietorships and hands employed.
Cost of production : quantity and value of raw-materials, etc.
Outtum : value and quantity. Fuel and light : quantity
consumed, cost of fuel and light. Power : number of engines,
horse-power, and kind of power used.

(Note - Statistics are collected annually in all the Dominions,
by means of schedules distributed either by post or through
the Police Force and Factory Inspectors.)

1. - LABOUR, WAGES AND PRICES

(a) Labour - Occupations of the people : number, nativity,
sex, distinguishing productive employees in each industry.
Trade Unions : number, memberships. Employment and
unemployment: applications for employment, demand from
employers, persons provided with employment. Trade dis-
putes : strikes and lockouts.

.(b) Wages - Index numbers of rates of wages for various
classes of labour; averages of nominal and effective weekly
wage rates; hours of work. Overtime in various industries,

(Note - In South Africa, statistics of wages are collected by
the Statistics Department from Trade Unions and Associations
and from the Labour Departmentand employers’ associations;
while, in New Zealand and Australia, data are obiained also
from the awards of Arbitration Courts. The Labour Depart-
ment also supplies predominant ruling wages in Agricultural
and Pastoral occupations for which no awards are available.)

TH. - TRADE AND COMMERCE

External Trade - Expons and Imports of merchandise, total
trade; movemenis of coins and bullion; impons of merchan-
dise and raw-materials used in manufaciure entered forhome
consumption; exports to and impors from all countries by
classes of merchandise, by values, and percentage. Average
ad valorem rates of duties collected. Exports to and impons
from all countries in quantities and values by classes of home
produce. Imports (dutiable and free), and expons of home and
foreign produce by main classes. Extemnal trade by main
groups, and degree of manufacture according to origin.
Quantities and values of animal and agricultural products.

Internal Trade - Number and shortage capacity of grain
elevators, shipments of grain by vessels; trade in livestock and
meat; retail trade in coal.

IV. - TRANSPORTATION AND COMMUNICATION

Railways - Electric and Steam - Mileage, capital liability,
eamings and operating expenses. Number, and amount of
salaries and wages, of Railway employees, and the ratios of
the latter to gross eamings and operating expenses. Rolling
stock. Commodities hauled asfreight : areas of land subsidised
or granted to Railways. Railway bonds guaranteed. Cost of
construction, working expenses and revenue and capital
expenditure toGovemment Railways. Accidents, Traintraffic
statistics.

Roads - Classification of highway and road mileage. Motor
vehicles: number, types, revenue from the taxation of the sale,
distribution and operation, imports and exports of motor
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vehicles.

Air Navigation - Number of firms; passengers, express and
mail, carried; accidents and injuries.

Canals - Length; iraffic, tonnage; expenditure and revenuc;
capital expenditure.

Shipping and Navigation - Sea-going vessels - entercd
inwards and outwards and cleared. Foreign vessels employed
in Coasting trade etc. Total number and tonnage of all vessels.
Vessels built and registered. Revenue and expenditure of the
Department of Marine. Number of seamen shipped. Wrecks
and casualties.

Posts, Telegraphs and Telephones - Revenue; expenses;
pole, line and wire mileage; employees; officers; messages;
amount of money transferred. Radio stations, number, busi-
ness and cost of maintenance. Operation of money order
system, number and total values of postal notes; issue of
postage stamps.

V. - FINANCE
(1) Public Finance

(I) Dominion - Detailed receipts and expenditure. Inland
Revenue, Provincial subsidies. National debt : details of the
assets of public debis and gross liabilities; funded debt payable
outside country; public debt.

(0) Provincial - Revenues and expenditure of the provincial
govemments, itemized receipts and expenditure; assets and
liabilities.

() Municipal. - Municipal statistics ol principal interest
for cities, urban municipalities of 1.000 or 1,000 to 3,000
population. Receipts and Expenditure, (ordinary and
extraordinary), assets and liabilities.

(2) Currency and Banking, Loan and Trust Companies

Coinage, composition of gold coinage, circulation of silver
and bronze coin. Notes circulation and reserves; bank note
circulation; circulating medium in hands of public. Devel-
opment of Banking business; liabilities and assets; deposits,
loans, bank reserves with liabilities; number and branches of
banks; amount of exchange of the Clearing Houses of Char-
tered Bank s, Bank amalgamations and insolvencies. Deposits
with Government and other Savings Banks. Liabilities and
Assets of Trust Companies.

(3) Insurance

Fire insurance in force; premia received, losses paid, and
percentage of losses 10 premia. Business transacted; cash
income and expenditure; assets and liabilities. Life insurance
in force and effected; assets and liabilities; cash income and
expenditure; life insurance on the assessment plan. Miscel-
laneous insurance other than fire and life: income, expendi-
wre, assets and liabilities. Government annuities fund:
valuation of annuity; contracts issued pursuant to the
Government Annuities Act,

(4) Commercial Failures

Number, assels, liabilities, causes of failures.
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VI. - EDUCATION

Number of Schools, teachers, attendance, and pupils in
various kinds of colleges and schools, (State and private).
Vocational and Technical Schools. Teachers and pupils.
Receipts and expenditure for Public Education, Public
Libraries, Societies, Museums and An galleries.

