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7 .  ue,hz7, - - A - k r ~  one of the rcost s i g r ~ i f i c a t  ,'changes t ha t  has taken place 

i:: :::; Ir,dic.r: cconony i n  recen t  times i s  ; the  achievement of a very high 

I .y.r:.t:: of s < : . ~ & ~ .  The causes -9derlying t h i s  d r m a t i c  change i n  aggregate 

! 
:,:.:-;.i-:s, I t s  f ~ i l c r c  t o  s t i a u l a t e  growth a d  other  re la ted  aspects  have 

; : !  
, i 1 

:I /L8;::.:ck(;il cr,r,ti.nuc t o  : ~ t t r i ~ c t  mch dis/:usnion. I-Towevcr , very little 
I I 

' :  

: ~ l L e n L i ~ n  !~zs Seen given t o  the  reasons u ider ly ing  the r e l a t i v e l y  small 
I 

I I 
.s-Fl--c. of .,;Ti'-- -,- Y G . t ~  corgorate savings i n  t o t d  domestic savings. This qucst- 

: I ,  
izr. dss-:ses so re  ~ i ~ ~ i r . i f i c ~ c ~ -  espec ia l ly  i n  view n f  t h e  f a c t  that there 

!l;ts aisr:. been .I. :;let!!> f a i l .  in thc  r~l rcndy nleagrc s h u c  o r  the pr ivate  

,.-*. -.+.. . . . .  t zc;tcr2ir. total savings durifig the  years 1975-76 - 1978-79. 

:-. - . , - . >  
(.. . , ... :; L -. L. 1 > 

. . .. . -  . . 
,:I.+L.L: {y,;; C.X 13::s z.bo~;*L the  s r i vn t e  corporate sec to r  ' s contr ibut ion t o  

t... 7 1 .. ,.,;.-,;.- . ., . . I .,. . . _ _  _.,. 2 .., ~ r a  t o  3 c e r t a i n  extent  (deterxined by the  r o l e  accorded 

. . 
. -.%., . . :.-. . . , - . . . _... . , . .;tzr:,rise i n  t h e  economy, the  , p r i va t e  oorporate sec to r  is in 

--. . ,. *.- :!-. . ... ; . .---.,r ....,,, -.- ,_ _. ir,stri:.ent of p l m i n g  in ,  India ,  p a r t i c u l a r l y  f o r  hdus- 

. . . . . , . , . , . - . .., . -1 izr: cyn h-s kos:;en oontr ibut ing near ly  5w0 of the ne t  value added, . .. . 

, . . I  . -  . . 
. . .. i rc I;, t;tel o r ~ z ~ i s e d  r n ~ n u f a c t ~ i r ~ . ~  The guestion, a r i s e s  therefore 

. , 

- -  , .  - . . 
- .  . .  .... ,;:.j i ? -~ j~ j ;ec t ive  ch,?n~$s, Seminar D<C: 1979; ~ . ~ . ~ h e t t ~  & K.A.Menon, 

. . -. 7 

.,.: . :: ,:; :;r,d .~~!>~~;:.i;rnCrll; iqithout erowth,. Economic nrld P o l i t i c a l  k'cekl.y, 
, ,  . . 0 : 1% d t a T,he High Saving phase of the ::. , !,,.,.' 

5 ,  ..- . > - (  ...; . . . < .j76-73, BI, Occzsional p9"l)er! June 198C. 

.- ,....- 
' I 

..:, 4i.:.tr;l % a t i s t i c a l  Orgmisatioq (CSO), Annual Survey of Indus- 2 .  T , - : . .  

.:.-I ::, :;I:-::;?.T~ EE.x:I.~!: TOT the F.?ctor:~ Sector  7777-78- 
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.:: .dL~nif ieg , r .ce  .' o j  t he  P r i v a t e  Cnr~ioraDe Sccto: i n  tile Econornx 

.- 
I .t r 
A -2  .ls of n e t  value added', t h e  p r i v a t e  corpora te  s e c t o r  (non- 

. - 
, . \ , . 2 . A r -  - -  - -  
4 -. L. v --.-..=.A L C : . ~  I nun-f inancial  c o ~ ~ m i c s )  c o n t r i b u t e s  but a s m a l l  share 

lLc A:>m ecsncaj- (about 6 t o  @/) z ~ x l  t h i s  s h a e  has  g r z d u d l y  decl ined .  

T ~ L  .th? a ; ~ ~ i a s . l t u z a l  s e c t o r  a l s o  i t s  share in the 5 o t d  is  very  small 

f;-.on 1 t o  P/J) zzd Even t h i s  has dec l ined .  But i n  t o t a l  mimu- 

:;ic-!,,,ir.in.s il;s c o n t r i b c t i o n  t o  n e t  jdaluc addud iz qui te  h igh  ranginfi fro111 

jC .1.; ~Cl;:j;.; L?:~C! \!i.l;hin ~ r g m i s c d  ~nmu$acturing it is as high as 49 t o  7Vk. 

,:;I j::r-l? r "' Priv:ti;r. Coy jmr:~.-t e ;:n.t,ii.rln*isi?  on-financia.1 ) i n  t h e  N e t  -- -. 
3 1 

villnz zdded in t he   cono om$ Srd in the d i f f e ren t  sectors of -- 
t A \ p r i c ~ t . l t ~ ~ r e  & i i a l i d a c t u r i n ~  (%> 

S h a e  of 3 r i v t t e  C6rpors:te E n t e r p r i s e  i n  the 
1 

$Jet V;l.btc: Added 
I .  

