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In the Draft Outline of the Third-Five Year Plan, published in July i960, the Planning Commission has 
attempted an assessment of the progress of the Indian economy under the First and Second Plans. In this connection, 
it has made the following observation: 

"Over the ten years 1951-61, national income (at constant prices) will have increased by about 42 per cent, 
per capita income by about 20 per cent and per capita consumption by about 16 per cent" (p. 17) 

Thus, if national income is taken as the index of economic growth, the Indian economy, it would appear, 
has been growing over the last decade at the compound rate of 2-57 per cent per annum. 

Is this a correct estimate of the increase in national income and of the rate of growth over the decade? 
In what sectors of the economy have the recorded increases taken plate? How has the increase in national income 
been distributed regionally? What is the relative share of different income-groups in the increase? These are some 
of the questions which immediately occur to the mind. 

Obviously, no conclusive answers can be given to any of these questions without very detailed investigation 
into many aspects of the Indian economy and Indian statistics. It seems possible, however, to offer a few tentative1 

hypotheses on the basis of such data as are available, and which could be the starting point of further enquiry and 
analysis. This is what is attempted in this paper. 

I I 

REVISED E S T I M A T E OF T H E INCREASE 

I N N A T I O N A L I N C O M E 

THE estimate of a 42 per cent in-
crease in national income over the 

decade appears likely to be on the high 
side. India's national income in- 1950-
51 was, according to official estimates, 
Rs 8870 crores at 1948-49 prices, and 
the preliminary estimate for 1959-60 
(the latest year for which it is avail
able) places it at Rs, 11750 crores 
(again at 1948-49 prices). The in
crease, i t w i l l be seen, is only 32.5 per 
cent. It is, of course, true that both 
agricultural and industrial production 
arc reported to have risen significantly 
in 1960-61, but, even allowing for these 
increases, it seems unlikely that the 
estimate of national income in 1960-61 
wi l l register a rise of more than, say, 
36 per cent over the level in 1950-51. 

This downward adjustment w i l l not, 
of course, make a great deal of differ
ence to the average rate of growth of 
income per annum over the decade*, 
though it would make a significant 
difference to the growth in income over 
the Second Plan period. Compared to 

I am very grateful to Shri S, Siva-
subramonian of the Delhi School of 
Economics for advice regarding some of 
the statistics used in this paper, and to 
Shri Y. P. Gupta for help in the calcula
tions. Neither of them, however, bears 
any responsibility for such errors as 
remain. — KNR 

* The compound rate of growth per 
annum wi l l call from 3.57 to 3.12 per 

cent. 

the target of a 24.8 per cent increase 
in national income between 1955-56 
and 1960-61, the realised increase would 
be only a l i t t le over 15 per cent. 

We shall, however, ignore the issues 
raised by the shortfall in the Second 
Plan period, and by the seeming differ
ence in the rate of growth of income 
as between the First and Second Plan 
periods. We shall take the decade as 
a whole, and consider first the rates of 
growth of the main sectors of the eco
nomy over this decade. 

PERIOD SELECTED FOR D E T A I L E D 

A N A L Y S I S 

Since 1950-51 was a bad year for 
agricultural production in India (due 
to climatic reasons), and also otherwise 
an exceptional year (on account of the 
outbreak of the Korean W a r ) , there is 
some advantage in taking 1949-50 as 
the base year for our analysis of sectoral 
rates of growth. Many of the targets 
of increase in agricultural production 
in the First Plan were, in fact, set 
wi th reference to the level in 1949-50, 
and it is, therefore, also easier to com
pare the realised increases with the 
targets if 1949-50 is taken as the base 
year. Moreover, the national income 
in 1949-50, at constant prices, was not 
much lower than in 1950-51; it was 
estimated at Rs, 8840 crores as com
pared to Rs. 8870 crores in the latter 
year. 

Similarly, since detailed sector-wise 
estimates of national income are not 
available for 1959-60 and 1960-61, we 
shall take 1958-59 as the final year of 

the decade. National income in 1958-
59, at constant prices, has been officially 
estimated at Rs. 11700 crores, which 
is only Rs. 50 crores lower than the 
estimate for 1959-60. For all practical 
purposes, therefore, the increase in 
national income recorded between 
1949-50 and 1958-59 can be regarded 
as an approximate measure of the 
growth over the decade. 

I l l 

RELATIVE R A T E S OF G R O W T H OF 

C O M M O D I T Y PRODUCTION A N D SERVICES 

From the estimates of sectoral income 
at constant prices, it would seem that 
(a) the percentage increase in the out
put of services during the decade has 
been much greater than the percentage 
increase of commodity production 
(being 40.7 and 28.0 per cent respect
ively) ; and (b) within commodity pro
duction, the percentage increase in 
output of the secondary sector ( in
cluding here mining in addition to 
manufacturing) has been only of about 
the same order as of the primary 
sector (i.e., of agriculture, animal 
husbandry, fishery and forestry), both 
being around 28 per cent. 

These inferences, however, rest very 
much on the methods used for deflating 
the estimates of income at current prices, 
in order to arrive at income at constant 
(i.e. 1948-49) prices. This w i l l be 
evident from Table I which gives the 
official estimates of net domestic out
put, both at current and constant 
prices, for the years 1949-50 and 
1958-59, and the percentage increases 
of income in each case 
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C U R I O U S RESULTS OF D E F L A T I O N 

It w i l l be noticed that the income 
from 'Other services' (which comprise, 
professions and liberal arts, government 
services, domestic service and house 
property) does not get deflated at al l , 
though obviously there has been some 
rise in the prices of these services be
tween 1919-50 and 1958-59. In the case  
of 'Commerce, transport and communi
cations', the effect of the deflation is, 
curiously enough, to raise the income 
from these services in 10,38-59, even  
in absolute terms, from Rs. 2110 crores 
at current prices to Rs. 2210 crores 
at 1948-49 prices. The explanation for 
this extremely odd result is far from 
dear, though there is reason to suspect 
that it is connected wi th the method 

adopted to deflate income from trans
port. In any case, in view of the 
difference in treatment of commodity 
production and services, it is not sur
prising that the effect of the deflation 
is to reduce substantially the percentage 
increase in income from commodity 
production from 39.1 to 28.0 per cent, 
and to raise the percentage increase in 
income from services as a whole from 
36.5 to 40.7 per cent. 

The difference that is made by the 
method of deflation used is even more 
glaring when we compare the share 
of services in the absolute increase in 
national income, before and after 
deflation. This is shown in Table I I . 
The share of services in the total 

increase in income over the decade is, 

after deflation, well over two fifths, 
though at current prices, it is less 
than a th i rd . 

U N D E R - E S T I M A T I O N O F INCREASE I N 

I N C O M E FROM C O M M E R C E A N D 

TRANSPORT 

It is possible that the increase in 
income from services has been under
estimated to begin wi th , and that the 
effect of the deflating procedures 
adopted has been only to correct this 
under-estimation. For instance, when 
we look at the more detailed breakdown 
of the income from services, estimated 
at current prices, it is evident that, 
according to these estimates, the 
lowest percentage increase in income 
over the decade ha^ been in 'Other 
commerce and transport*. 

It seems, on the face of i t , an under
estimate that, in a period in which 
commodity production has increased by 
39.1 per cent at current prices, and 
also income from different services by 
such substantial percentages (as indicat
ed in Table I I ) , income from 'Other 
commerce and transport' alone should 
increase only by 15.1 per cent. Whether 
the possible under-estimation on this 
account completely offsets the element 
of over-estimation introduced by the 
methods of deflation noted earlier is, 
however, difficult to say. 

