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This paper is devoted to a general survey of the state income studies available to us at the present time. 
its purpose is not to test the accuracy of the national income estimates at the state or national level, hut to iden
tify areas where improvement is needed through comparison of national and state income data. 

We place principal emphasis on the nature and type of discrepancies and the direction of differences in es
timates rather than their magnitude. We are primarily concerned with inconsistencies, gaps, double counting, lack 
of explanation of the assumptions and omissions in income estimates. Above all, our aim is to improve the presen
tation of material so as to enhance the usefulness of the reports and to avoid any misuse of the findings by attempt
ing to explain fully the validity of the data which form the basis of estimation. 

We also hope to indicate how the inclusion of basic data in the re porta can help other research workers on 
state incomes to duplicate the procedures adopted by some states and to show how this will aid efforts to recon
cile national aggregates derived from state income estimates with those compiled at the national level. 

[The preliminary findings of this study, based on the national and state income data then available to us, 
were presented at the Fourth Indian Conference on Research in National Income held at Gokhale Institute of 
Politics and Economics, Poona, in December, 1962. In the present, revised version, use is made of all the addi
tional and revised state income estimates and income series now available. In the summer of 1964. one of the 
authors, Mahinder Chaudhry, visited the Central and State Income Units in India for collection of data and dis
cussions with the officials engaged in the compilation of income data. The financial support for the held work 
received from the Research Centre in Economic Development and Cultural Change. University of Chicago, is grate
fully acknowledged. We are grateful to the Planning Commission, New Delhi, particularly to Asoka Mehta and 
Tarlok Singh, for the help received in the preparation of this study. A word of thanks is also due to the 
National and State Income Units who made available the needed documents and also spared time for discussions. 
Of course, the responsibility for the views expressed is entirely ours.] 

WE shall, first, compare the aggro-
gate of State income estimates 

with national estimates compiled by 
the Central Statistical Organisation. 
The national totals will be subsequent
ly apportioned among States and com
pared with the official State income 
estimates, wherever the required details 
are available. Finally, we shall attempt 
to indicate those areas in which the 
Stale income estimates need to be re
vised and how the methods of esti
mation may be improved. 

The income estimates in this paper 
relate to 1955 56, i e, April 1, 1955 to 
March 31, 1956. This choice has been 
dictated by the fact that the largest 
number of State income estimates 
were available to us for this period. 

In this study, India has been divid
ed into 17 units (14 States designated 
under the States Reorganisation Act 
of 1956, and six centrally administer
ed territories which have been grouped 
into three units: Delhi. Himachal Pra-
desh, and Other Union Territories). 

For reason of space this article is 
being printed in two parts. Detailed 
discussion of the areas in which state 
income estimates need to be revised 
and of how the methods of estimation 
may be improved will appear in the 
second part to be published next week. 

— Ed. 

This last group includes Andaman and 
Nicobar Islands, Laccadive, Minicoy 
and Amindivi Islands. Manipur, and 
Tripura. Himachal Pradesh and Delhi 
are treated separately, since economic 
data are collected and published for 
these territories separately. For the 
Other Union Territories we have no 
information as to whether independent 
income studies are either in progress 
or under publication. For these regions 
data computed by us were used wher
ever this was necessary. 

I I 
Comparison of National Totals with 
Corresponding Aggregates of State 
Income Estimates 

In comparing the various measures 
of national income during 1955-56 for 
India as a whole and the different 
sectors of the economy, emphasis is 
intended on the nature rather than 
the extent of the differences to be observ
ed in the various income estimates. It 
has not been possible to extend this 
exercise to the point of reconciling 
the Slate and national income data, 
since all the details needed for such 
analysis were not available in the 
Stale reports at. our disposal. Bui 
given the limitations of reports avail
able to us we shall try to indicate 
what attempts need to be made in 
order to reconcile the different mea
sures of national income totals. 