---------,-,-,---------,,--,-,---,~--------------------------------- 

2 1  b w f a c t -  In orgmised  
YJ:C I:? .the ~ c o r , o ; n ~  i n  Agr icul ture  us ing  (Orga- 

n i sed  + Uaor- Wanuf ac t u r i n g  

' ' T C , - ? ~  
., , , 5.3 0.8 3 4 : ~  

A .-./ 
54.7 

! ,$ : Z-7.7 r; , " 9  0 - 9  30 9 48.8 
; C-i'7.-Srj 

, 1 1 1  , 5 * 1 7 .O ?O 3 48.6 
-.------- __ ---- _-__--__ -I-_I__- _- .----_-____,--I---- 

- s.-,z'c2: J;'z$~i~2.i;a~ frsxL $he - - . - T  , >:., i o ~ s  I,'.sue s of  '~Iic Reselve Bank af Xndin 
Exlletiz nnc! ihe  I~Tational ~ c 6 o u n - k ~  S t a t i s t i c s .  



Tltc nectorrrl clis'lxibu t i o n  of  riet va.lue added by privrx.t c uo' t . i~~.c.  : l;~ : 

enterpr ise  i n  Ind i a  given in Table 13 Brings out a l so  th2t n e a l y  75% 2: 

the net  value added of a l l  g r iva te  :coryorzte en te rpr i se  i s  in rn.auf~ct- 

win& and this share has been risirg over time. Thus ~ r ~ m t e  sorcorztc 

\ 

activity i n  Indict i s  g c t t i n c  more ~ n ( !  nlorc conci:r?tr:~'i;cd ir: :!~:l::v.C: I.C l::rj.cl_ 

Table 3 ,  , Sectoral  Dis t r ibu t ion  of F2ivate Ccsvorate Act ivi ty  i? x r . l : s  

of  Net VaZue Added (%) 

Tct2 ?-;riw.tt: 
Corporzte Corpocate C C - T ~ . ~ ~ ,  ' Others A :I - - L w ~ ~  Agriculture rfb.nUin c tu r ing  Ackivi'iy 

Source: Estimated f r o m  the  various issv.es of tile Reselve 32~-L, c.: LzfL:,iz 
Bulle tin. 



I 
'i's s ~ r ~  1-19; privrrte corporate ,c:cterprise ic Ipdia  i s  :costly in manu- . , 

4 4 

factcring within ~ ~ m i f a c t u r h g  i t s  contr ibut ion t o  ne t  value added in 

s i~ .n i f i c ;x . t .  " 
I I 

3u t  ii;:; s i gn i f i c a t ce  in' -*a.nufact*uing i s  decl in ing,  its :I 
S?QS i:; ne t  v i lue  added i n  t o t d  msnhectur ing decl in ing from 40.3% in 

.( i f  I ,~G-G; - -io 30.yh ir;. 191'1-78 'and in organisec! manufacturing from 69.9% in 

. ;,,,fj-t;q ' 1 ; ~  i J n  (;;[ j y l  1 lj:/'/-:/kj, 

Tilt.: dc-cline of tihe p r i va t e  cor?orate sector5  share in manufacturhg 

c,.:..;li FJL: 2-:i. t o  ('I) ot;her sec to rs  in qanufactusing growing f a s t e r  than the 

I i .  : ; :.;inc.l;c;r ( 2 )  or  ?.:.ui: to  dec2 in j .n~  trcnds wi th in  the privcrto 

-....-. -7.-  ti: S?CI;OZ o r  (3)  ci cob>binztion 'of  both. An examination of the  above 

~'.LC$OL.S 2 : ; : ~  ~ G I ' ~ ; Q S  i n2 i ca t e  why the  p r i v a t e  corporate s e c t o r ' s  share i n  

; , - .k-~1 r;2.v.-~ags has declined. Therefore we e x a ~ i n e  each of these  f ac to r s  in 

- .  t o r . $  f c t  secsp# i n  Relnt icn  t o  other sectors  -. 

?. . 
z:r!cc 75h of corporate z c t i v i t y j i s  ic manufacturing and we a re  

- ,- ,, J ,., . ..,s r ~ e d  pr i i iar i ly  wi tk  the garfcorina ce 02 t h e  p r iva te  corpora'ce manu- 
I , 

f: ...-.' ;;::ir.,- .> z s ~ t o r  n a r o \ ;  down the  a f i n i t i o n  of t he  p r iva te  corporate 9 
:'jLctoT$ L V(J cover o r l y  t h e  p r ivz t e  corporate i manufacturing s ec to r  (le.non- 

g(;vern:;.,:::tL, n ~ n - f i n a c i d  manufacturine compmic?s). We compare the  
I 

- LL. ,6 ; :  ... . .. c=' 5:e ~~r:.-gztc corporate xsnuficturing aectcr  ;o defined t o  those 
I 

4~f :;i;c: othap :;cctors wi tkln  orgznised : m u f a c t u r i n g .  Tyo types of 

-:r:.? y;is ..--..- ZT~?  do113 h r e  (1 )  org.?nisod ~ + . ~ a c t m i n ~  sec to r  i s  divided in 
. , 

,. -.. .- 
2 1 , ; , L -  ~ 2 ~ 2 .  ( 2 )  Z'rivzte s ec to r  is fu r t he2  categorisad as Pr iva te  Corporate 

I I 4  

- -  .. ... ) .. ,- . i  - 
.L .U =. .lncsr;sr$e: , c r  n c n ~ c o r p r z i e , )  4nterFrise3/which includes p a r t n ~ x -  

. . .  . . 
I ,  .Y~?~~LZ&$!&RB$ And .eo'+p.emtior;< Their t r ends  ~ k u z e l k i o n  t o  or(c<mised 

: . . : ~ : c f ~ c t ~ z i z &  z ~ d  t o  pril--.te en t e rp r i s e  a re  obsezccc. 
I 



It is the r e l a t i v e  s m e s  of each of thcse sec to rs  in thc <pc4ioz 

incomes of the organised manufacturing sec to r  t h a t  is ~ ~ : ~ . l y s r - . d .  However, 

data  on velue added, compensation to: employees e t c  according t o  rl!lc. zl.::ssi-- 

f i c a t i o n  of en te rpr i ses  we lmve zdqpted i s  not d i r e c t l y  ;~.v:~S.l;~.hl.c~. 

have estimated the  r e l e v c u t  rn,zgnitu'dee fron: difrerent;  so7nces  of i.:!:ici: 

the C.S.O1s National income estirnatks k e  the most i n ? o r t ~ q t .  The d e t s i l , ;  

of how the f i gu re s  have been worked O B ! ~ '  m d  t h ~ - . s a u r c c  of da t a  uszd k c  17iven 

in the appendix. 