VII. - VITAL STATISTICS
Births, marriages, deaths, and natural increase by sex and

age. [llcgitimate binhs; still births; marriages, and mariage
rates; conjugal condition of brides and grooms. Nativity of

- persons married. Deaths and death rates by province and by

sex; infantile monality by place, sex and age; maternal
mortality by causes of death. Deaths from special causes.

VIIL. - INCOME

In all Dominions, Income-tax retwrns are available and
contain information regarding the number of tax-payers, the
total income assessed and the numberof tax-payers, according
1o various grades of income.

IX. - PRICES ANDCOST OF LIVING

Index numbers of wholesale and retail prices of commo-
dities usually consumed and other necessaries of life, such as
food, grocery, rent, fuel, light, sundries, including clothing
and boots, eic., are published. Index numbers of the cost of
living based upon weighted retail prices are worked out, and
the changes in it are shown with the variations in purchasing
power of money. In Canada prices and index numbers of a
family budget of staple food, fuel, lighting and rent, in sixty
cities, are separately worked out and published.

(Note - Price relums are collected from representative
dealers in sclected 1owns; in New Zealand and Canada also
through local factory inspeclors and crop correspondents,
respectively.

As regards cost of living, a standard regimen is adopted
from the various family budgets collected forthe purpose and
retail price quotations are used in framing the index numbers
of the cost of living. Data for house-rents, light and fuel and
clothing, etc., are also collected by means of returns.)

X. - WEALTH

In Dominions the nature of information on wealth varies.
Australia and South Africa give little or no information. In
New Zealand, the estimates of the private wealth of the
Dominion are arrived at on the gssumption that the wealth per
head of the living population is approximately equal to the
average of that left by persons dying. The actual average
wealth of deceased persons is obtained by a consideration of
the estates certified for stamp duty.

In Canada and Australia, the National wealth is worked out
by the ‘Inventory method’, the basis of which s the valuation
of assets item byitem, e.g., land and improvements; live stock;
agricultural, dairying and pastoral implements, and machin-
ery; manufacturing plant and machinery; mining properties
(including plant and machinery); coin and bullion; private
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products; locatly manufactured products; mining products;
imported merchandise; clothing and personal adomment;
fumiture and fittings, books, etc., and motor vehicles.

APRIL-JUNE 1995

XI. - INDEBTEDNESS

None of the Dominions publishes information regarding
private indebtedness. Figures of public debis are available,
and have been dealt with under Finance.

APPENDIX 2

List of publications on production with the nature of information contained in each

AGRICULTURE

Publications

Quinqguennial Repon on the Average yield per acre of
Principal Crops in India. Commercial Intclligence
Departmient, (Quinquennial.)

Estimates of the Area and Yield of the Principal Crops
in India - Department of Commercial Intelligence and
Statistics. (Annual.)

Report on the Production of Tea in India.

Statement relating to drea, production, imports and
expons of Coffee in India. )

Statement relating to area, production, imports and
expors of Rubber in India.

Agricultural Statistics of India - Commercial Intelli-
gence Department. (Annual.) :

Season and Crop reports, published by the Provincial
Departments of Agriculture or Land Records. (Annual.)

Nature of Information

Average yield (lbs. per acre) of principal crops -
irrigated and un-irrigated - in each province and district of
British India.

Arca and yield per acre of principal crops in each
province during each of the previous ten years; standard or
nomal yields per acre of crops for which forecasts are
prepared.

These publications are issued annually as a supplement
10 the Indian Trade Joumal by the Department of Com-

. mercial Intelligence and Statistics. The information con-

tained in them is of the following nature:- area; numberand
area of plantations; production; production (in Ibs.) also of
cured coffee and dry rubber; persons employed in all three
industries in each province or district of British India;
quantity of tea available for consumption in India during
the previous five years; stock of dry rubber (in lbs.) held in
each province; quantity of rubber (raw) exported by sca;
import and expon of tea, coffee and rubber; prices and
wages relating to the tea industry. ’ '

Vol. L - Total area (ih acres), classification of the area

“(in acres), area irrigated and crops irrigated, area under

crops and specification of crops in each province; live-

stock, ploughs and cans; land-revenue assessments onthe

area, and population of each province; harvest prices of

centain important crops per maund (for five years); average

yield (Ibs. per acre) of principal crops in each province of

British India. - '
Vol. I relates to Indian States.