OVER— ESTIMATION OF INCREASE IN 
O U T P U T OF FOODGRAINS 

In the case of commodity production, 
it is not so much the method of defla
tion used that casts doubt on the 
reliability of the estimates at constant 
prices but, as in the case of income 
from 'Other commerce and transport', 
the ini t ial basis itself of the estimation 
at current prices of the income from 
certain important components. In the 
agricultural sector, for instance, there 
is some reason to believe that there 
has been over-estimation of the increase 
in income from production of food-
grains. The official estimates of 
national income seem to be based on 
the absolute figures of production given 
by the. Ministry of Food and Agri
culture, though the Ministry itself has 
cautioned against the use of these 
figures for comparisons over time (on 
grounds of changes in coverage and 
method of estimation). Judging from 
the index numbers of production of 
different crops published by the 
Ministry, which are claimed to make 
alowance for all these non-comparable 
elewner.ts, it is clear that the absolute 
figures (used for computation of 
national income) considerably under
estimate the output of foodgrains in 
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1949-50, and therefore over-estimate 
the increase in income from agriculture 
over 1949-50, 

The extent of the difference which 
the use of the absolute figures of food-
grain output would make to an 
assessment of the increase in production 
between 1949-50 and 1958-59 has been 
pointed out by Professor Daniel 
Thorner: 

" the index numbers involve 
assumptions that the absolute 
figures printed for the early years 
and particularly for the base year, 
1949-50, represent serious under
estimates. Unless, for example, the 
1949-50 figure for all foodgiains is 
conceded to have been something 
like 58 million tons (as contrasted 
with the printed absolute figure of 
54 million tons), the 1958-59 index 
of 128 for 73.5 million tons has no 
meaning".* 

If we take this alone into account, it 
would seem that the income from 
agriculture in 1949-50 must have been 
at least Rs. 100 crores higher than indi
cated by the official estimate of Rs. 
4360 crores — in which case the in
crease over 1949-50 in the following 
decade would be less than 25 per cent 
(and not 28 per cent, as indicated in 
Table I ) . 

of the First Plan much more than was 
originally anticipated. This is based 
on the fact that the estimated increase, 
at the time the Plan was framed, was 
i r -12 per cent over the level in 
1950-51, while the actual increase has 
since been estimated at about 18 per 
cent. 

A closer examination of the data, 
however, indicates that this apparent 
improvement over the original expecta
tions was wholly on account of different 
assumptions in estimating the increase 
in income from services, and not on 
account of the increase in commodity 
production being any higher than was 
anticipated. This can be seen from a 
comparison of the original estimates of 
the Planning Commission w i th the sub
sequent official estimates of national 
income for the relevant period. 

The detailed estimates of the Plan
ning Commission, at the time the First 
Plan was framed, took 1948-49 as the 
base year. These estimates indicated 
an increase in national income of about 
15 per cent between 1948-49 and 
1955-56, but art allowance was made 
for the increase in income between 
1948-49 and 1950-51 as follows: 

"The use of 1948-49 as the base 

IV 
A C O M M E N T O N INCREASE I N 

N A T I O N A L I N C O M E I N T H E 

FIRST P L A N PERIOD 

We may note, in this connection, a 
point of some incidental interest. It 
is a common belief that national in 
come increased in India over the period 

*Daniel Thorner, 'India's Elusive 
Agricultural Output Figures', The 
Economic Weekly, Annual Number, 
January i960. 

year in the above calculations pre
vents a direct estimate being derived 
of the increase in national income 
in the period of the Plan. It may, 
however, be safe to assume that the 
level of per capita income was per-
hips only maintained constant be
tween 1948-49 and 1950-51. If 
this assumption is made, the national 
income in 1950-51 (at 1948-49 
price) would work out to about 
Rs. 8900-9000 crores, and the in
crease in the national income by 
the end of the Plan at 11 to 12 per 
cent of the 1950-51 level. It must 
be emphasized however that this 

2 5 5 

estimate of the increase in national 
income in the Plan period does not 
take fully into account the possible 
increases in income from some of 
the schemes like the community 
development programme which 
figure in the Plan''. (The First 
Five Year Plan, pp. 104-105) 

What we should compare, therefore, 
arc the original Planning Commission 
estimates w i th the later estimates of 
national income (estimated at 1948-49 
prices) for the period, 1948-49 to 
1955-56. The data arc summarised in 
Table I V , 

I t w i l l be seen that the percentage 
increase in commodity production 
realised over this period was actuary 
lower than estimated by the Planning 
Commission at the time the First Plan 
was framed, and that it is the estimates 
of increase in income from services 
which have made al l the difference. 
When allowance is made for the under
estimation of foodgrain output in the 
base year (to which reference was 
made in the last section), the realised 
increase in commodity production w i l l 
appear to have been even lower com
pared to the original estimate. 

U N D E R - E S T I M A T I O N O F INCREASE I N 

O U T P U T O F S M A L L ENTERPRISES 

I t was pointed out in Section I I I 
above that the increase in foodgrain 
production between 1949-50 and 1958-
59 has probably been over-estimated, 
and that if allowance is made for this 
over-estimation the increase in income 
from agriculture over this period would 
be only about 25 per cent. The in
ference, however, should not be drawn 
that the percentage increase in commo
dity production as a whole, over this 
decade, is also likely to be lower than 
indicated in the official estimates. For, 
as against the possible over-estimation 
of the increase in foodgrain production, 
the increase in output of 'small enter
prises', engaged in commodity produc
tion, appears to have been under
estimated in the official national in-
come estimates. The following para
graphs indicate the reasons for this 
suspicion, 

A detailed breakdown of the income, 
at 1948-49 prices, of the 'Min ing , 
manufacturing and small enterprises' 
sector is available for 1049-50 (Final 
Report of the National Income Com
mittee, February 1954, P. 143); for  
1958-59, however, the breakdown avail
able is only for the income from this 
sector at current prices. This makes it 
difficult to say precisely what has been 
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the increase in income from small enter
prises as such, at constant prices, be
tween 1949-50 and 1958-59. Since, 
however, estimates at constant prices arc 
available for both the years for the sec-
tor as a whole, an approximate idea can 
be had by adjusting the estimated 
increase in income, at current prices, of 
the sub-sectors in the same proportion 
as the difference between the estimated 
increases at current and constant prices 
of the entire sector. The results of the 
exercise are presented in Table V. 

"EVIDENCE O F G R O W T H I N T H I S 

SUB-SECTOR 

A little reflection w i l l , however, show 
that it is not as valid a reason as 
might appear at first sight. In the 
First and Second Plans, there has been 
a significant effort to protect and 
resuscitate many of these village indus
tries. According to the Planning 
Commission, the output of handloom 
cloth has, in fact, increased from 843 
mil l ion yards in 1951 to 1865 mil l ion 

I t w i l l be seen that, when converted 
to constant prices, the official estimates 
of the income from small enterprises 
w i l l show an increase of only a little 
over 8 per cent over the whole decade. 
This is likely to be less than even 
the growth of the working force in 
this sector during this period. What 
\a surprising is that this slow rate of 
growth of income in small enterprises 
is supposed to have taken place in a 
period in which income from the 
agricultural sector as a whole is 
estimated to have increased by 28.0 per 
cent and income from factory establish
ments and mining by well over 90 
per cent. 

What possible defence could there be 
of assumptions leading to an estimate 
of such a low growth of income in 
small enterprises? There is only one 
we can think of straightaway. It is 
well known that, over a long period 
covering several decades, village indus
tries have been showing a declining 
trend. Since village industries are an 
important segment of 'small enterprises', 
this is a probable explanation of the 
assumptions underlying the national 
income estimates relating to this sub-
sector. 

yards by 1958-59.* Similarly, the out
put in the villages of tanned hides, of 
'ghani o i l , handpounded rice, and of 
soap and matches are all reported to 
have been raised significantIy during 
this period. 

In addition, as is well known, there 
has been in the last few years a marked 
growth of small industries in the towns. 
Many of these ruban enterprises arc 
ancillary to large-scale industry, and 
also cater to consumption and invest
ment demands of a rapidly growing 
character. The bulk of them cannot, 
by any standards, be regarded as 
'stagnant'; productivity in some of them 
is also quite high. 