An examination of the t rends  i n  ) t h e  shares i n  ne t  value ~ d d e d ,  WYI- 

pensation t o  employees e t c  of .the p ( h z t e  and publ ic  sec to r  wi'hln or2;-!xL- 

sed ~nanufacturing c l e a l y  shows tha* !the p b l i c  sec to r  en te rpr i s s s  hcivc 

exp,mded while p r i va t e  en te rpr i se  i a  Gcclining. ( see  Table 4 )  

Private  sec to r  i t s e l f  comprises of two sec to rs  v i z .  c o r p o r z t ~  ~ r . d  

non-corporate. The trends i n  t h e i r  resyect ive  shrzes  i n  the - r x i o u s  

.in~lj.ccs ;u:c L . x ; ~ ! I ~ . I I c ~ .  Of .C~IC .two ~ t c - t c ~ r s  k'i.l;hin p i v ~ ~ t e  ce:1'~:.?:.p~1.-c, ti. .(  

p r ivate  corporate s ec to r  is  the  major contr ibctor  t o  orIy;nised n ~ , l n u f ~ ~ e i -  

w i n g  ac t i v i t y .  However, over the e x i o d  1960-61 m d  1977-73; it is 

i n t e r e s t i ng  t o  note t h a t  the contribuf/ ion of .l;Ize corp~r:~. t , i :  ::;!c-L;o:r (;:;, ..!:;1.! ::I ., 

i n  tcrrils oi' i t s  share in net  value add] ?d, conpensaticn t o  c-~nplcyces c t c )  

has been on the decl ine  as cay be readuly seer, from Table 5 .  T:ii? r.ssf, 

s t r i k i n g  f ea tu r e  i s  t h z t  wh'ile operat ing surplus,  ,and p r o f i t s  3-76 e i v i d ?  -.: 

k v e  2 . 1 ~ 0  declined ( 5 6  t o  3277 m d  54 t o  1y/o respec t ive ly )  thei: ecr t r i . -  

butions are r e l a t i v e l y  s m d l e r  than t h a t  of conpensaticn t o  a~ployc;:i:r; ::.:I< 

value added. 



Tc~bli. 4. SH2.W OF T i T  FUELIC & FRIVATE SECTOR IhT THE DIXERI?LJT 

EDICES OF ' KEG1 STEIED-; 1 ~ ~ ~ A ~ U R I 1 ~ G  w). - 

.--.-----------'----------.--r--.----I-- 

X z t  V2lue Coapensation 
- - 

Bperat izq 
1 2;s ;"-*(id. 2 d P r o f i t s  & Dividends - t o  Enplovces S u r ~ l ~ i s  

Fl;51ic Pr iva te  Public Pr iva te  Public Pr iva te  Public Pr iva te  
- - - - - l l - - - r _ - - - - - - - - - - - - - - - L - . r - - c .  

. . E.::.,;.~.!,!,: tee! f.r::i.r: th,: various issues  of N3.t ion131 rlccoun& 'S t ,?- t is t icn 
. , . * \a  , CsntY21 Statj.s?;ic,zl . & + g m i e a t a  > 

gi i  G.L- L,, r;t!-ier k : s d  we :':rid just t he  oppgsite t rends  in the  ctise of n@n- 
. . 

;a~?ara.t.e eater;srises. Their  share i n  the  $o t a l  f o r  all indices i s  incrca- 

~ i . i i g .  Sccor~~ly, t h e i r  contr ibut ion t o  tiic t o t a l  in terms of S U ~ F ~ W  < a d  

~,:,:L'II..; ;L:IJ. d iv idc r , i i~  i s  very high r e l a t i v e  \ to  t h e i r  contr ibur ion i n  terms 

---1 
,I ,,,ue :xideb, tlld compensation t o  enplcjyeq & has increased very fast 

i.; ci:.zri hig!ie;-r t 1 1 ~  the  s h u e  of the  priiitatei corporate s ec to r  d t e r  1974-75 

( f ~ , :  >>la  5) 



Table 5.  SHAFLE OF TAW PIlIV.4TE SECTOR IK TI72 I?U-?EX:'T 5.ZICES - 

___-____-1-___-1_1_1_-----11---1------------------d-----------.-------- - --- 

Net Value -7 Compensa,tio n . 0pcr~1.t  izg :. .TLj,i..L,- ,,, 

Added t o  eri~ployse_s_ S u r ~ l u s  3:-b-:.cL,..-.: :- 
Y e a  -- - - - . - . . - - . - 

. . 
Corpo- Non COT- Corpo- Kon Cor- Corpo- >:on Cor- Ccr;c _ I _ - -  . . ) -  I , ,  -_ - .. 
ra%e porate r a t e  ' bors te  ' r a t e  . 2orz'ic. r:1;.-; . . - . . . . .. 

%. . +. , '. 