The information available in the Season and Crop
reports is as given below:- '

Average rainfall (in inches) according to season,month
or year; total area - culivated, unculivated, irrigated,
un-irrigated, sown, cropped or matured, assessed; areas
under different crops, with areas irrigated; classification of
area in cach district under forests, elc., area under food
grain crops in each district of the Bombay Presidency and
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Publications

Agricultural Statisti cs, published by the Department of
Agriculture in Bihar and Orissa and by the Department of
Land Records in the Central Provinces. (Annual)

Tea culture in Assam - Department of Agriculture.
(Annual.)
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Nature of Information

its estimated outtum; estimated outtum of "kharif and rabi"
crops in parts of 100; total produce of the principal crops;
estimated yield of main cereals in cleaned grain (in Bombay
reports only); yield per acre (food and non-food crops);
normal rates of yield per acre of different crops for each
district; average estimate of the actual weight of the total
produce in tons; number and sources of water-supply (in
Bombay reports only); total number of oil engines, tanks,
channels and wells actually used in each district for the
purpose of irrigation (in Madras reports only); seasonal
factor or condition figures of crops in ryotwari (including
minor ‘inam’) areas as well as non-ryotwari areas, sofaras
information is available, in parts of 100 (100 denoting the
normal crop); harvest prices of staple articles and fodder;
agricultural stock, ploughs and carts.

Statistics of area, live-stock, and incidence of land-
revenue, statement of transfers of land (Bihar and Orissa
only).

Number of plantations, area, yield, persons employed (daily
average), for each district.

Special Reports

The Economic Progress of the Rural Areas of the
Bombay Presidency, (1911-22), by Harold Mann, D.Sc.,
Director of Agriculuire, Bombay Presidency - Poona,
Govemment Central Press, 1924.

The produce of rice land, cost of cultivation, land
values and other statistics for calculating the revenue
demand, compiled by Maung Tun Myint, B.A., and Maung
Say Yen, B.A., (Burma).

Fodder crops of the Punjab.

Names of field crops grown in Madras, Central Prov-
inces, Burma - (published by the Department of Agriculture
as Bulletins. In the United Provinces of Agra and Oudh it
is published by the Department of Land Records).

Changes in the rural population; area occupied under
cropin different seasons, the double cropped area, irigated
area (whatever be the source from which the land is
watered); character of crops g rown; total amount of procduce
obtained; money value of the produce from the land in the
purchasing power of the population.

Produce of rice land; cost of cultivation; land values
and other statistics for calcufating the Revenue demand.

Classification of the food of cattle so far as itis derived
from crops; quantity of grain, cotton seed, oilcake and
fodder given 1o cattle in the various districts of the Punjab;
areas of grazing land, etc., number of live-stock; area (in
acres) of fodder crops.

A complete list of field crops grown in all the four
provinces; area and statistics of outtum.

PASTORAL

Agricultural siatistics - Commercial Intclligence

Depantment. (Annual.)

Report on the censuas of Live-stock, Ploughs and Cans
in India - Department of Statistics. (Quinquennial.)

Number of live-stock divided into bovine, ovine and
others, for each province, inthelast census and as compared
with the preceding census.

Number of live-stock, etc., in each province in British
India as ascentained by a census held quinquennially.
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Publications

Caule Census - Director of Land Records and Agri-
culture. (Quinquennial.)

Notes on the catle of the Bombay Presidency, by Rao

Sahib G. K. Kelkar - Department of Agriculure, Bulletin
No.75.

A cattle survey for the Nagpur and Berar Divisions.

Notes on wool in India, by A. H. Silverand J. K. Mehta
- Government of India.

APRIL-JUNE 1995

Nature of Information

Statistics of agricultural stock, ploughs and carts.

Fluctuations in prices of agricultural cattle; quantity of
bye-products of food grain crops available for fodder; area
in acres under fodder, average outtum of dry fodder per
acre, total fodder available for consumption, fodder avail-
able per head of cattle per year and per day; prices of various
breeds of catile in different tracts.

Area open for grazing and the number of cattle therein;
composition of the fodders and other feeding stuffs grown
inNagpurand Berar divisions, number of agricultural stock.

Estimate of total production of wool in India; yield per
sheep foreach province; average price for East Indian wool
in the Liverpool market from 1911 to 1917; particulars of
imports and exports of raw wool into India by sea and land
from 1912 to 1918; import value of manufactured woollen
goods into India by land; imports and exports of man-
ufactured woollen and worsted goods into India by sea
(quantity and value), number of sheep in each province of
British India.

DAIRY AND FARM PRODUCTION

Mandalay Milk Supply by F. J. Warth, MSc. -
Department of Agriculture, Burma, Bulletin No. 15.

Report of the Commitiee appointed to consider mea-
sures for the improvement of the milk supply in large cities
in the Bombay Presidency (1916).

Yield per day and per milking cow of some herds in
Mandalay; tolal cows; milch cows; yield (in Ibs.) - total -
per cow in Mandalay town (herd samples); yield per day
from India half bred and Burma cows in Mandalay town;
rate and average quantity sold.