Could all these growing industries in 
the small-enterprise sector be still a 
small proportion of the total? It w i l l 
be seen from Table VI that textiles, 
leather, and metal manufacturing and 
engineering industries — all of which 
are reported to have shown significant 
progress during the decade - - account
ed, in fact, for no less than 42.8 per 

*Sec Review of the First Five Year 
Plan (Planning Commission), p. 216, and 
Second Five Year Plan Progress Report 
(Planning Commission), p. 105 

cent of the total earnings from small 
enterprises in 1949-50. 

T A B L E V I 

Share of Different Industries in the Total 
Earnings from Small Enterprises, 

I949-50* 

Percentages of total 
Textiles, including tailoring 23,3 
Leather, its product 5 and 

footwear 7.9 
Metal manufacturering and 

engineering 1 1.6 
Wood, glass, ceramics, building 

and construction 39.3 
Food, drink and tobacco 10.8 
Others 7.1 

* Final Report of the National In 
came Committee (February 1954) 
p. 71 

A l l available evidence points also to 
very considerable expansion in small 
enterprises associated with building and 
construction, which at counted for an
other two-fifths of the total earnings 
from sin.111 enterprises. 

There seems, therefore, little reason 
to doubt that the increase in income 
from small enterprises over the last 
decade has been very grossly under
estimated in the official national income 
data. It is even probable that the in
come from small enterprises has gone 
up during this period by as much as the 
income from factory establishments — 
though, in our present state of know
ledge about this sector, it can be only 
a hypothesis to be tested by further 
investigation. Let us suppose, for 
illustrative purposes, that the increase 
in production in this sector has been 
of this order. The income from ' M i n 
ing, manufacturing and small enter
prises', taken as a whole, would then 
be around Rs. 2270 crores in 1958-59 
(at 1048-40 prices), and not Rs. 1870 
crores as shown in the official estimates. 
It would, in turn, mean a percentage 
increase in income in this sector of 
about 55.4 per cent over the decade, 
and not 28.0 per cent. The percentage 
increase in income in this sector would 
then be significantly higher than in 
agriculture. This gives an indication 
of the difference that is likely to be 
made to our assessment of the relative 
increases in income in the different 
sectors when the apparent under-esti
mation in the small-enterprises is 
corrected. 

V I 

I S A S U M - U P P O S S I B L E 

In the light of all these limitations 
of data, one might wonder whether 
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anything at all can be said with con
fidence, and with reasonable precision, 
about the growth of national income in 
the !as^ decade and the relative rates 
of growth of different sectors. If one 
chose to be fastidious and critical, it 
would indeed not be difficult to argue 
that the official national income data, 
front which many conclusions are often 
unsuspectingly drawn, air not worth 
the paper on which they arc printed. 
This would, however, be too negative 
an approach to the problem we are 
confronted wi th . It is one thing to 
point out the limitations of available 
data, caution against unwarranted in
ferences being drawn, and suggest areas 
where more detailed scrutiny and in-
vestigation are required; it is another 
to condemn them outright and refuse 
to draw any conclusions at all pending 
the correction of all the deficiencies 
Moreover, unless one puts forward some 
hypotheses on the basis of whatever is 
known, it w i l l not be possible to frame 
meaningfully further investigations to 
test the available data and improve 
their usefulness. The rest of this paper 
is based on this approach, and the 
hypotheses put forward must, therefore, 
be seen in this light. 

As pointed out in the last section, one 
thing that can be said with confidence 
is that the increase in income from 
Mining, manufacturing and small 
enterprises' over the last decade has 
been grossly under-estimated. It is 
likely that the rate of growth of this 
sector has been significantly higher 
than of agriculture. 

It is difficult to say, however, that 
the increase in income from agriculture 
has itself been very much over-esti
mated. One reason for suspecting that 
the increase in production of food-
grains has been over-estimated has been 
mentioned earlier. Hut, on the other 
hand, there are several other lines of 
production in agriculture (such as 
animal husbandry, production of vege
tables, etc.) in which there may well 
have been some under-estimation* 

NSS D A T A ON FOODGRAINS 

Moreover, even in the matter of 
foodgrains, there is another set of data, 
collected by the National Sample Sur
vey, which presents a different picture. 
According to the estimate based on the 
First Round conducted by the NSS, 
die production of foodgrains in 1949-50 
was about 60 mil l ion tons†; it is report-

* The reason for this suspicion wi l l be 
indicated later in this paper. 

† The National Sample Survey, 
General Report No, I on the First 
Round, p. 26 

ed now (from a speech delivered by 
Professor Mahalanobis at Tokyo) that, 
according to the estimate based on the 
Thirteenth Round of the NSS, the 
output of foodgrains was about 95 
mil l ion tons, marking a rise of 58.3 per 
cent over the level in 1949-50. Accord
ing to official estimates, it may be 
mentioned, the increase in production 
between 1949-50 and 1958-59 was only 
about 39.8 per cent (from 54.0 to 75.3 
mill ion tons), 

What makes one inclined, however, 
to place even less credence on the NSS 
estimates than on those of the 
Ministry of Food and Agriculture is 
that there are still fewer, ways open to 
one for checking the method adopted 
by the NSS in arriving at these esti
mates. The published figures of the 
NSS refer to the consumer expenditure, 
in terms of money, on foodgrains and 
not to quantities consumed. From the 
fact that research workers attached to 
the Indian Statistical Institute have 
been estimating value as well as quan
tity elasticities from the NSS data, it 
would appear that detailed informal ion 
relating to quantity are also available. 
Hut how these figures of quantity are 
arrived at, whether they are estimated 
independently by direct physical mea
surement or by deflating the value 
figures secured through the interview 
method by some price index, and, if 
the latter, what precisely are the price 
indices used, are not known. 

There seem to be also several incon
sistencies in the various estimates 
derived from NSS data. For instance, 
if the output of foodgrains has really 
increased by 58.0 per cent over this 
period, and if the income elasticities 
of demand for foodgrains are what the 
NSS data are said to indicate*, it is 
difficult to understand why there has 
been such an upward pressure on food-
grain prices during this period. What 
makes the NSS estimate particularly 
perplexing is that the Thirteenth Round 
covers the period May 1957 — Septem
ber 1958, i.e. the period preceding the 
bumper harvest of 1958-59. The 
official estimate of foodgrain produc
tion for the year 1957-58 is only 62.5 
mill ion tons. 

About the growth of income in the 
agricultural sector over the last decade, 
lit t le can, therefore, be said wi th con
fidence. A l l that can perhaps be stated 

* c.f. Report of the Foodgrains 
Enquiry Committee, 1957, Ch.V. Also, 
my article on 'Income Elasticity of 
Demand: A comment on its use', The 
Economic Weekly Annual Number, 
January 1958. 
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is that it is not impossible that the 
national income data underestimate 
the increase that has taken place, 
though one cannot be sure, and that, 
even if there has been under-estimation, 
it is highly improbable that it has been 
of the order indicated by the NSS data. 

A D J U S T M E N T S REQUIRED I N T H E 

E S T I M A T E S FOR SERVICES 

It is equally difficult to say what 
precisely has happened in the tertiary 
sector. Obviously, as pointed out 
earlier, the methods used for deflating 
the incomes from this sector over-esti
mate the increase that has taken place. 
In fact, if we assume that product 
prices in this sector have gone up by 
about 10 per cent over the decade, the 
increase in income from services, at 
constant prices, w i l l be less than 25 per 
cent of the level in 1949-50, and not 
over 40 per cent as indicated in the 
national income estimates (sec Table I ) . 
Similarly, on this assumption, the 
share of services in the total increase 
in national income at constant prices 
w i l l be only about 30 per cent, and 
not 43 per cent (sec Table I I ) . I f , in 
addition, we, take into account the 
possible under-estimation of the increase 
in commodity production during this 
period (particularly in 'small enter
prises'), it would appear that the rela
tive share of services in the growth of 
income over the decade has been grossly 
over-estimated. 