Three sets of national income esti
mates for the year 1955-56 are com
pared: (1) A conventional series com
piled by the Central Statistical Orga
nisation (CSO) and published annu
ally;' (2) a revised series, also com-
piled by the CSO, published more 
recently;2 (3) a series obtained by 
aggregating the findings of State re
ports compiled by various State Sta
tistical Agencies. The currently avail
able estimates, included in group (3), 
cover 99.32 per cent, of the popula
tion and 95.17 per cent of the area 
of the country. The actual data and 
the estimates for sectors and subsec-
tors, as welt as the State total, arc 
presented in Table 1, 

In terms of availability of " f i rm" 
State income data for the year 1955-
56, the sources used in compiling 
Table 1 can be classified as follows: 

(1) "Firm'' figures, that is, estimates 
pertaining to the fiscal year 1955-56: 
This group includes 15 States cover
ing 94 per cent of the population and 
89 per cent of the area of the coun
try, i e Andhra Pradesh, Assam, Bihar, 
Bombay (Maharashtra and Gujarat), 
Jammu and Kashmir. Kerala, Madhya 
Pradesh. Madras. Orissa, Punjab, 
Rajasthan, Uttar Pradesh. West Ben
gal, Delhi, and Himachal Pradesh. 

(2) "Contiguous" figures, that is, 
estimates for a period close to 1955-
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56: This group includes only the state 
of Mysore, which contains 5.38 per 
cent of the population and 6.30 per 
cent of the area of the country. 

(3) A residual group of States and 
territories for which no direct or de
rived income data are available: Other 
Union . Territories—this group contains 
less than one per cent of the national 
population. 

In order to obtain 1955-56 income 
estimates for group (2) above, we have 
made extrapolations from the available 
income data for three years, from 
1956-57 to 1958-59. The 1955-56 
figures were thus estimated by deflat
ing the 1956-57 income estimates in 
each subsector of the State economy 
(Table 1, col 16) by the average ann
ual growth rate of each sector expe
rienced over the period. 

For territories included in group 
(3), shares based on allocation from 
national income during 1955-56 have 
been used.3 The total income of these 
regions makes up less than one per 
cent of the national income of India 
during 1955-56, 

The income estimates, both at the 
national and at the State level, mea
sure net domestic product at factor 
cost. The national income of a coun
try is equal to the country's net dom
estic product at factor cost plus or 
minus, as the case may be, the net 
balance of income earned from, or 
paid to, foreign countries. Since in 
1955-56 the net amount of income 
earned from abroad by India was nil , 
both sets of national income estimates 
are made up of the identical item.4 

A comparison of national income 
estimates made at the central level 
with that obtained by aggregating in
dependent State income estimates 
based on local data, shows substan
tial divergences in the total reached, 
mainly for two reasons: 

One is the presence of variations in 
definition and scope of indvidual sec
tors and subsectors making up the 
national or State income total. A l 
though the classification of economic 
activities into different sectors and 
subsectors employed in most State 
reports is the same as that used in 
the national accounts of India, some 
variations have been observed. For 
example, while in some of the State 
reports Banking and Insurance also 
comprises non-organised banking acti
vities, these activities are included 
elsewhere in national estimates. Be
cause of the lack of detailed break

downs in most State reports, we could 
not make adjustments in the State in
come data to make them strictly com
parable with the corresponding national 
totals. 

The second serious difficulty was the 
lack of detailed information on the 
composition of the various subsectors 
of economic activity, particularly as 
regards the working force. If extensive 
working force data had been included 
in the State reports, it would have been 
possible to determine the scope of 
economic activity included in each 
subsector. 