Quantity of milk available in large towns (daily sup-
ply); retail price of milk (Ibs.) per rupee; estimates of other
sources of demand of milk apan from the demand for
domestic consumption; annual yield of milk, butter, fat;

. total cost of feeding and feed cost to produce 100 1bs. of

milk and butier.

FORESTS

Quinquennial Review of Forest Administration in
British India - Department of Revenue and Agriculture,
Government of India. (Quinquennial.)

Annual Return of Statistics relating to Forest Admin-
istration in British India - Depanment of Revenue and
Agriculivre, Government of India. (Annual.)

Area (reserved, protected, unclassed, state); area
closed and open to grazing; area of plantation and the cost
of the year’s work; outturn of forest production (timber,
fuel, and minor produce), exports of forest produce
(quantity and value) and estimated value of forest produce
given away free or at reduced rates, for each province for
quinguennium.

It contains the same information as is given in the
quinguennial repont with the difference that the statistics
relate to the year under repont only.
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Publications

Progress Report on Forest Administration - Deparn-
ment of Forests. (All provinces.) (Annual.)
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Nature of Information

Area (reserved, protected, unclassed, leased, etc.); arca
closed and opento grazing; area of artificial production and
afforestation; outtumn (in thousands of cubic feet, solid) of
timber and fuel; outturn of minor forest produce; abstract
showing the value of live-stock and dead-stock; imports of
timber, firewood and bamboo; estimated value of forest
produce given away free or at reduced rates; account of
timber, fuel, bamboos and minor forest produce cut or
collected by Govemment agency and brought to depots,
sold locally or otherwise disposed of. The information
usually relates 10 each district of the province concemed,

Special Publications

India’s Forest Wealth, by E. A. Smythies.

The Indian Forest Records, Vol. VI, Part II, Statistics
compiled inthe office of the Sylviculturist, Forest Research
Institute, Dehra Dun, during 1915-16 - Govemment of
India.

Indian Forest Records - A note on some statistical and
other information regarding the teak forests of Burma, by
R. 8. Troup, LE.S,, F.8.1., Imperial Sylviculwrist (1911).

Area, output and value of forest produce (major and
minor) for various provinces; produce given away in con-
cession or free grants (quantity and value); imports into and
production in India of rosin and turpentine since 1907,
exports of rosin and turpentine from India; exports of
myrabolams, and of lemon grass, citronella and other oils,
from Indian ports (quantity and value).

Rate of growth and average outturn per tree; average
outtumn (in cubic feet) of different sizes of deodar. Similar
statistical data were compited in the Indian Forest Records,
Vol. VI, Part V, 1918.

Area in square miles of ieak-bearing forests, number
of teak trees per 100 acres of teak-bearing forests; statistics
regarding rate of growth in ginh; average eak growing and
dead trees per 100 acres of teak-bearing foresis; statemnents
showing rate of growth of teak in natural forests - exploit-
able age, size and otherparticulars; statistics regarding yield
and outtumn of Buma teak forests.

FISHERIES

Report on Madras Fisheries by G. F. 8. Christie, 1.C.S,

A statistical analysis of the Fishing industry of Tuti-
corin (South India) by James Homell, F.1S., Repont No. 3
- Madras Fisheries Bulletin, Vol. XI, 1917 - Department of
Fisheries, Madras. .

Statistics and information, West and East Coast
Fisheries, Madras - Bulletin No. 9, Department of Fisheries,
Madras.

Annual Report of the Department of Fisheries, Bengal.
(Annual.)

Statistics of Fish imported into Calcutta - Bulletin No.
13, Department of Fisheries, Calcutta,

A statement showing the principal fish found in the
waters of the Madras coast. Wholesale prices of some
species of fish.

Average yearly weight and value of the 36 most
important local fishes; average monthly catches during 4
years (1911-15); off-shore and in-shore lining at Tuticorin;
average wholesale prices ruling at Tuticorin for forty-one
species of fish; number and distribution of fishermen. List
of the principal food fishes caught at Tuticorin. Avernage
monthly and annual quantity of the produce obtained bythe
chief fishing methods employed at Tuticorin.

Fish curing yards; number of ticket holders; markets;
average quantity of fish cured; number of boats engaged in
fishing.

Fish traffic (imponed into Calcutta in maunds or 1bs.)

Total imports of fish into Calcutia via all routes.
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Publications

. Report on Fisheries of Eastemn Bengal and Assam, by
K. C. De.

APRIL-JUNE 1995

Nature of Information

Statistics relating toinland fish traffic; table comparing
the average prices of the betier varicties of fish with the
prices 20 years ago and with the prices of goats meat.

MINERALS

Repon of the Chief Inspector of Mines in India -
Department of Mines, India. (Annual.)

Mineral production of India - Department of Geolog-
ical Survey of India, Part II. (Annual.)

Quinqguennial review of the Mineral production of
India, published by the Dircctor, Geological Survey of
India. (Quinquennial.)