On the other hand, of course, as was 
pointed earlier, it is clear that the in
crease in income under the most im
portant head in the tertiary sector, i.e. 
'Other commerce and transport', has 
been under-estimated to begin with , 
even at current prices. If it is assumed 
that the income from this sub-sector has 
increased at least at the same rate as 
from commodity production ( i n fact, 
the chances are that it increased at a 
faster rate), the over-estimation of the 
increase in income from the sector as 
a whole, resulting from the deflating 
procedures adopted, w i l l be offset to a 
very considerable extent. What the 
net position w i l l be, after al l these cor
rections have been made, is difficult 
to estimate, but one may venture the 
guess that the growth of income in the 
tertiary sector is still unlikely to have 
been as high as indicated in the official 
national income estimates. 

C O N C L U S I O N ABOUT E S T I M A T E D R A T E 

OF G R O W T H OVER T H E DECADE 

Taking the economy as a whole, it 
is, therefore, difficult to be sure whether 
the rate of growth of income indicated 
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by the official data under-estirnate or 
over-estimate the actual growth that has 
taken place. All one can say is that 
the growth of commodity production 
has probably been under-estimated and 
the growth of services over-estimated. 
If the under-estimation of the former 
has been greater than the over esti
mation of the latter — as is not unlikely 
— the actual rate of growth of the 
economy as a whole may have been 
higher than indicated by the national 
income data; but, again, one would 
perhaps not be far wrong in supposing 
that it could not have been so much 
higher as to make a significant differ
ence to the estimate of the annual rate 
of growth of the economy over the 
decade. 

V I I 

STATE-WISH DISTRIBUTION o r I N C O M E 

FROM SELECTED I T E M S IN AGRICULTURE 

Keeping in mind the limitations of 
data discussed in the earlier sections, 
and in particular the likely bias of the 
data in the case of different sectors of 
the economy, we may go on to see 
whether any kind of idea can be formed, 
from available data, of regional rates 
of growth. We shall analyse the data 
State-wise, starting with the agricultural 
sector. The deficiencies of official 
agricultural statistics, noticed earlier, 
are, of course, likely to be greater in 
some States than in others, and this 
must be borne in mind when inter
preting the data. 

Absolute figures of production of the 
main agricultural crops are available, 
State-wise, for the period 1949-50 to 
1958-59 in the Ministry of Food and 
Agriculture. The Final Report of the 

National Income Committee gives the 
gross value of different crops at 1948-49 
prices, as also the physical output in 
each case (refer to Table 7 on page 36 
of the Report); it also gives an idea of 
the adjustment that should be made for 
arriving at the net value added in this 
sector from the estimates of gross value 
(refer to Table 8 on page 45 of the 
Report), It is, therefore, possible to 
estimate roughly the net value added 
by the main agricultural crops in the 
different States in 1949-50 and 19",8-59 
at 1948-49 prices. 

We take, to begin with, the following 
crops: rice, wheat, pulses, cotton, jute, 
sugarcane and oilseeds. Our estimate 
of the net value added by these crops. 
State-wise, is given in Table V I I . 
I t w i l l be seen that the increase in in
come from these crops alone account 
for Rs. 810 crores of the estimated in
crease of Rs. 1220 crores in the total 
income from the agricultural sector 
over the decade ( in both cases at 1948 
49 prices). Of course, States like 
Assam and Kerala, specialise very con
siderably in some of the crops that have 
been left out here, and to that extent 
the picture presented in Table V I I 
may be misleading. If this limitation 
is, however, borne in mind, Table V I I 
can give an idea of the areas in which, 
according to official agricultural statis
tics, the greater part of the increases in 
agricultural production have taken 
place during this period. 

GROUPING OF STATES ACCORDING TO 
RATES OF G R O W T H IN AGRICULTURE 

Classified according to the decennial 
rates of growth, in the items of agri
cultural production specified in Table 

TABLE V I I 

State-wise Distribution of the Net Income originating from Production of Rice, 
Wheat, Pulses, Cotton, Jute, Sugarcane and Oilseeds 

(at 1948-49 prices) 

In the above classification, the rank
ing of Rajasthan and of Assam are 
affected very much by two factors 
peculiar to them. In the case of Raja 
sthan, the figure for 1949-50 is a very 
considerable under-estimate, due to the 
low percentage of reporting area in that 
year and other deficiencies of data. 
Whether the correction of these defi
ciencies wi l l result in Rajasthan being 
pushed down to a lower group is, how
ever, by no means certain. It is 
reported that agricultural production 
has, in fact, increased very significantly 
in the State, in which case it is not 
unlikely that, even after allowing for 
the fictitious statistical increases, the 
growth of income in Rajasthan has 
been large enough to merit its being 
grouped along wi th the Punjab. At 
worst, it wi l l fall into the second group 
of States. In the case of Assam, the 
non-inclusion of tea makes for under
estimation of the increase in income 
from the agricultural sector in this 
State, but again (as we shall see 
later) it is unlikely that the inclusion 
of tea w i l l result in a very significant 
change in the grouping or even in the 
relative position of the State. 

V I I I 

AREA Sown A N D AREA IRRIGATED I N 

D I F F E R E N T STATES 

It may be of interest to consider, 
in passing, some of the possible ex
planations for these wide differences in 
the rates of growth in agriculture as 
between different States. That they 

* The figures for the individual States wi l l not exactly add up to the total, 
as data for some of the territories of the Indian Union have not been 
shown separately in this Table. 
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cannot be wholly explained by different 
rates of increase of net sown area or 
by the percentage and rate of ex
tension of area under irrigation w i l l be 
evident from Table V I I I , 

No doubt, the high rates of growth 
of income from agriculture in the 
Punjab, Madras and Andhra Pradesh 
can, to a large extent, be explained in 
terms of the increase in net sown 
area, the high percentage of sown 
area already under irrigation in 1949-
50, and the substantial extensions of 
irrigated area in these States in the 
following decade. The increases in 
production in Rajasthan (after correc
tion for over-estimation) can also pro
bably be explained in terms of these 
factors, But the high rates of growth 
of agricultural production in Bombay, 
Madhya Pradesh and Mysore cannot 
be wholly explained in this way, nor 
the relatively poor performance of West 
Bengal, Orissa and Assam. Thus it 
w i l l be noticed that though there has 
been some increase in the net sown 
area in Bombay, Madhya Pradesh and 
Mysore, as also in the area under 
irrigation, the percentage of total i r r i 
gated area to sown area is quite small 
in all these three States; on the other 
hand, in the case of Bengal, Orissa 
and Assam, the percentage of irrigated 
to sown area is high, as also the 
increase in irrigated area over the 
decade, but, nevertheless, the rate of 
growth of agricultural production in 
these States appears to have been very 
low. 

SIZE D I S T R I B U T I O N OK L A N D H O L D I N G S 

I N D I F F E R E N T REGIONS 

Another possible explanation for the 
different rates of growth would be in 

terms of differences in the size-
distribution of agricultural holdings and 
in the relative share of farmers 
w i th adequate resources for raising 
productivity. Unfortunately, data re
garding the pattern of agricultural 
holdings are not available State-wise. 
For making use of the data that are 
available, we must, therefore, regroup 
the States in such a way as to make 
the areas correspond as closely as 
possible to the zones in terms of which 
these data have been presented in the 
National Sample Survey Report on 
Land Holdings*. This cannot be done 
altogether successfully since the bounda
ries of a number of States, which were 
grouped together for the purpose of 
the Survey, (after the Reorganisation 
of "States in 195b) are no longer the 
same. There is also another problem, 
namely, that an acre of land in a zone 
wi th extensive dry areas or relatively 
inferior soil is not equivalent to an 
acre of land in a zone endowed wi th 
plentiful supply of water and good 
*oil ; if, therefore, we are to make 
an inter-zone comparison of the pattern 
of size-distribution, wi th a view to 
assessing the relative importance of big 
and small farmers in the different 
zones, allowance must be made for 
differences in productivity per acre. 