----+ - - - -  - - , , - - ,~- - .  .--,------ -- ---- --- ---------- -------- 
I , .  . , 

! 1 
Source: E s t i m t e d  from the vazious issues of N2tionz.l Accout-ts S t z t i s t  Lcs 

and the  Reserve Bank of ~ n d d d ,  Eulletins . 
! i 

From the above discuss ion we ray Jtherefore  conclude t h z t t t h  cdi..clirc 
I 

of thc  yr ivatc  corporn,tc soc to r ' s  h jn ril ;mdnclurinc i:; d u ~  to j ti.:: 
\ 

growth of the publ ic  s ec to r ' s  share xh (2) the  incrsased s h z e  3: t h e  ncr-. 
I 

corporate en te rpr i ses .  We can now takk each ,of these  u r~  f c r  core r lc t:?.ld..:il 

analys is .  

Expccqsion or sne r u o ~ l c  aecbur 

Ar! examination of the  increase in'\ the p b l i c  s ec to r ' s  shxiie ir! tctcl1 

ne t  value added by ty-pe of Authority shows t h a t  thc  incrnnsc of t i i ~  :,.:.'sl.ic 
! 

s ec to r ' s  s h ~ e  has been l a r&e ly  in the !non-deprart:;ectal ~r_tc-r;3zises. [ S : X  

Table 6) 



n.1 1 6 .  SI2323 OF T1iE FCELIC +El"OR IrU THE D7ZFFEPmT ImICES 

~ - ~ - - - - - I r - - - - - - - - s - - - - - - - = =  .- 
act ~ % I c e  ~ o n ~ c n s a ~ i o ~  Operating Profits & 

.<ddr-d t o  &.plojreec SurGus Dividends 
-----I---------------'---?------ -------------- 

V<_ ; n - > 3- .- Xon Dcpt. Dept. Non ~ e ~ t ' .  Dept. lion Dept. Dept. Non Dept. Dep. 
K m u f  : Msuf: M W :  ] Pi=&: F l u f :  Pauf:  Mmuf: Im 

n 
J ~ U T C ~ :  Es t i9ated fro. the  vmious  isLuej  of National Accounts 

S t n t i s t i c s  ( ~ n d i a ,  c.s.o.) 

i~:i j.niduetry-~iise he ik  up of *ths xon-departmental pub l i c  r i u f a c t -  

>I:: i:-: :ac:c'Lo~, o r  the  in6cstrizl and ~ornrncrci~il undert&.ings of the  cover- 

: ~ . c i t  ;i-;->~e that it is the sectors of s tee l  and hezvy engineering4 which 

i;.;v-;. :c:;-t;riSxtcd t o  the increase i n  ialue added of  the  public sector.  

r :  ' ' *... :.c 1:; zcf icc ted  i n  .tile chore of these  s ec to r s  i n  t a t a l  valuc added of 

:.:l.+ ;:.G L.l ir i,:~-~d.=.~::2.t=ing sector.  'These h ~ v e  II~CS~~LEI;I~ f r o ~ ; i  16y6 i l l  
_--------_-.-----------I-------------------- - .- - 
. , xz :--?.vlz cxcluded the  category fMinerals and f ietds ' i n  our analysis 

r:l-ci. i n  ' ihs C.S.0 c l ;~ss= ica t ion  of the  publ ic  s e c t o r ' s  value addcd 
. . 

r r j .  xi:-d:;try of Origin; t h e  c z t t e g c c  -?f Piinerals & Metals ;dould come 
.-.,- . . .A. :~cr  ;r.c l.roup.j ' ? ; i n7h~  ad nc t  d z n ~ ~ c t u r i n g .  



. . 
i n  i972-73 t o  15% l;n 197'7-7E h the cnse of  ti:^ i~i.,?~vy er:glr:i:i-.xl~l::, ::c~.:.:;.:?::. 

(see Table 71 

SELLING GOODS I N  T I ~  PUDI.IC S F C T O ~ ~ ~ J I ! D [ ~  s'~'T:-::-:;I .I. 1;; ) -- 
($~PAGES ) 

Yeax/ 
I n d u s t r y  

S t e e l  16.3 14.4 44.2 12.2 2r.8 ..? I ~ t ?  

P i i n e r d s  & 
9.0 11.6 ' 18.7 22 

. -  5." Metals  'I .3 

Coal 

De t roleum 

Hea.vy Engin- 
10.6 10.6 11.S c e r i n g  

T i -~nspor t -  
a t  .ion Equip- 8.1 
ment 

Consumer Goods 0 - 7  0 - 7 0.8 9.8 S.9 1.0 

A l l  b d u s t z i e s  100.0 100.0 J00.0 100.0 100-3 19G.c 

I I 

Source : Ind ia .  Annu21 Repor t  on "yJorkina of Indus- t~i :~l  c ~ 2  Co:r.ncrei- l 
Undertzkings of Ck!lr;rzl Govf, v?xiouz issnes. 

* 
Excludes d e p ~ t m e n t d l y  rnanaeed: undcr tzk ings  x d  purely f i n - m n c ~ ~ l  +.'id 

banking i n s t i t u t i o n s .  



. . . . 
:.litkin tile s t ~ e l  a d  heavy engin~?er ing secl..r)rs it needs t o  be pointed 

out  thr-t .r, p ~ r t  of the  increase  i n  thq: +&he added is  the r e s u l t  of t he  

taking Gver cf  its from .ihe p r iva te  s eq to r .  However, s ince  t he  value 

c~:!Zi-< ol? the t ~ . k e n  ov t r  u n i t s  is not  a ' i g r p i c a n t  t he  increase in t h e  value 

:d<e..l ci' She s t e e l  ard i?eav+y enginesrihg $ectors must be l , a e e l y  n , t t r i -  

i-~lll: l . l l  'ti) t.?'~!: ( : ~ ] i ; ~ l l : > i ~ l l  of t h e 6 ~  s(?c '~ ,oT~ tllelll::~lve9. Consi[loring however 

t h 3 t  S ~ C G ;  snci hezvy engineering a r e  norglor i e s s  completely under the 

,-,%..-,, ;1;.i. or' the ?u>l iz  s ec to r  the expansion of these sec to rs  may be viewed 

rnorg She rceul.t of a policy dacis ion than- the  r o z u l t  of the? ~ : ~ < c o v ~ x  of ~ r i v r ~ t c  

i.:l..;c'r;'lriaz -1' 2 . ~  :,my rai;c: would llave cmscd a decl ine  i n  t he  S ~ U Q  of 

privn-tc -.-~rpc~?,.te , sec to r .  