Statistics relating to the Production and Consumption
of Saltin India - Commercial Intelligence Depaniment (now
published as a supplement to the Indian Trade Journal).
(Annual,)

Reporton the Production and Consumption of Coal in
India - Commercial Intelligence Depanment, (Supplements
to the Indian Trade Journal). (Annual.)

Number of mines regulated by the Indian Mines Act;
average number of persons employed daily; output of
minerals during the year under report. Analysis of figures
relating to outputof coal and coke. Number of mines opened
and closed during the year under report. Fluctuations in the
output of the principal minerals raised from mines classed
under the Indian Mines Act.

Towl value of minerals (fony) for which retums of
production are available; quantity and value of various
minerals; building materials, etc., for various provinces of
India; special statement regarding output, prices, export and
impon of coal and average number of persons employed in
coal-fields; export of manganese, salipetre; import of ker-
osene oil; mineral concessions granted; classification of
licenses and leases.

Quiput and value of minerals for which retums of
production are available; amount and value of imports of
minerals and of producis obtained directly from minerals;
value of impons of products of a more finished nature
manufactured almost entirely from minerals or mineral
products; production of chromite and coal. Average pit's
mouth value (per ton) of coal extracted from the mines in
each province; comparison of the Indian and Japanese coal
stalistics; relation of consumption to production of coeal;
coal consumed on Indian Railways; coal carried for foreign
railways; imports and exports of coal; output of Indian coal
by provinces; accidents in coal-fields; number of persons
employed in coal industry; output of coal per person
employed at Indian mines, and below ground; output of
copper; exports and imports of copper and brass; production
of diamond, elc.

Manufacturers, issucs, impons, exports, and move-
ments of salt in India.

Production of coal in each province and State of India,
and a1 each Lime; 1otal production and consumption of coal
in India; average price of Indian, Welsh and Natal Coal at
Calcuua, Bombay and Karachi; average number of persons
employed daily in the coal mining industryin India; quantity
and value of forcign coal imported into British India, and
of Indian coal exponed, and the supply available for India;
quantity of coal, wood and oil fucl consumed on Indian
Railways: list of Joint-Stock coal companics at work in
India with their financial portion; comparative statement of
the production and consumption of coal in India and Japan.
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Publications

A Bibliography of Indian Geology and Physical
Geography, with an Annotated Index of Minerals of Eco-
nomic value, by T. 1. De La Touche, published by Order
of the Government of India, 1918.

Sketch of the Mineral Resources of India, by T. il
Holland, D.Sc., F.R.G.S., Dircctor, Geological Survey of
India, 1908.

India’s Mineral Wealth, by J. Coggin Brown (Oxford
University Press, Bombay), 1925,

Note on the mineral production of Burma, compiled
by the Financial Commissioner, Burma, and published cach
year.

The minceral resources of Bunma, by N. M. Penzer -
(George Routledge and Sons, 1922).
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Nature of Information

Value of twenty-five minerals extracted in India. A
detailed catalogue of all the minerals in various provinces.
The note under each mineral gives the outtum, but not in
afl cases. The minerals included are those for which
approximatcly trustworthy rewrns are fumished.

Total value of minerals for which regular returns of
production are available. The work gives much information
regarding the production, or imports and exponts, of coal
(Gondwana and Tertiary), chromite, gold, manganese, tin
ore, mica, salt, rock-salt, salt-petre, jadestone, petroleum,
kerosene, elc.

Number of mineral concessions granted. Average
annual value of cenain Indian, minerals produced during
the periods 1898-1903, 1904-1908, 1909-1913, 1914-1918
and in 1919, 1920 and 1921. The value represents either
export values or is based on prices without duty.,

Detsils of the production of coal (Gondwana and
Tertiary), iron-ore, mangancse, petroleum, salt, tin; and
cxports of mica, manganese, etc., are given for the years
1917-1922.

This publication gives the figures for non-Act mines,
as well as those coming under the Indian Mines Act.

Staterment showing the quantity and value of amber,
building materials and road metal, china clay, gold, iron-
ore, petroleum, platinam, etc., and statistics of labour
employed in production of the above minerals are given.

The average annual output (for 1915-1918) in respect
of precious stones, lead and silverore, tin, tungsten ore, salt,
antimony and petroleun are given, together with imports
and exports of precious stones, tin, elc., and an estimate of
the consumption of minerals in Burma, compared with
production.

LARE SCALE INDUSTRIES

Large Industrial Establishments in India - Commercial
Intelligence Depaniment. (Annual.)

Joint Stock Companics in British India and in the
Indian States.

Statistical Abstract for British India - Commercial
Inteltigence Depantment. (Annual.)

Number of establishments and persons employed in the
principal industries in each province and in the Indian
States; list of factories which come under the Indian Fac-
tories Act ineach district of the different provinces of India,
and the average number of persons employed by them.

It gives only a complete list of industrial establish-
ments.