An attempt is made, however, in 
Table IX to present a rough picture 
of the relative share of different 
classes in the total 'operated area' in 
the rural sector, according to the size 
of their holdings and of the estimated 
income originating from them. The 

""National Sample Survey, 'First Report 
on Land Holdings, Rural Sector', 
Sankhya, February 1958. The survey was 
conducted in 1953-54. 

differences in the net value added per 
acre, between zones, are taken into 
account in the classification. 

'Non-agricultural classes and agri
cultural labourers' are defined here 
as those who have no holdings at all 
or have holdings smaller than 1 acre; 
'small farmers' are defined as those 
whose holdings are bigger than these 
but from which the net output in 
1949-50 could not have been more 
(ban about Rs. 2250 per annum; 
'medium-sized fanners' are those whose 
holdings would have yielded in that 
year approximately Rs. -2250 to Rs. 
4500 per annum; and 'big fanners' art 
taken to mean those whose holdings were 
large enough to have a net output of 
more than Rs. 4500 per annum. On the 
basis of a rough estimate of the net 
value added per acre in the different 
zones, it has also been assumed that 
net output of approximately Rs. 4500 
per annum would, on the average, 
have been yielded by farms of the 
following sizes in the .six zones analysed: 

THE RELATIVE IMPORTANCE OF 

MEDIUM-SIZED A N D BIG FARMERS 

It w i l l be seen from Table I X that 
medium-sized and big farmers account
ed for a larger proportion of the 
total operated area in West India, 
Central India and Nor th West India 
than in the other zones (their shares 
being 45.3, 56.1 and 57.8 per cent 

* Data regarding irrigated an a have been obtained from the Planning Commission, 
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respectively of the total operated area 
in each of these three States, compared 
to 39.6, 39.9 and 38.8 per cent in North 
India, East India and South Ind ia ) . 
It will also be noticed that, in South 
India, though the share of medium-
sized and big fanners together is only 
38.8 per cent, the share of the big 
farmers, relatively to their proportion 
in the total rural population, is higher 
than in any other zone. 

Though one has to be very circum
spect about drawing conclusions from 
these data, in view of their numerous 
limitations, it is possible to advance 
the hypothesis that higher rates of 
growth of agricultural production in 
North West India, Central India, West 
India and South India have been at 
least partly due to the greater relative 

importance of the big and medium-
sized fanners in these regions. In the 
case of East India, the very slow 
rate of growth is probably explained 
not only by the relatively smaller share 
of these classes but by the slow pace 
of tenancy reform in this region. Con
ditions of tenancy arc likely to have 
affected the States hi the other zones 
also in varying degrees, but data are 
not available for a closer analysis of 
this problem. 

The link between growth of agri
cultural productivity and the size and 
status of cultivators' holdings has, in 
fact, been brought out in the Report 
of the Team for the Study of Com
munity Projects and National Extension 
Service: 

Data have been given in each case for the latest year for which they 
are available. Data regarding fertilizers distributed have been secured 
from the Planning Commission. 

" I n nearly all the facilities that have 
anything to do with agriculture and 
animal husbandly one notices that 
there is a direct relationship between 
the size of landholding for a group 
and the proportion of respondents 
from that group that derive benefit 
from the particular facility. Thus we 
see that 66% of the large owner-
cultivators, 46% of the medium owner-
cultivators, and 22% of the small 
owner-cultivators derive benefit from 
the programme of improved seed 
supply. The same is found to be 
tiue about manures and fertilizers, 
improved methods of cultivation and 
pesticides. This implies that the 
better off group of farmers tends to 
be represented in higher proportion 
among the beneficiaries of agricultural 
facilities. In other words, the better 
off a cultivator is, the more likely 
is it that he wil l figure in the list 
of beneficiaries from project pro
grammes 

In this connection there is another 
point that is strikingly noticeable. 
Among all the occupational categories 
based upon agriculture, the tenant-
cultivator figures the least in pro-
portion to his size among the bene
ficiaries. This is particularly true 
with reference to supply of better 
seeds, manures, implements, improved 
methods of cultivation, cattle inno-
culation and vaccination. As a tenant-
cultivator who has no land of his own 
he is probably reluctant to invest addi
tionally on such facilities unless the 
land owner shares the cost with him. 
Actually he figures below every other 
group. Another reason for this 
situation may be that he has no land 
against which he can borrow credit 
either in cash or kind. The culti
vator-labourer who may be a smaller 
operator has got the advantage of 
his small piece of land. In all these 
items, the group of respondents who 
are cultivator-cum-labourers figures 
better than the tenant cultivators". 
(Vol I I , p. to 1. Published by the 
Committee on Plan Projects, Novem
ber 1959)-

INDICES O F C H A N G E I N T E C H N I Q U E S 

OF PRODUCTION 

Table X shows the percentage share 
of some important States in certain 
types of equipment and facilities at the 
disposal of cultivators; the share of 
these States in the total net sown area 
in the country is also shown for pur
poses of comparison. 

I t w i l l be seen that the relative share 
of States like the Punjab and Madras, 
in regard to most of the items listed, 
is greater than their share of the total 
sown area; at the other extreme is West 
Bengal whose share of most of the 
items is much less than its share of 
the total sown area. In the light of 
what has been said earlier, these differ
ences can perhaps be regarded as an 
indication of the extent . t o which 
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o p p o r t u n i t y f o r t h o s e t h a t t a k e i t 

A n i m p o r t a n t feature o f t h e e d u c a t i o n a l fac i l i t i es 

a t Jamshedpur i s t he l e i su re - t ime t r a i n i n g of 

employees . I n s t r u c t i o n p r o v i d e d , after h o u r s , helps 

s tee lmen l i k e J . P . Pa thak t o acqu i re w i d e r 

k n o w l e d g e a n d n e w sk i l l s . 

Pa thak , w h o s tar ted h i s career in Ta ta Steel as an 

office b o y i n 1929, passed h i s m a t r i c u l a t i o n 

e x a m i n a t i o n f r o m t h e C o m p a n y n i g h t s c h o o l i n 1944. 

Pa thak n e x t t o o k u p a n even ing course 

i n basic mechan i ca l d r a w i n g a t t he J amshedpur 

T e c h n i c a l I n s t i t u t e . I n 1957, he was selected 

f o r overseas t r a i n i n g , a n d w e n t t o Canada , t h e U . S . A . , 

W e s t G e r m a n y a n d H o l l a n d , t o l ea rn techniques 

o f o p e r a t i n g a s in te r p l a n t . T o d a y , Pa thak 

i s operator- in*charge o f t he s in ter p l a n t added unde r 

t h e t w o m i l l i o n t o n e x p a n s i o n p r o g r a m m e . 
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medium-sized and big farmers have 
taken to new techniques of cultivation 
in different States.* The data also 
suggest significant differences, as be-
tween States, in the form which new 
techniques take. Thus the tendency to 
adopt highly mechanised techniques, 
such as the use of tractors, appears 
to be much greater in the Pun
jab, where labour is relatively scarce, 
than in Madras, where it is abundant. 
Unfortunately, however, data are not 
available in sufficient detail, and for 
recent years, to permit a more adequate 
analysis of these developments over the 
last decade. 

very roughly from these data the likely 
increase in the net value added by 
animal husbandry over the last decade. 
Similarly, it is possible to make an 
estimate of the increase in net value 
added through production of straw, 
since this can be expected to have a 
direct relationship with the increase in 
output of foodgrains. Rough estimates 
can also be made of the State-wise dis
tribution of the income from production 
of tobacco, tea and coconut, though 
some of the data, particularly in the 
case of coconut, are not very reliable. 