* .  
s17ic.-- l  tL-:j5 the  o ther  f ac tn r  l e d i n &  t o  the dec l ine  i n  the  share of 

the  privn-tc ccr-p~eta sector: ire. the  chsnges t ~ i ~ i n g  place within the. 

p+ivn-tc :;r C;I;QX ;:~BGE~CS I.nportancc - 

% - . - .  
; ,-. . .I. r-: z r ~ v a t e  C o r c o ~ a t ~  Sector wif h i i  P r iva te  Enternr ises  

To .~::,i(:rst::nci %he cF~:;al:;c:; .td<ilig placci within ~;rivai;e en te rpr i se  the 

r e l a t i v e  :;i;;:ros sf' corpors te  :ad nos-corpo~ :ate s ec to r  i n  f a c t o r  incomes 
a xamined 

sf' privn-tc i.::.lc\r:.,rias ncerj. t o  bepnbi.2 8 s n p s  t h a t  throughout t he  s i x t i e s  
t he  s h a e s  \of the  

t h e r e  have &en I i u c t u ~ t i o n s  in /corpara tc  - agd the non-coqorzte sec to r  

.. - ;. .-~r. k51.;2 7 w i l l  show t k z t  .khere has aec-q some expansion in the  consumer 
..::is scc to r  zlsc beside s t e e l  & heavy e n ~ i n e e r i n g .  This it is seen 
i; r~!.r.iy S a c a ~ s e  ~f t h e  expansion in tkd  &ndj-a National Paper M i l l .  



i l  . 
ever we f ind t k~ t  there  is C . . ~ C Z ~ :  d.cc3.i.n~ i n  i;iir, : : l i : ~ ~ . ~  .:: . i f '  (.I I, 

?rivate corporate zzs:+,or =c! a S?L'IU:IJ :incre&sc in those of .chc r:o!l-ccr- 

7 .  . 
porate sector .  This ' i s  sharply evident in the  cast? cl: ;lot v2,lue ?.LC .-# -L. 9 

' I 

operating surplus zqd grof i t s  F J I ~  dividznds, but l ees  so ir, the c::~.: o f  

compensation t o  employces whc;.-e such ?L t r e n d  c ; x  hc  s k ~ 1 . 1  01i2.y ;?J.':;L..~ : : ! ' j . : . : - ' / . ;  i - 
I 
I 

Table 8. S K m  OF CORPORATE AdN-COF;PIJRG'E SELTCi( j ) ~ ~ ~ ~ ~ ~ > 5  .--.-...- --..-- --- --. -- 
INDICES OF PBNlrTE MILP~!F~GTURU'G E.hTEF3RISX 

-7 
- 

Net Value Cornpensat $03 O_o~rn-i; ing 2rc f f..k ,: .: 

Added. t o  Employ :es Surplus ~i.i~~ciz,' ,------------,,,,,, ii.-.-I,? --,-,,,,,-,.,,-------.------- .-- --- .-. . : ..., 
Yecar . . Cozpo- Non--COT- Corpo- . ~ b r .  Car-. Coz-2.- Fcr! COT- , . , . - .  

r a t e  porate r a t e  $ra te  ore.,e J.  n o r r t e  [;T?-:,E C:,:,. .:- 

. I . , Source: jTstimated from the  various issuds, of the N,z'ciond. 4 , c ~ ; n t s  S&zt-L!i-.~;-; 
and the Reserve Rank cf ~ndji--,j;~>:!-e.f'~z~ .. ------- 



IL t h ~  czse of ne t  vs,lue added -md compensation t o  employees the share 

zi ~i:; j j r~va t c  corporzte sec to r  i s  very high ra-.lging from 64-7Qk and 70-30k 

r?s;.zctively. 3ur; in the c2se of operatiilg surplus  and p r o f i t s  and dividends 

L _. ' LI:.~x G ~ ? : X C  rznges f ron  44-59% & 25-5@0/0 respec t ive ly  and f o r  the  y e a s  

:Q75  ' ,  . J .LLG 1979 the  s h a e  of the  non-corporate sec to r  in these 2 indicoa is 

-. .-.- 
,./-.L ?Jig!~+:~ t 1 ; a i  t h z t  of zne p r i vz t s  corporate sector .  

*T~:;I;; o1,?r rlL.l;e ;u;-/jc:,tc t h a t  the  decl inc  of the  p r iva te  corporate scctor 'a  

si:;z.t iri orgz2ised xmufac tu r ing  in terms of various indices  i s  due not only 

to 'the c:.:;xs:sisn cf  t h e  publ ic  sec to r  but a l s o  due t o  the  r e l a t i v e l y  f a s t e r  

..- " .- .!.:+h 3f n3r.-corpor~te cn t e rp r i s e s  wi thin  the  p r iva te  s ec to r  i t s e l f  pa r t i -  

~ ' X L  2. c o ~ f i r m a t i o n  of i t s  v ~ l i d i t y  c q l l s  f o r  a v e r i f i c a t i o n  of the  same 