The information available in this publication is only
about cotton, jute, woollen and paper mills and breweries,
and relates o the following items:-

Number-capital-looms-spindles, persons employed -
production (quantity), value of production is also given for
paper and woollen mills. For jute mills no production
statistics are given and additional information on mill
consumption in bales of 400 Ibs. cach, is published. Figures
relating to brewerics are all the same except in regard to
capital, which is not recorded.
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Publications

Cotton Pressing Factories and Cotton Spinning Mills
in India - Commercial Intelligence Department. (Annual.)

Monthly Statistics of Cotton Spinning and Weaving in
Indian Mills - Commercial Intelligence Department.
(Monthly.)

Report on the working of the Indian Factorics Act in
the Provinces.

APRIL-JUNE 1995

Nature of Information

Numberof pressing factories and spinning mills ineach
district. Names of factories, situation and owners or agents.

Quantity (in 1bs.) of yarmn spun and woven goods
produced; dctailed statements of the quantity (in Ibs.) and
the count of yam; description, value and quantity (in 1bs.
and their equivalentin yards) of woven goods are also given.

Enumeration of factories.

COTTAGE INDUSTRIES

IndustriaI.Survcy Repons of each district of the United
Provinces of Agra and Oudh (1922-24).

Notes on the Industries of the United Provinces, by A.
C. Chatterjee, (1908).

Industrial Survey of the Central Provinces and Berar,

(1908-09).

A survey of the Industries and Resources of Eastem
Bengal and Assam for 1907-08, by G. N. Gupts, M. A,,
IC.S.

The statistical information as available in the publi-
cations in connection with this imponant survey is noted
below:-

. Production per man, firm_or family; daily, monthly or
annual outtum per firm, of various cottage industries in a
district. Total outtumn from some industries in a district; the
quantity and value of production of imporant cottage
industries are also given in a few cases. Number of tum-
overs,quantity and value of bye-products; percentage of the
wastage of raw-material in production, the quantity of
finished articles produced in relation to raw-materials uscd,
and the cost of production, are very scldom and imperfectly
dealt with. Machinery, number of works, number of
working days, number of men engaged, wages, somelimes
the tolal annual wages paid in a faclory, are also available
in some cases. Profits arc given per head or per farnily or
per article manufactured, but sometimes the daily or
monthly or annual profits are given. Prices of the raw-
material imported or the finished anicles sold or exported
arc also noted.

This work discusses the trade returns and local con-
sumption, and sometimes the number of employees
engaged with regard to the cotton, silk, woollen, oil and
oil-seed, dycing and printing, leather, iron and steel, brass
and copper industries, flour, ghi, sugar, tobacco and other
produce.

Informationrelating to the number of persons engaged,
imports and exports, production, rate of production, cost of
raw-material and of production, prices of finished goods,
and profits, or to some of .these items, is available with
regard tothe cotton, woollen, silk and lace, pottery, tanning
and leather, dyeing and calicoprinting, and brass and copper
industries.

The statistical information given about textile and
connected industries, leather, fish industry, iron and stecl
work, oil industry, and production of raw silk, relates to the
following items:-

Population supported by the industries, exports and
impons, available raw-material, capital invested, number
of gins, forges, eic., estimates of cloth consumption and
prices of leather. :
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Publications

(a) Report on the Survey of Cotlage Industries in
Bengal - Department of Industries, Bengal, 1924,

(b) Supplementary Repont on the Survey of Conage
Industries in Bengal, forthedistricis of Mymensingh, Nadia
and Faridpur - Depariment of Industries, Bengal.

A summary of the Coutage Industries in the districts of
Bengal - Co-operative Socictics, Bengal.

Handbook of Commercial Information, Madras, by M.
E. Couchman, I.C.S. - Department of Industrics.

Monographs on the various industries issucd between
1895 and 1910 by the various Provincial Govemments.

(These relate 10 cotton and woollen fabrics, silk, dyes
and dyeing, gold and silver, wire and tinsel, feather and
tanning, paper, poticry, glass, stone, wood and ivory
carving, iron and steel, brass and copper, and manufactures
from wood.)

INDIAN ECONOMIC ENQUIRY COMMITTEE 399

Nature of Information

Statistical information is available on the following
items for the various districts of Bengal:-

Number of people or families, and of firms, shops or
factories engaged in the different cottage industries. Yearly
consurnption of raw-materials, prices of raw-materials,
appliances, finished goods. Cost of their repairs and cost of

" production. Rates of production and total yearly outtum.

Average camings of a worker (monthly or daily), hours of
work and trade statistics.

It is a reprint of the summary of the cottage industries
in the districts of Bengal compiled from the Industrial
reports of Messrs. Collins, Cunning, Gupia and Swain. The
information rclates to the distribution of persons engaged
in important industries, the percentages of industrial to total
population, annual production (not in all cases), etc.

Produciion in the various industries, including fisher-
ies, (quantity and valug), prices and foreign trade (quantity
and valuc).