In some State reports, income esti
mates for various subsectors, especially 
for "services", are grouped together 
and no details are provided as to the 
contribution of each component acti
vity. For example, in some reports 
"professions and liberal arts, domestic 
services, and government administra
tions" are combined in a single service 
sector. In these cases, the estimated 
income for a larger sector had to be 
allocated by us among the various 
component subsectors. In these cases 
we assumed that the shares of each 
subsector form the same proportion of 
the total for that sector as may be 
found in the corresponding estimates 
based on the allocation of the national 
totals. (See Table 4), 

These limitations must be borne in 
mind in assessing the comparison 
attempted here. In Table 3, the three 
sets of estimates are compared and 
their differences in absolute terms and 
percentages are noted. In the first two 
columns the conventional and revised 
national estimates for 1955-56 are 
presented and each series is compared 
with the State aggregates presented in 
column 3, The data presented in this 
column are based on the 1955-56 data 
drawn from Tables 1 and 2, to which 
amounts for Other Union Territories, 
equal to the shares of these territories 
derived from the allocation method 
(see column 18 in Table 4), have been 
added. 

If the conventional national income 
estimates are assumed to be a rela
tively accurate measure of the level of 
economic activity in the country, then 
the aggregated State income data fall 
short by just 7 per cent. This is not 
likely to raise any serious doubts 
about the validity of the State esti
mates, since the national estimates 
themselves are reported to be subject 
to an over-all margin of error of 
"about 10 per cent for the aggregate 
domestic product."5 But closer ana
lysis suggests that behind this over-all 
difference of 7 per cent there are much 

larger differences at the sectoral and 
stibsectoral levels which mutually offset 
each other when the sectoral data are 
totalled up. For example, in Agricul
ture and Allied Products, the sectoral 
difference is only 3.4 per cent, but for 
Agricultural Crops (a subsector of the 
former) the aggregated State estimates 
are lower by 7.5 per cent, and the diff-
erence in the evaluation of livestock 
products (another subsector of Agri
culture and Allied Products) is 20 per 
cent. Similarly, the estimates of the 
value of output by forestry (a third 
subsector) differ by 23 per cent, Fur
ther differences between the conven
tional national income estimates and 
the aggregates of State income data 
can be found in columns 4 and 5 of 
Table 3. 

Table 2: State Income of Mysore, 1956-57 
Estimates Adjusted to 1955-56 

(Millions of rupees) 

Source : Estimates of income for 1956-57 
have been projected backward 
according to the average annual 
growth rates over the four year 
period, 1956-57 to 1960-61. For 
1956-57 income data see Table 1, 
Col 10, and, for 1956-57 to 1960-
61 estimates see Mysore Report. 
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In the same Table we also present 
a comparison between the revised 
national income estimates and the 
aggregates of State income estimates. 
According to the revised series which 
are based on fresh data made available 
by National Sample Surveys and other 
research studies, the national income 
of India during 1955-56 is estimated 
to have been Rs 92,071 million, as 
compared with Rs 99,773 million in 
the conventional estimates. 

This downward revision of the 
national income estimate for the year 
1955-56 has reversed the picture pre
sented by the earlier comparison of 
the national and state aggregate esti
mates of national income. The aggre
gated state income estimate is higher 
by Rs 503 million, or .5 per cent, than 
the revised national estimates. The 
largest' differences may be observed in 
two subsectors, namely (1) commerce, 
transport and communication, and (2) 
other services. 

A very large difference also is found 
in the evaluation of animal husbandry 
products. Despite the fact that the 

nationally computed figure for this 
subsector has been revised upward 
from Rs 7,040 million in the conven
tional estimate to Rs 8,132 million in 
the revised estimate, the aggregated 
state reports estimate stands at the 
higher figure of Rs 8,447 million. We 
must cite another example, where the 
aggregated state reports estimate is 
much lower in comparison to both 
national estimates: the contribution of 
railway services to national income. 
The revised estimates of national in
come show Rs 2,200 million for this 
subsector, whereas the aggregated 
State reports estimate comes to only 
Rs 1,723 million. It is highly likely 
that the national estimates for this 
subsector possess much greater accu
racy since the railway system of India 
cuts across state boundaries and rail
way accounts are kept on a regional 
or national basis. This facilitates the 
estimation on the national level and 
hence the state estimates which, by 
necessity, are based on the estimation 
of each state's share in the national 
total, may be wrong. This point is 
discussed in greater detail below. 