POSSIBLE U N D E R E S T I M A T I O N 

Estimates for these items (i.e. for 
animal husbandry, straw, tobacco, tea 
and coconut) indicate that, in al l , they 
accounted for Rs. 1278 crores of the 
net output in agriculture in 1949-50, 
and that it went up to a l i t t le over 
Rs. 1666 crores in 1958-59, registering 
an increase (at 1948-49 prices) of about 
30 per cent over the decade. If these 
estimates are anywhere near the mark, 
it would seem tshat the items in the 
agricultural sector which we have not 
individually identified so far, and which 
must have accounted for about Rs. 1158 
crores of the net output in 1949-50, 
have increased their output by only 
about 2 per cent over the whole de
cade. It is possible that our estimates 
of net output of some of the identified 
items are not correct, and that, if 
allowance is made for them, the in
crease in output of the unidentified 
items would appear to be larger; but it 
is also possibe that the national income 

data relating to these items (which 
include, for instance, vegetables "and 
fruits, fishery, potatoes, chillies, etc.) 
under-estimate the increase that has 
taken place during this period — as in 
the case of 'small enterprises' noted 
earlier. 

STATE-WISE D I S T R I B U T I O N OF T O T A L 

I N C O M E FROM AGRICULTURE 

In any case, we give in Table X I , 
our estimates, for what they arc worth, 
of the State-wise distribution of income 
from the agricultural sector as a whole 
in 1949-50 and 1958-59. 

I t w i l l be seen that the relative posi
tion of the different States, in terms 
of their rates of growth over the decade, 
is not substantially changed, compared 
to the classified ranking given earlier. 

STATE-WISE DISTRIBUTION 01 I N C O M E 

FROM FACTORY ENTERPRISES 

We shall now move on to a similar 
exercise, distributing State-wise the in 
come from the sector 'Mining , manu
facturing and small enterprises*, in 
1949-50 and 1958-59, and estimating 
the percentage increases. We may start 
wi th factory enterprises. 

Data are available from the Census 
of Manufactures, 1957, of the State-
wise distribution of the value added by 
factories covered by the Census in that 
year. By applying the percentage share 
of the different States in 1937 in this 
value added, to the national income 
estimates of the net value added by al l 
factory enterprises in 1949-50 and 

The income from the unidentified items is distributed between States in 
the same proportion as the income from the identified items; the identified 
items account for nearly three-fourths of the income from agriculture 
in 1949-50, and so this method of distribution of the income from the 
unidentified items is not likely to distort the picture very much, though 
it may affect the estimates for some States. 
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O T H E R I T E M S I N T H E AGRICULTURAL 

SECTOR 

It was indicated earlier that a few 
items of agricultural production (rice, 
wheat, pulses, cotton, jute, sugarcane 
and oilseeds) account for more than 
two-thirds of the increase in income 
from agriculture (at 1948-49 prices) 
between 1949-50 and 1958-59. The 
income from these items in 1949-50 
amounted, however, 10 only Rs. 1924 
crores out of a total of Rs. 4360 crores. 
ft follows that, since the remaining 
one-third of the increase is spread" over 
items accounting for Rs. 2436 crores 
of the income from agriculture in 
1949-50, the percentage increase in 
these items is, according to national in
come data, only about 16.8 per cent 
(as compared to 42.1 per cent in the 
items listed in Table V I I ) . 

The detail in which data arc avail
able for most of these items is not as 
satisfactory as for the seven items men
tioned earlier. It is possible, however, 
to make rough estimates of the income 
from some of the more important of 
them in different States. Thus a recent 
article in the official publication, Agri-
culturat Situation in India, October 1959, 
gives estimates, State-wise, of the output 
of mi lk in India in 1951 and 1956!; 
since mi lk accounts for the greater 
part of the net value added by animal 
husbandry, it is possible to estimate 

• An interpretation of the institutional 
changes in agriculture in the last 
decade, and their significance from 
this point of view, is given in my 
talk on 'Changing Outlook in Indian 
Agriculture', reproduced in The 
Listener and the B. B.C. Television 
Review, August 18, i960, 

† R. T, Mirchandani and S. Jaya-
raman, 'Trend of M i l k Production 
in India*. 
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1958-59, and by making a suitable 
adjustment for net value added in tea 
manufacture (which was not covered 
by the Census), it is possible to make 
a rough estimate of the State-wise dis
tr ibution. The results are given in 
Table X I I . I t must be emphasized 
that the assumption underlying the 
estimates is that the relative share of 
the different States in the net value 
added by factory enterprises has re-
mained unchanged over the whole 
decade (except in the case of tea 
manufacture).* 

M I N I N G A N D S M A L L ENTERPRISES 

Data are also available of the output 
of different mineral products, State-
wise, but, for 1949-50, they are not 
available for the State boundaries as 
re-organised in 1956. As for 'small 
enterprises', no State-wise breakdown 
at a l l is available. (The under-estima-
tion of the increase in income from 
this sub-sector has been pointed out 
earlier). 

It is possible, however, to make a 
rough State-wise allocation of the in
come from mining, particularly because 
the two States which account for the 
bulk of mineral production (namely 
Bihar and West Bengal) have not been 
very much affected by the re-organisa
t ion of States. In the case of 'small 
enterprises', the income from this sub-
sector, as computed from national in
come data (see Table V ) , can be dis
tributed between the different States 
in the same proportion as the 'popula-

This method may result in some 
ovtr-estiraation of the income origi
nating in 1949-50 in States like 
West Bengal, where, following the 
partition, industrial production may 
have fallen sharply (e.g. in jute 
manufacturing). 

t ion dependent on production other than 
cultivation' is distributed between them; 
data regarding the latter are available 
from the 1951 Population Census. 
Table X I I I gives the results of this 
exercise for mining and small enter
prises. 

It must be emphasized that the State-
wise distribution of the net output of 
'small enterprises' is based on the 
assumptions that the productivity of 
labour in these enterprises is the same 
in all the States, and that the relative 
share of the different States in the total 
remains unchanged between 1949-50 
and 195B-59. Neither of these is likely 
to be correct, and appropriate allowance 
must be made for them in interpreting 
the data. It must also be remembered 
that the under-estimation of the in
crease in income from this sub-sector, 
referred to earlier, w i l l affect parti
cularly some of the States like the 
Punjab and West Bengal, where there 
has, in fact, been a significant expan
sion of small-scale industry. 

PERCENTAGE INCREASE OF COMMODITY 

PRODUCTION I N D I F F E R E N T STATES 

Subject to all the limitations men
tioned, we are now in a position to 
give the percentage increases in com
modity production as a whole in the 
different States between 1949-50 and 
1958-59. This is done in Table X I V . 
It w i l l be noticed that the inclusion 
of 'Min ing , manufacturing and small 
enterprises' does not make a significant 
difference to the estimates of the rates 
of growth established in agriculture; 
this, of course, is not surprising, as 
agriculture accounts for nearly three-
fourths of the estimated commodity 
production in the country. There are, 
however, two exceptions: Rajasthan 
and West Bengal. In the case of Raja
sthan, the percentage increase in com
modity production as a whole is much 
lower than the percentage increase in 
the agricultural sector, while, in West 
Bengal, due to the greater share of 
industry and the higher rate of growth 
in this sector, the percentage increase 

267 



T H E E C O N O M I C W E E K L Y A N N U A L February 4, 1961 

in commodity production is significantly 
higher than in agriculture. 

X I 

M E T H O D OF E S T I M A T I O N OF I N C O M E 

FROM SERVICES IN DIFFERENT STATES 

Lastly, there is the tertiary sector, of 
which we know the least. As was 
pointed earlier, the estimates of income 
from this sector make a great deal of 
difference to an appraisal of the rate 
of growth of the economy during this 
decade. At the same time, the errors 
in these estimates — due to the me
thods used for deflating income from 
current to constant prices, as wel l as 
due to uuder-estimulion of the increases 
in income under 'Other commerce and 
transport' — are probably more than 
in the estimates for the other sectors. 
What we shall do, therefore, is to 
merely attempt a Slate-wise breakdown 
of the official estimates for this sector 
in a manner that is not inconsistent wi th 
the methods used for arriving at the 
national totals. 

The method of arriving at the State-
wise estimates and the underlying 
assumptions, can be briefly stated as 
follows: 

(i) The income from 'Railways and 
Communications' and from 
'Other Commerce and Trans
port' are distributed, between 
States, in the same proportion 
as the population dependent on 
commerce and transport was dis
tributed between them in 1951. 