The nature of statistical information available in these
monographs is as given below:-

Cost of raw-material, total cost of production, prices
of artitles sold, rates of profits (per article, family or
worker), wholesale or retail prices of finished goods,
estimated outturn (or some industries. Information about
population and wages of cottage workers, and export and
import trade in raw-materials used for manufacture and in
finished anicles, is also given,



BOOK REVIEWS

Indira Hirway and Pict Terhal, Towards
Employment Guarantee in India, Sage Publica-
tions, New Dclhi, 1994, Pp. 283, Price, Rs 295/-.

The atiempt in this book is o compare the
varicty of public works programmes (PWP)
launched for employing surplus. rural labour and
evaluate their success. Their success is assesscd
on three counts: How far do they (i) alleviate
poverty, (ii) support cconomic development, and
(iii) help environmental protection.

After evaluation, the programmes are graded as
highly successful (HS), Successful (S), moder-
ately successful (MS), and not successful (NS).
The choice of countries for this purpose is guided
by the availability of data on public works pro-
grammes for the above three objectives.

The book is divided into three parts. Part I is
devoted to non-Indian experiences such as those
in China, Netherlands and former East Pakistan
which later became Bangla Desh. Part 1I is
devoted tothe Indian experience inthe three states
of, Maharashtra, Kamataka, and West Bengal.
The main focus is on India and the idea is to sce
how far one can learn from each experience. Part
11 is devoted to a closer look at the PWP in
Gujarat, to see the long term effects of the
programmes. This was facilitated because of the
greaterfamiliarity of the authors to Gujarat works,

After evaluating the achievements of the cases
studied, China seemed to be at the top followed
in that order by the Netherlands, Maharashtra’s
Employment Guarantee Scheme, East Pakistan,
West Bengal and Kamataka’s land army corpo-
rations with Gujarat having its National Rural
Employment Programme and Rural Landless
Employment Guarantce Programme having been
placed at the bottom, This is so far as poverty
alleviation is concerned; in respect of contribu-
tion to development East Pakistan is ahead of
Maharashtra and others. In the matter of
environmental protection, only China and Neth-
erlands seem to make deliberate attempts in this
direction. It is concluded that employment
guarantee is not the only way to ensure social
security in the context of rural public works. The
patterns of China (Communitarian model),
Maharashtra (Right to work model) Netherlands
(right toincome mode) have some advantages and
some disadvantages through the first three have
the advanage of security.

The overall picture that emerges is not very
positive, It is not easy to use labour surplus for
transforming an underdeveloped economy into
one with a minimum of unemployment.

Turning to India, the authors fecl that there isa
strong nced for an all India Employment Guar-
antee Scheme based on rural public works.
However financial, administrative  and
organisational support needed for such works has
not been forthcoming. Moreover, public admin-
istration necds to be reformed radically. Further,
the third aspect for evaluation, viz,
environmental protcction, gets mostly neglected
because of the high priority given to poverty
alleviation and economic development.

Initially the PWP were started in times of
disaster to give relief to the affected poor. But
gradually the idea of developing these relief-
works to absorb routinely unemployed rural
labour took root. The idea was to create rural
asscts and develop the cconomy. Some scholars
suggested a creation of reverse link by starting
routing dccentralized rural works programmes
which could absorb disaster nceds of more
employment. These latter came up because of
increasing number of disasters every decade.

The objective of the present book is to focus on
development work programmes situated in rural
areas, which are not primarily investment ori-
ented. Atleast 50 to 60 per cent component of the
total cost of the projects has to be on wages.
Wages should not be too small and should be paid
regularly, Assets created by the projects should
alleviate poverly and they should be directed
towards the basic needs «f labour. Thus they
should promote irrigation, and help develop small
and marginal farms, as well as, common property
resources. The main ideais to raise the bargaining
power of the poor labourers with the traditional
employers and develop backward areas into
productive ones.

As far as India is concerned salinity of soil,
sinking water tables, degraded forests, etc., are
the problems and hence watershed development,
afforestation programmes, soil conservation
deserve priority. Government ha3 to enhance the
labour absorbing capacity of the economy.
Otherwise employment guarantee can be 100
heavy a burden for the government to bear, There
is also a possibility that inequality will be
increasing because the assets created will be used
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by the better-to-do and labourers will be getting
only the wages. .

Intending India to be the focus, seven studies
compared in this book had different socio-
political settings as well as contents of the public
works.

Maharashtra’s scheme was supporied with
commitment by political lcaders and adminis-
trators. Kamalaka’s Land Army Corporation
(LLAC) was autonomous by the nature of a
corporation. West Bengal had a communist
government. Its programme had relative success
in implementation of land reforms, organised
rural labour and fairly decentralized democracy
reflected in powerful panchayat bodies. Insuch a
setting it was interesting to examine how PWP
works.

In Gujarat, the growth pattern was basically
capitalistand the works were centrally sponsored.
This was again a different setting.