III 

Allocation of National Income Esti
mates Among States and Comparison 
with State Income Estimates 

We shall now turn to another me
thod of analysis, the apportionment of 
various sectors and subsectors of 
national income estimates among the 
states. The results of this process of 
analysis are presented in Table 4. The 
allocated shares of each sector and 
subsector of national income for each 
state are compared with the corres
ponding official state estimates. At
tempts at apportionment of national 
income totals among states have been 
made by various scholars and organi
zations, among them: B Natarajan, 
K N Raj, Ravi Verma, and the Indian 
Institute of Public Opinion.5 These 
findings were not used in this paper 
for various reasons: (1) the studies do 
not relate to the period of 1955-56; 
(2) the regional units adopted by them 
do not coincide with those being used 
by us; (3) in some cases the principles 
by which allocations were made are 
not stated clearly in these publications: 

Sources: Col 1: Government of India, Central Statistical Organisation, Estimates of National Income 1948-49 to 1960-61, 
(Delhi: 1961), Table 2, p 2. 

Col 2: Government of India, Central Statistical Organisation, "National Income Statistics: Proposal for a Revised 
Series of National Income Estimates for 1955-56 to 1959-60", (Calcutta: 1961), Table 16, p 175. 

Col 3: Tables 1 and 2, and Col 18 of Table 4, of this study. 
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and (4) in general the findings are only 
rough approximations. In order to 
obtain a reliable set of regional in
come data based on uniform methodo
logy and assumptions, we have used a 
detailed allocation of national totals 
among 17 units made by one of the 
authors of this paper.7 The national 
income of Rs 92,071 million for the 
fiscal year 1955-56 (according to the 
"revised series" compiled by the CSO) 
is allocated among states on the basis 
of appropriate economic indicators 
available. For purposes of allocation, 
the national totals are initially divided 
into various economic sectors and 
subsectors. (Table 4) and, in turn, each 
subsector total is further divided into 
a feasible number of homogeneous 
economic units. 

The national income originating in 
the agricultural crops subsector, for 
example, is divided into 33 units con
sisting, of one or two crop groups; 
similarly, in the animal husbandry 
subsector, the national totals are divid
ed into 25 such units. Each unit 
national total is allocated among states 
with reference to the suitable available 
allocator for that unit. The output of 
rice for each state, for example, evalua
ted on the average prices of rice in 
that stale, forms the basis of allocation 
for the national totals for rice. In 
some cases, where price data by state 
are not available, the basis of alloca
tion is the physical output of the pro
duct concerned. For forestry, fishery, 
and mining, the gross value of annual 
output in each state, as reported in the 
official publications, is the basis of 
allocation. The national income from 
factory production subsector is subdi
vided in the four groups: 

(1) The factories covered by the 
annual census of Manufacturing indus
tries. The value added data according 
to this survey classified by states are 
available, and form the basis of allo
cation. 

(2) Tea industry: In view of the 
fact that the tea industry is not cover
ed by the above survey and is localized 
in two or three states, it is treated 
separately. The state wage bi l l for the 
tea industry, taken as a percentage of 
the corresponding national wage bil l 
of all the national workers engaged in 
tea industry, forms the basis of alloca
tion, 

(3) Income from electricity: the 
basis of allocation in this group is the 
state distribution of electricity gene
rated in each state as published by 
the Water and Power Commission. 

(4) Al l the factory workers not 

covered in any of the above three 
groups: With the help of employment 
data and average annual earnings per 
factory worker, by state, and following 
the procedure adopted for Group (2) 
above, we have allocated the national 
totals for this group among sates. For 
allocation purposes, the small enter
prises subsector is divided in the fol
lowing seven industrial groups: (1) 
textile and tailoring; (2) leather and 
leather products; (3) wood, glass, stone 
and ceramics; (4) metals manufactures 
and engineering: (5) chemicals; (6) 
food, drink, and tobacco; and (7) 
other industries. 