(ii) The income from 'Banking and 
Insurance is distributed between 
Mates in the same proportion as 
the deposits of commercial banks 
were distributed between them 
in 1959 (tor which year the 
relevant data have been publish
ed by the Reserve Bank). 

(hi) The share of each State in the 
income nom Government Service 
(Administration) is assumed to 
be the same as its share in the 
total numoer of Government 
employees engaged in administra
t ion; data regaiding the Utter 
are available, State-wise, for 
March 195b and March 1958 in 
a recent publication*; the 1956 
data are used for distributing the 
income from Government Service 
in 1949-50, and the 1958 data 
for distributing the income in 
1958-59. The income from Pro
fessions and Liberal Arts is also 
distributed, State-wise, in the 
same proportions as the income 
from Government Service. 

Employment in the Public Sector 
(National Employment Service, 
Ministry of Labour and Employ
ment), Appendix V I , 

( iv) The income from Domestic Ser
vice is distributed, between the 
States, in the same proportion 
as the population dependent on 
services other than commerce and 
transport in 1951. 

(v) The income from House Property 
is initially divided into income 
from urban and rural property 
( in the same way as in the Final 
Report of the National Income 
Committee), and each of these is 
then distributed, State-wise, 
according to the relative share 
of each State in the total urban 
and rural population of the 
country respectively. 

The final estimates arc given in 
Table XV for the two main groups of 
services referred to in the earlier sec
tions of this paper. 

T H E BIAS I N T H E M E T H O D 

I t w i l l be seen that, according to 
these estimates, the increase in income 
from services over the decade is quite 
high in all the States; in fact, the lowest 
is no less than 34.8 per cent. This 
result, it must be pointed out, is likely 
to be due to the bias implici t in the 
method of estimation adopted. In con
sequence, it w i l l also be seen — if the 
data in Table X I V are compared wi th 
the data in Table XV — that, in many 
States, the rate of growth of income 
from services differs very greatly from 
the rate of growth of income from 
commodity production. 

Of course, when we are comparing 
the rates of growth in different States 
within an economy, there is no reason 
to be surprised if the rate of growth of 
income from services in some of them 
that have a high concentration of com
mercial activity is far higher than the 

rate of growth of commodity production 
in the same States; the case of West 
Bengal, where commodity production 
appears to have increased only by 17.4 
per cent while the income from services 
has increased by 42.4 per cent, is a 
good example. When, however, there 
is a vast difference between the rates 
of growth of commodity production and 
of services in States like Assam and 
Orissa, it is a reason for suspecting the 
correctness of the estimates themselves. 

Indeed, as w i l l be obvious from these 
observations our estimate of the increase 
in income from services over the de
cade, is possibly too high for some 
States and too low for others. As 
pointed out earlier, our method of esti
mation of the increase in income from 
Mining, manufacturing and small 

enterprises1 is also one which prevents 
the data registering some of the differ
ences that there might have been, be-
tween States, in their rates of growth 
in this sector. It is important to bear 
these in mind when using and interpret
ing the estimates of the percentage 
increases in total income in different 
States. 

X I I 

STATE-WISE D I S T R I B U T I O N OF POPULA

TION A N D N A T I O N A L I N C O M E 

Table X V I shows the State-wise dis
tribution of population and of national 
income in 1949-50 and 1958-59, as also 
the percentage increase in total income 
in each State over the decade. 

For reasons that have already been 
indicated at different stages in the 
analysis, it seems likely that these figures 
under-estimate the extent of increase 
in income in some States like the Pun-
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jab and over-estimate the increase in 
other States such as Rajasthan, Assam 
and Orissa. In the case of the Punjab, 
the increase in output has been under
estimated not only under 'small enter
prises' but also probably under animal 
husbandry and various 'unidentified 
items' in agriculture as well as under 
services. When allowance is made for 
these, the increase in income in the 
Punjab over the decade may wel l be 
around 70 per cent, if not more*. In 
the case of Rajasthan, on the other 
hand, the increase in output of agricul
ture has clearly been over-estimated, 
and the actual increase in total income 
may, therefore, have been only 40 per 
cent or thereabouts. In the case of both 
Assam and Orissa, it is only the increase 
in income from services which seems 
to have been over-estimated; some 
reduction on this account is called for. 

R A T E S O F G R O W T H I N D I F F E R E N T 

STATES : A S U M - U P 

What, then, is the over-all picture 
that emerges? It would seem that, in 
quite a number of States, the increase 
in total income over the last decade 
has been probably of the same order 
as in India as a whole. In this group 
may be included Andhra Pradesh, 
Bihar, Mysore and Uttar Pradesru" But 
some States have done significantly 
better than this group — namely, the 
Punjab, Rajasthan, Madhya Pradesh, 

Sec, in this connection, The Growth 
of Punjab Economy, prepared by 
the Department of Economics, Pun
jab University, and presented as a 
souvenir at the 43rd session of the 
All-India Economic Conference in 
December 1960. 

Madras and Bombay. Of these, Punjab 
has probably registered the highest rate 
of growth. The performance of Kerala 
and West Bengal, on the other hand, 
appears to be below the average, though 
perhaps not very much below. In the 
case of Kerala, it is possible that the 
increase has been somewhat over
estimated. Assam and Orissa, however, 
clearly lag far behind. 

Even within the first three groups, 
a distinction should perhaps be made 
between States which have advanced 
on a broad front — the Punjab is 
obviously the best example — and 
States in which progress has been rela
tively poor in important sectors. West 
Bengal is probably the best example of 
tht latter, wi th a very low rate of 
growth in agriculture; and this appears 
to be true to some extent also of Bihar 
and Ut tar Pradesh. In these States, 
despite appreciable increases in total 
income, the impact of this growth in 
the rural areas is not likely to have 
been very significant. 

ft would be urrsafe to draw any more 
conclusions out of these estimates. In 
fact, in view of the many limitations 
of data pointed out earlier, even those 
which have been drawn above should 
be treated wi th some caution. 

S O M E I M P O R T A N T Q U A L I F I C A T I O N S 

It should also perhaps be emphasized 
that al l the State-wise estimates we 
have given are of income according to 
origin, and not income according to 
accrual. Thus income which may have 
originated in industry and commerce in 
Bombay and West Bengal is likely to 
have accrued in part to other States, 

and similarly the income originating in 
plantations in Assam and Kerala is also 
likely to have accrued in part to persons 
normally resident elsewhere. For esti
mating the State-wise distribution of in
come according to accrual, one would 
also have to know the inter-State trans
fers, on which data are hardly available. 

One merit of these estimates, how
ever, is that, except in the case of in
come from factory enterprises, the 
State-wise breakdown is based on the 
implici t assumption of uniform prices 
all over India. Differences in State 
income due merely to differences in 
regional price levels are thus climated. 

Before we close this section, it may 
be of interest to compare our estimates 
of State income wi th the official esti
mates wherever they are available. 
Given below, in Table X V I I , are the 
official estimates, where available, for 
the year closest to 1058-39, or, where 
no estimate is available for a recent 
year, for the year closest to 1949-50. 

X I I I 

G R O W T H OF PER CAPITA I N C O M E 

STATE-WISE 

The impression which an increase in 
total income makes on the living 
standards of a community w i l l depend 
partly on the magnitude of the increase 
in income per capita in the given period 
and partly on the way in which the 
increase is distributed between different 
sections of the community. Our analysis 
gives some indications of the former 
for the different States in India over 
the last decade. Table X V I I I gives 
estimates of the per capita income in 
the different States, and the percentage 
increase in it over the period 1949-50 
to 1958-59. 

In interpreting these data, it should 
again be remembered that these esti
mates arc of income according to origin 
and not of income according to accrual 
in the different States. It may also be 
pointed out that the estimates are based 
on the population projections of the 
Central Statistical Organisation for the 
period 1951-61; the latest indications 
are that they under-estimate the growth 
of population that has actually taken 
place. To that extent, the increase in 
per capita income over the period is 
likely to have been smaller than indi
cated in this table. 