Netherland’s experience was included largely
to see how a developed western capitalist country
manages programmes. In fact these inspired
Comilla experiment in former East Pakistan. It
was found successful initially but not later. In all
the experiments discussed above, there was
free-market oriented democratic political setting.
But one had a different political scenario in the
Chinese case with a Communist Government.
Here one saw central planning on the one hand
and pcoples communes on the other. This case
according to the authors was selected because
India and China had many similarities. But
democracy and ‘no democracy” make a world of
difference.

At the outset it was noted that the Chinese case
topped as successful among all the seven cases.
It certainly reduced poverty of the rural popula-
tion by organizing the rural economy at the cost
of repressing freedom to a considerable extent.
Netherland’s programme was relatively small
coupled with forced nature of employment; the
gains in income seemed small to regard it as
successful in terms of poverty alleviation,
Maharashtra’s programme was big and it scemed
successful. But being very closc to the pro-
gramme, 1 could sce the corruption, inefficiency
and non-sustainability of the programme.
Although sustainability deserves a very high
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priority in such programmes, East Pakistan’s case
seemed moderately successful initially, But ithad
its qualitative and quantitative weaknesses. Kar-
nataka and Gujarat did not succeed in alleviating
poverty, while West Bengal’s performance was
somewhat better.

Objective of economic development is a com-
plex one involving aspects of organisation,
planning, designs, preparation, implementation
and follow-up. Herein economic and political
selting seems of overriding importance. The
Chinese programme was started with economic
development as the object and it could not be
implemented otherwise. Netherland’s pro-
gramme contributed to the economy due to its
cfficient handling by the able hands of the Dutch
Waste Land Development Corporation. East
Pakistan experiment probably failed because of
the wrong choice of projects. Maharashtra had an
appropriate choice of projects but was deficient
in implementation and follow-up. West Bengal
size of work programme was small combined
with deficient planning and follow-up.

As far as environmental protection was con-
cerned, except in the Chincse and Netherlands
programmes, no deliberate attempt was aimed at
itin other cases.

Itishowever very difficult to reduce inequality,
nor can the public works programme be sustain-
able, The planning of works has to be tailored to
the local economy through decentralisation, This
decentralized planning of public works should be
integrated with mainstream planning efforts.

The problems of fixing wage rates, selection of
projects keeping in view the local decision
making, administrative control at higher levels of
public authority, regional planning, add to the
problems of administering the programme.

Socio-political dimensions of the country also
determine the nature of public works programme.
What is the main objective behind the pro-’
gramme? Isitalleviation of poverty? Or isitusing
the surplus labour for cconomic development
without much priority for poverty alleviation? Is
it income guaranice? The answers 1o these
questions depend on the political ideology of the
government, If the programmes are sustainable it
is possible for the woikers to form trade unions
or labour cooperatives,
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The burden of PWP is going to be too heavy
because rale of growth of the labour force is going
to be 2.5 per cent per annum, During 1951-87,
employment grew at the rate of 2.1 per cent per
annum in India. This too is declining and espe-
cially so in respect of agricultural employment.
One wonders whether this kind of vast labour
mass can be absorbed in India. Is it possible to
open so many public works profitably? As far as
my experience in the Maharashtra Employment
Guarantee Scheme goes it was very difficult to
open such large numbers of projects. Many of
these projects, such as percolation tanks, were of
no use.

From the various experiences a few lessons
could be leamt: One was the need of political
commitment. Second, no programme can be
based on unreal assumptions about the socio-
political characteristics of society, whether they
are improving, etc. as in Jawahar Rozgar Yojana .
Third, continuity and sustainability seemed ncc-
essary toattain importantrole ineconomic change
which can again be achieved by long term
planning. Fourth, public works should be in tune
with macro-economic prevalent processes. Fifth,
a combination of central planning with decen-
tralisation of planning and implementation are
needed for success, In my view this is very
difficult to achieve in a democracy. Sixth, mul-
tilevel planning framework should be based on
carefully formulated priorities and goals,
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Seventh, weak socio-economic position of
labourers on public works is reflected in poor
wages, repression, low share in permanent
benefits of the works, poor health conditions
which in piece rate wage system results in low
wage rates. Because the programmes are misused
by politicians and intermediaries they should be
managed carefully, monitored continuously and
evaluated systematically.

The overall emerging picture is however not
encouraging, None of the programmes are highly
successful and when successful it is only for a
short period. Reason for failure of the pro-
grammes in India was that there was no political
commitment (o the programmes except in
Maharashtra. Secondly, there scemed a need for
radical improvement in public administration
including decentralization, professionalisation
and debureaucratisation of the administration.

The cost-benefit analysis of such works is
however difficult 10 do. If not the Government
where do the poor go for help? Hence improved
implementation and administration of the PWP
scems the only way out.

K.V. Dandekar,

Former Professor,
Gokhale Institute of
Politics and Economics,
Pune 4.
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