. . ~.r;i:is o'tke;. sources of dzta.  -E 

1:. i:?c ~k~iu ,z '  Survey of I ndus t r i e s  ($31) published by the Central  S t a t i -  
I I 

r % i * : ~ l  Srgr l i s ~ t i o n  (CSO) gives  da1-., ;or mmufacturinp; i ndus t r i e s  c laes i f i cd  

~cczrbizg -t3 t j r ~ ) ~  of ownershis. This da ta  is  however ava i l ab le  o ~ l y  from 

i773. Usins it we x-dyse (1) the s h b e  of p r ivz te  corporate sec to r  and 

t k z  ~ x n - c o r p o r ~ t ?  sec to r  in t h e  v a i d u s  ind ices  of r eg i s t e r ed  manufacturing 

;.::5. (2)  t he  share  of p r i vz t e  C O P ~ O T J ~ $  a d  non-corporate en t e rp r i s e s  (wldch 
I 

includes proprietorsl ; ips,  Far tnership  2; GO-operatives) i n  the  varrious 

i! from 
i : l : i icc~ ~ j f  p1-ivat<3 n ~ n u f a c t u r i n g  untdzprises.L the  zmalysis givcn in Table 9 

! I 
::c:cT. 

. 7  . I 
i; i~; /~~i:? . . t  .the shut of 7;he p r i va t e  c$rporzte sec to r  in the various i n d i m s  

3 . /  
rf ~sg;i;;.i;ercd ;nanuIzcturing showsLn3;r~ed dec l i ne  over tile period while 'that 

1.5 ;-!o:1-cc:rpsrr:;te en te rpr i ses  shows a-? increase .  However, the  growth of the 

;-!o:1-cc:rpsrr:;te cn-tcrprir;cs i s  not  broueht out sharply by t h i s  t ab le .  
-..-.-.--.---I------ .................................. ........................ . I 

L> .- 
L t ;::a:: t  Lc 1;i:~tioned tilst i f  the same e s t  b a t e s  zrc  prepared by blowin6 

7 - . . .  

--- 
,., 1tJ.L ~ ~ ~ ~ a l e  d a t z  based on paid up c a p i t a l  coverage, our r e s u l t s  would 

. -  ill i I;,o\jever it nus t  be r e i t e r a t e d  t h a t  we : r e  r,ot concerned 
.,-- :.uc?i ~ i t h  exzct  n s ~ a i t u d e s  o r  d i f ferences  between est ioiates , which a r e  -. 

~ , - . ; . Q Y L ~ : I ~ ,  t u t  E Q ~  r e l e v m t  t o  t h e  ' immediate .issue at h n d ,  . Wc are  more 
;~:;c~a;;led i n  ~<:na.k, e2ch of t h e  estiiilates suggests  a t ou t  t h e  r e l a t i v e  trefids 
: r 
J,-. ccz;,i,;.ytL- -ri;; 5.~:;~~ < O T L ~  c< C . n t ~ r p - f i Z ~  I 
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exr:mination of w h a t  has happened .during this- pe r iod  within p r i v a t e  

z.zii~if.cturing e n t e r p r i s e  however does  c l e a r l y  b r i n g  o u t  t h e  c u e s ;  h o t h  

i n  t!:o cZsc of +he p r i v a t e  co rpo ra t e  s e c t o r  and t h e  non-corporate s ec to r .  

Sc; 7ablc  10. 

Table 10 

El'ib.FLT;: OF C O I I Y O R ~ ~  & NON-CORPORATE SECTOR I N  TflX I)Il~~~X?J3NT 
.UIDICES OF ~ ~ 1 ~ ~ 1 1 3  ~ T ~ W I ~ S  (IN PURCENTACES ) 

Oper?.tin>q Surg lus  

P r i v a t e  C o r p x a t a  82.9 80.8 81 - 4  81 .O 80.3 

1; . a -Ccrpora t e  ,- 17.1 19.2 28.6 19.0 19.7 
Piye6 C ~ p i t a l  

Priv;:,-l;i;l Corporate 82.1 70.7 76.4 77 3 77.1 
idcri-Cc~gori~,Lc 17-9 21 - 3  23.6 22. '7 22.9 

I 
S o x c s :  Govt.'~of.India,.C~.S.q. m u a l  Survey of Industries, S m w  R e s u l t s  

f o r  the F a c t o r y  ~ c c t 0 r . C  



It is  evident  from t h i s  d a t a  t h c t  non-corpcraJie cnter7r icez  .r*c ' 

crowing n~ore 2nd ar0r.c ~.t,r;nificant i n  terms of thcir s,hcxe i n  f ixed c a p i t a l ,  

value added, employment e'tc of  the p r iva te  sector .  It is f u r t he r  secn 

from Table 11 t h a t  t he  proportion of value d d e d  accruein6 as n x - w c g e  

income is much higher f o r  non-corporate bo'ciies than f o r  the  p r iva te  cor-  

poratc sector .  This coulc! be bccause Fompcns~.tion/c~~;,loyc.c. is nuch lower 

for  non-corporate en t e rp r i s e s  tha f o r '  the  p r i v ~ t e  ccrpor,zte en te rpr i ses .  

The f ixed c a p i t a l  & productive capital/employee m e  a l s o  nuch I*.igh(:r fa>- -. 

the p r iva te  corporate sec to r  than f o r  the  ncn-torpor-zte sector .  