For a given state, the number of 
workers, rural and urban taken sepa
rately, in each of the industrial -groups 
are multiplied by the corresponding 
rural and urban national average net-
value-added per worker engaged in the 
small enterprises. Similarly, for a given 
state, the number of workers, raral 
and urban separately, engaged in the 
construction subsector are multiplied 
by the corresponding national average 
of value added per rural and urban 
worker respectively. Combined annual 
value added by the total workers in 
each state is taken as a percentage of 
the aggregated similar total for all the 
states together. 

The national totals for this subsector 
are allocated among states according to 
the respective shares obtained above. 
In the professions and liberal arts, and 
domestic services subsectors, in each 
state the total workers engaged are 
divided into the following nine indus
trial groups separately for rural and 
urban areas: (1) medical and other 
health services; (2) educational ser
vices; (3) letters, arts, and science: (4) 
legal services; (5) religious and chari
table services; (6) sanitary services; (7) 
barber and beauty shops; (8) laundries 
and laundry services; and, (9) domes
tic services. With the help of state 
employment data, and assuming the 
differences in rural and urban average 
earnings in each of the above groups 
to be the same as estimated in the 
National Sample Survey report,8 the 
national totals arc allocated among 
states following the procedures 
adopted for the construction subsector. 

In the other subsectors, where nation
al totals are based on income approach, 
namely, other transport, other com
merce, railways, communication servi
ces, and government services, the pro
cedures of allocation analogous to the 
above are followed. Income from Bank
ing and Insurance subsector is allocat
ed with reference to the percentage 

share of each state in the national 
total of loans and deposits of commer
cial banks. Income from the residen
tial property subsector is allocated on 
the basis of the number of urban and 
rural houses in each state; while allo
cating urban property income account 
has also been taken of the size-com
position of the urban centers. 

The preceding explanation of the 
principles of allocation used gives only 
a very rough and approximate indica
tion of the complex computations 
which were actually made to determine 
the share of income of each state in 
each of the subsectors. The procedures 
followed are described in full detail in 
M D Chaudhrys publication. The allo
cated shares are, nevertheless, approxi
mations which facilitate comparison 
between the two sets of state income 
estimates. The objective of suggesting 
allocated shares is not to propose 
"better" income estimates for the 
stales, but rather to make a general 
enquiry into the state findings and to 
point out inconsistencies and limita
tions of slate reports, on the assump
tion that the national estimates .may 
serve as control figures. At the same 
time, it is also possible that the aggre
gates of state income estimates mav 
indicate the need for new appraisals 
and some revision of existing assumo
tions and bases of estimation in t:ome 
sectors of subsectors of national in
come. 

In general, it is reasonable to argue 
that the state income data, especially 
if they are based on local data obtain
ed through direct surveys, are likely to 
present a more realistic picture of the 
state economy than the allocated 
shares from national income estimates. 
But a survey of the state income ic-
ports shows that some of the state 
estimates are not based on systemati
cally collected local data, but either on 
national averages or on very slender 
empirical evidence. This holds parti
cularly for those sectors in which the 
income approach is employed to esti
mate state income. 

Any differences observed in the 'wo 
sets of measures of state income esti
mates, either for all the sectors or for 
any one sector, are taken as indicators 
of the need to examine more closely 
the underlying method of estimation, 
the sources of information used, and 
to question the validity of the alloca
tor. Even if the income estimates arriv
ed at by the two methods are fairly 
close to each other, there may le 
significant differences on the sectoral 
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and subsectoral levels which compen
sate one another when all sectoral 
figures are added up. Therefore, in 
order to make the comparison more 
meaningful and to appraise the state 
estimates in greater detail, each sector 
and subsector has been analyzed sena-
rately. But as a result of the difficul
ties, of finding detailed information in 
the state reports on some subsectors, 
and because of the lack of uniformity 
among income reports concerning the 
scope of economic activities included 
in the various subsectors, we are often 
forced to combine some of the subsec
tors. An example is provided by the 
combination of the following activities 
into one single sector: professions and 
liberal arts and domestic services. 