It would seem, from these figures, 
that a noticeable difference in standard! 
of l iving — reflecting, say, an increase 
in per capita income of more than 20 
per cent over the decade — is likely to 
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have taken place only in three States: 
Punjab, Rajasthan and Madhya 
Pradesh. A somewhat less significant 
impression on standards of l iv ing is 
likely to have been made in four other 
States, namely, Madras, Bihar, Bombay 
and Andhra Pradesh. In the rest of 
the States, the increase over the decade 
has probably been insignificant to the 
point of being not noticeable. 

T H E I N C O M E D I S T R I B U T I O N ASPECT O F 

T H E PROBLEM 

We should also take into account the 
distribution of the increases in income 
among different income-groups. The 
data we have analysed do not help to 
throw much light on this aspect of the 
problem. Indeed, very considerable 
work w i l l be necessary on the available 
data before anything definite can be 

said on the changes in distribution of 
income over the last decade. Even 
after more intensive research, whether, 
in view of the limitations of the avail
able data, anything can be said wi th 
confidence about these changes is by 
no means certain. It is, therefore, per
haps best left to the Committee which 
has recently been appointed by the 
Government for the .purpose. 

We may, however, point out some 
inferences which can be drawn from 
the data we have analysed. For in 
stance, it is possible to make some esti
mates, from the figures presented 
earlier, of the share of big farmers in 
the increase in income originating in 
agriculture over this period. Since this 
is likely to be of some interest, we shall 
briefly attempt i t . 

The big farmers are likely to have 
gained during this period not only from 
increase in production but, because of 
their greater stock-holding capacity, 
from the rise in agricultural prices. It 
is, therefore, probably more appropriate 
to make our estimates of their share 
wi th reference to the increase in in
come from agriculture at current prices 
rather than at constant prices. 

From the data of the net sown area 
in the country, and of the net value' 
added in agriculture, it would appear 
that, on the average, an acre in the 
rural sector yielded slightly over Rs. 150 
per annum in 1949-50. This means 
that a 30-acre holding would have 
yielded on the average more than 
Rs. 4500 per annum, and, allowing for 
the costs of labour employed on such 
farms, perhaps not less than Rs. 3600 
per annum to the family actually 
operating these farms. 

SHARE O F B I O FARMERS I N T H E I N 

CREASE I N N A T I O N A L I N C O M E 

According to the NSS data on land 
holdings in the rural sector, 2.72 per 
cent of the total number of rural house
holds operate holdings of 30 acres and 
over and share, between them, 27.2 per 
cent of the total operated area in the 
rural sector. The increase in income 
over the decade at current prices, from 
agriculture as a whole, has been placed 
at Rs. 1700 crores in the official national 
income data. Assuming that the share 
of the bigger farms in this increase is 
not lower than their share of the total 
operated area, the increase in income 
originating in holdings of 30 acres and 
over can, therefore, be placed at Rs. 
462.4 crores (out of Rs. 1700 crores). 

T w o objections can be raised against 
this method of estimation: ( i ) that 

T A B L E X V I I 

Comparison of the Estimates of State Income with the Official Estimates 
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the net output per acre is, in fact, 
smaller in the larger farms, and ( i i ) 
that the bulk of the holdings of 30 
acres and over arc in the dry regions 
of Central and West India, where the 
productivity per acre is lower. The first 
is not really valid, because the fact that 
the larger farms have, on the average, 
a smaller output per acre docs not mean 
that their share in the increases is also 
likely to be smaller per acre. As 
noticed earlier, there arc many reasons 
to assume the contrary; the percentage 
increase has most probably been greater 
in the bigger than in the smaller farms. 
As for the second objection, it can be 
met to some extent by using the data 
presented in Table I X , which makes 
allowance for differences in producti
vity per acre as between different zones. 
From our estimates of the relative 
share of 'big farmers' in the various 
zones (after allowing for these differ
ences in product ivi ty) , and from rough 
estimates of the increase in income 
originating in agriculture, at constant 
prices, in these same zones, it is possible 
to work out an estimate of the increase 
in come originating in the holdings of 
these 'big farmers'. Table X I X pre
sents the results of this exercise. 

It we now allow for the rise in agri
cultural prices during this period, the 
increase in the income of these 'big 
farmers', on account of the higher pro
duction alone, w i l l be well over Rs. 400 
crores (out of the estimated increase 
of Rs. 1700 crores in the income from 
agriculture at current prices). As men
tioned earlier, the big farmers, on 
account of their greater stock-holding 
capacity, are also likely to have gained 
more from the rise in prices, since the 
gain would have accrued in greater 
measure to them than to others over the 

entire amount of their marketed sur
pluses.* Moreover, the concentration in 
ownership of land may be greater than 
the concentration in operational hold
ings. (No idea can be formed of the for
mer from the NSS data on ownership 
holdings, as tenants wi th permanent 
occupancy rights have been treated as 
'owners' in the survey. Obviously, even 
such tenants have to pay rent on the 
leased land to the real owners.) We 
have also taken into account the income 
accruing as interest to agricultural 
money-lenders. If allowance is made 
for these factors, the share of the 
upper-income group in the agricultural 
sector (accounting for only about 3 per 
cent of the rural population), in the 
increase of income at current prices, 
may have been Rs. 600 crorcs or more. 

X I V 

S H A R E O F UPPER I N C O M E GROUPS I N 

O T H E R SECTORS 

A rough idea can also be had, from 
Income Tax statistics and from data 
based on the analysis of company 
balance-sheets, of the increase in in
come (at current prices) accruing to 
the higher-income groups in the other 
sectors of the economy. Income-tax 
statistics, of course, suffer from various 
defects, of which, for the present pui-
pose, the extension of coverage over 
the last decade is probably the most 
serious. However, for what they are 
worth, some estimates of the increase 

* See Dharm Narain, Distribution of 
the Marketed Surplus of Agricul
tural Produce by Size-level of Hold
ing in India, 1950-31 (a forthcom
ing publication of the Institute of 
Economic Growth). 

in income accruing to certain categories 
covered by these data are uiven below: 

Rs. Croies 
Increase in income accruing to 

income-tax paying salary 
earners ,38 

Increase in income aceiuing to 
income-tax paying retail and 
wholesale traders 146 

Increase in income accruing to 
income-tax paying banks, 
insurance companies, brokers, 
etc. 36 

Increase in income accruing to 
income-tax paying contractors 
engaged in construction 16 

Increase in income accruing to 
income-tax paying members of 
professions (lawyers, doctors, 
teachers, accountants, etc.) 2 

Increase in income accruing to 
the corporate sector (exclud
ing wages and salaries and 
costs other than interest and 
tax payments) 110 

448 

As against the over-estimation of the 
actual increases due to extension of 
coverage, there is also reason to suspect 
under-estimation under several heads 
{such as in the case of lawyers, doctors, 
accountants, etc., and of contractors 
engaged in construction, not to men
tion traders). Moreover, no account is 
taken here of the increase in income 
accruing to the larger registered firms. 

It docs not, therefore, seem unlikely 
that, out of the estimated increase in 
national income of Rs. 3450 crores over 
the decade fat current prices), about 
30 per cent has accrued to those with 
income of Rs. 3600 and above per 
annum. Whether it indicates that the 
income-distribution is worse now than it 
was ten years ago is, however, difficult 
to say without further analysis, For 
saying anything about this, we should 
know not only the share of the higher-
income groups in the increases in income 
over the decade but also their share pre
viously in the total national income. 
We should also analyse the impact of 
taxation on different income groups. 

C O N C L U D I N G Q U E S T I O N 

But if significant increases in per 
capita income have taken place only in 
a few States, and as much as 30 per 
cent of the increase in total income 
during this period has accrued to the 
higher-income groups, is it surprising 
that the bulk of the population of this 
country should feel that they have not 
benefitted in any obvious way from the 
development of the last decade? 
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