Table : I I 

I " ?rr,-$  in^ ~ ~ r g l u s / T y ~ l u e  Added (.i/o) 
I 

Year, 1973-74 1974-75 1975-76 1976-77 1 977-76 
i 

private ~ d r p o r , a t  e 49- 18 52.92 4 0 . ~ 7  52-/;7 65.01 
Non-Corporate 52.35 5G.47 51.52 55-57 53-72 
-C--C--I--I-II--II-L---------------------------------- 

Fixed ~ p . p i - t a l / E h ~ l o ~ e e  ( A S .  ) 
Private Corporate 10827 i I 983 13554 13716 14667 

Non-Corporate 3446 41-16 5 962 flr236 45C.7 

. ,-- - - - - 

Product ivc capitzl/Ernployee (5s) 

Private Corporate 18857 20740 23209 23672 25 137 
FJon-Corporzte 6729 8878 10439 8229 867" 

Conpensat iob/Ehployee (3s. ) 

Private Corporate 5136 6104 6688 6744 5274 
Non-Corporate 1828 2002 2162 2155 . 2  351 

Source: India.  C.S.O. ~ b n u d  Suniey of :  Ina- 

f o r  the  Factory Sector.  Varioui  issues.  



. . 
T h ~ s  t he  s ~ z l y s l s  ~ n s e d  on B.S.I. [ da t a  a l s o  confirms the  r e l a t i v e  growth 

s h z e  of' 
cl" the non-corporate s ec to r  as 2 i f a c t o r  accounting f o r  the decl ine  of L 
the s h x e  of the p r iva te  ccr2orat4 sec to r  i n  o r e a x i s d  nanufacturing. 

-- 
;,o:\lever it  i s  very unfortunate t h a t  t h i s  cannot be c l c z r l y  esta-  

bl!Ls!lsd i n  t he  case of corporste s ~ v i n g s  which is our prime concern, 

~?c : t iv ,~  sh,zzes of thc  p r iva te  c o r p o r ~ t c  sec to r  and the  non-corporate 

scctc: i n  t c t a l  pr ivate  sec to r  savings. The aa in  drawback of t he  data  i s  

t , l - .c~. t  f o r  pr .Fose of szvings e s t i h a t e s  the  economy i s  divided i n t a  three  

;:r:i;.l.l.i;~; viz- i l o ~ s ~ h o l d z ,  p r i va t e  c o r p o r 3 t ~ ' m d  the govcrnmunt scctor.  

-. 
~ i o ~ ~ e h o l d  sec to r  here includes ,dl non-corpcrate en te rpr i ses  l i k e  part-  

. . 
c ~ r s l - t l s s  prgcr i to r sh ips  besides individuals ,  Bindu undivided f &l i e s  

~ t c .  m d  i t  i s  not possible t o  ge t  sepzrate  est imates of sav ings . fo r  

i ; ~ ~ i :  GI. t h e s e  zegaents withi? t h { m H o u ~ e h ~ l d  sector .  The be s t  one could . 
i 

do is t o  i;icce t c g i - t h ~ r  whatever !evidence is  ava i lab le  on the  growth 

cf x:i-ccrllcrzte e n t e r p i s e s  ar.d;draw conclusions based on them. 

. . 
2-b: evidence on the  Xon-Corpora' .e Sector 

I 

d l  1 -errs is Bone; by 110 means $!owever conclusive evidence on sec to rs  

:,i;ic!, broadly c o r r c s p n d  t o  the  ion-corpcrate sec to r ,  which suggest 
I 

.I : ,..kt ;:'!uc!~ of' t h c  illcrease i n  savings of t h e  hausehold sec to r  could havc 

5esn scccunted f o r  by non-oor~or i t e  bodies. For instance,  t a x  da t a  

[ i v e s  i n f c r ae t i on  on the incoae issessed t o  t a  of non-companies. Non- 

asi.~;znicn cons i s t  aT ind iv idua l s  ;: bindu undivided fami l i es  ; unregistered 

. -1  
V, : l i l t 7  t lie s h z ~ e  ~f individuzls  , . 1 i c u  undivided f m i l i e s  and unregistered 

- .  - - -,-,-. 
,,,.,I, i n  t he  income Lssesssd t o l  t ~ i  of 211 non-companies has s t e ad i l y  

1 : 
dzclinod over t he  pericd 1960-77;, ; t L t  of r eg i s t e r ed  f i r m  has doubled. 

! 



T l ~ r t t  ~ I I  111coru~: ! ~ u : . : u : ~ u ~ ! t l  I;o .L:Lx ul' rcIgiutc.rcc! fixill wi.l;lr.in rl~~~~-ca;npanieS 

has grown. See Table 12. 

Again data. given i n  ,the Basic  tatis is tical iieturns published 3.y the  

Reserve Bank of Ind ia  an 1 0 9 ~ s  ~ r . m t b d  by ca;nr;~c!rcin.l b,~.nlr:: t o  the  p r i va t e  

sec to r  (c lasn i f  i ed  according t o  type: of ,  organisa t  i o n )  shows t;!:;lt .the 

share of pzrtnershiys , propr ie torships ,  j o in t  f m i l i e s  e t c  i n  th tot8.zl. 

bank c r e d i t  f c r  t he  p r i va t e  sec to r  increased during t he  2cricZ 1975 t.c 

1 980. 

Though the  category ,of reg i s te red  f i r n s  used in the  t ax  c2.k ccl- .the 

organisa t ion wise c l s s s i f  ioa t ion  adopted by the Reserve B m k  rnw n u t  he 

s t r i c t l y  comparable wi th  our cwn d e f i n i t i o n  of the  non-corpr?-i;e scsctr>r, 

these d a t a  do suggest t h a t  there  has been an i r c r ea se  i n  zctivit;;, incczc 

e t c  of non-corporate en t e rp r i s e s  wkich corroborztes t'-n concluilcn t:izL the  

non-corporate s ec to r  is growing. 