The estimated national income (re
vised series) during 1955-56, as com
piled by the Central Statistical Orga
nization, is allocated among 17 admi
nistrative units (Table 4). The compari
son here, however, is confined to 16 
states only; the other centrally admi
nistered Union Territories are exclud
ed for lack of information. The exclu
sion of this group does not materially 
alter the comparison since these areas 
accounted only for less than one per 
cent of the national income during 
1955-56. For 15 out of the 16 stages, 
income estimates based on local data 
for the year 1955-56 are available, and 
for Mysore state, data have been ad
justed to 1955-56. The detailed reports 
for Rajasthan, Madras, Mysore, and 
Uttar Pradesh are, in the process of 
publication and only summary tables 
of findings (in some cases, along with 
brief notes of methods of estimation) 
were available to us, and hence had 
to be used for purposes of analysis. 

Broadly speaking, the allocations of 
national income totals among stages 
reflect to a reasonable degree the dif
ferences in the agricultural-industrial 
mix of the various state economics. In 
seven states—Andhra Pradesh, Bom
bay, Kashmir, Kerala, Madhya Pra
desh, Rajasthan, and Uttar Pradesh— 
the differences between the income 
estimates obtained by the allocation 
and direct state estimate approaches 
are less than 5 per cent; and in five 
states—Assam, Bihar, Madras, Mysore, 
and Himachal Pradesh—the differences 
range from 7 to 9 per cent. If Delhi, 
largely a city, is excluded because it 
is the seat of the central government 
and accounts for only one-fifth of one 
per cent of the national total popula
tion, wider discrepancies are observed 

only in three states; Punjab (16 per 
cent), West Bengal (23 per cent), art 
Orissa (48 per cent). The Orissa state, 
with a difference of 48.4 per cent, is 
the only case in which the state re
port claims the state income to be 
higher than the corresponding allocat
ed share by such a wide margin, It 
should be noted that serious discrepan
cies may be found in the Orissa Re-
port, particularly in the evaluation of 
agricultural production which are at 
least partially responsible for this dif
ference. 

Among the states whose own esti
mates are lower than their allocated 
share, two states, Bombay and Madhya 
Pradesh, differ by less than 5 per cent; 
two others — Mysore and Himachal 
Pradesh — differ 8-9 per cent, and 
West Bengal differs by 23 percent. 
It should be noted here that it is sur
prising that West Bengal, one of the 
economically most highly developed 
states in the country, should have, ac
cording to the state's own estimates, 
a level of economic development below 
that of the national average. It must 
be remembered that in West Bengal 
the share of the urban population of 
26.8 per cent is not only the highest 
among states 9, but almost twice the 
proportion of the nation as a whole. 
West Bengal also employs, next to 
Bombay, the largest number of fac
tory workers, and harbord during 
1955-56 one-fifth of the total indus-
tial labour force in the country. A de
tailed examination of the state est-
mate of West Bengal, however, reveals 
that there are omissions, particularly 
in the estimate of the size of the work
ing force in several subsectors). and 
other doubtful assumptions which ex
plain this wide difference 

The seven states in which the diffe
rence between the allocated shares of 
national income and the correspond
ing state estimates are less than 5 rer 
cent account for 64 per cent of India's 
area of 56 per cent of its population. 
In addition, this group represents a 
fair sample of the cross-section of the 
country's economy — Bombay may 
be described as representative indus
trial areas; Uttar Pradesh, Andhra 
Pradesh, and Rajasthan are chiefly 
producers of agricultural products: and 
Kerala may be described as a compa
ratively underdeveloped region. There
fore, it may be assumed that the allo
cators adapted to determine state 
distribution of the national income do 
not appear to contain built-in bias. 

(To be continued) 
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