I : Lot us  now emnine  t he  nature 05; t h i s  non-corpora+lc growth. E3,t.l i r  
L 

I I 
t h i s  a r ea  i s  p r e t t y  hard t o  cone by b d  i n  the ,  absence of ary d i r e c t  

source of information we have attempbedi t o  e s t  i ~ ~ e t  e t h e  r e l ev sa t  ~ ; e g : ~ i -  

tuclcr; which whilc f a r  from prcc i sc '  khc beet nv:~i l ;~b l r !  1,;~:;i:; f o r  ass- 

ess ing c e r t a i n  broad t rends  ( See Aphendix . ) f o r  the  methodology used ts  

a r r i ve  EL$ the&e es t imates  ) 



Q F ; E  OF .TEE D l T l ? E F ~ r ? l  cOPP~NE~TS IN THE= 
' I IBCOTE YSSESSFS OF ALL NOR-&OPE'WS (96) 

~ i n d u  Undivi- . ~ & e ~ d .  'Firms Registered 
Y C ~  Indivi 'du~Js fmilies , d : 1 s s o c i ~ t . t i o ~  ~ A t n l  

o f  craons + Firms ---,- ---- -------------------r ------------- 

I 

a.:L-cc : ,'.I1 Inih Incoge Tax S t z t i s t i c s  (various i s sues )  

. .:::12t <, we have ~"ttcmpted here i s  m m d y s i s  of t he  t rends  in the  

re;l,cctivc cozt r ibut ions  of r i i u f ac tu r i ng  'and' non-mandzcturing non- 

corporate cn-terpriccs i n  ne t  value added, conpensstion t o  employees 

cf rill non-corporate en te rpr i ses .  Data shows t h a t  i n  the  s i x t i e s  

kk; 3 ~ i k  cl the  ne t  value added, cornpensatLon t o  employees e t c  of non- 

corporate zntor3r isus  or ig inated i n  the  non-manufacturing a c t i v i t i e s .  



- - - - - - - - - - - -. - - - - - - - - 

I I 
- - 

I - - Net va lue  added Co:z;ehsation 3,e1:::,-f; Lnc cr;l'Ltr & 
t o  embloyees S - J ~ ~ ~ G S  2 i v  iden&? yc 2 2  

. .. mufa- Eon P T a d -  , xnnufa-! : 333 Fmu- - '333 F m -  Fmu- 333 
-. c tu r ing  .'.cctur.-hg. .. . - c t u r l r g .  ..f zc tu r ing  ~ c t u i n ~  .f zc tu r ing  ffzct- Fanu- 

w i n g  f z c t -  
u r i n z  

Sauce : Estimated from the  v;irious issues- 'of  the  ?T::?i.chal Lcco'~!ts S-l::ti::?i::? 
, . 

m d  the  Reserve 3wk of I n d i a  3 u U c t i c .  

h t  ~ X C I ~  1973 cnwards t h e r e  sec;rs t c  be a s h i f t  ts<. i : l r .  sd - .?:.-.,:i. i? t he  

TI pattc:rn of t h e i r  a c t i v i t y .  ~ h c s c  has .bccc an i n c r c l ~ s c  ic ti:!. con t r i5u t ion  

of t h e  m,ulufacturing e c t e r p r i s c s  t o  t c t d  r.or.-coryorntc s e ~ t . ~ r . ' : _ :  va lue  . . . . . , . . . - . . . - 

added, compensation . - .. . . t o  .. . ernplovces . . . . e t c .  . . . , .. . That . .. i s  wit.hi? t.5.; r.or.-coqorntc 

.-,s,, s e c t c r  it i s  t h e  manufzct~ri::g c ? n t e r ~ r i s e s  whicrl have 3:xn !;r-:,.i.-(: 



n i kus  s i r c z  we cmno t  estimzte t h e  respec t ive  s h a e  of the y r i vz t e  

c.:.? ..:.~.t ;: 2x2 tilt: can-corpra te  ce c t  O r  in the  savings of t he  p r iva te  

- 2 .  - -  -, .., . ., I, - sad z inca a ? ~ a i i ~ b l e  cvideace tends t o  s t rongly  ind ica te  increase2 

c- viv i t y  erL2 incene i n  th.2 non-cbrporate sec to r ,  one coul2 p r h a p s  postu- 

kt;: t he  . i ' ~ l  lobiiq, .  Since in tzri;!r, of nc-k v:~lue, sddcd, coml~ansaticjn t o  

employees ,;.LC ;?ri;late corgorcte sectorb  share in organized manufacturing . ' . . . . 

has :iL c l i n ~ r '  bacause ex t he  increase, i n  . the non-corporate sec to r ' s  share, 

it i s  ;.;r;si-:jli: t h s t  the bekaviour of p r i va t e  corporete s e c t o r ' s  share i n  

t o t , d  c!r:i::i::.;.i.ic: s:iviz;;s ct ,uld , d s o  bc pxpl;~incd i n  -terriis of thc  powth  of 
. . 

sn,vi&s r,f - t h ~  ric;n-cc~porate sector .  ; Iiowever scnce wc cannot e s t ab l i sh  
I 

t h i s  ?:;i;?t c l e s r l y  we e x z i n e  t h ~  tret lds withia t he  p r i va t e  corporate 

s ec t c r  :o x c  if it o f i e r s  m y  explm~, t ions  f o r  the observed behaviour of 
: 8 

I 
t h e  p r i va t e  CC.T;IDT;L~G sec.ter,  p ~ ? ~ t i e ~ L z x l y  t he  t rends  i n  i t s  sczvines skws. 

I 

n i r.?nds 5:: t h e  2riva:te Corpcrete J*Imuf$cturina Sector 

In t h i s  sec t ion  we examine 

whcther thc ir,?nds with* the  p r i v s t e  cbrporate sec to r  a l s o  w a r , m t  i t s  

. . 
2<?r,ll;rrir.g S:~XE in t h e  var ious  indices! , .  in t he  economy. The trends i n  t h e  

' I f ~ c t c r  i r r co j i i~~  ~f .thz ;rj.v;~t.c c ~ r p o r ; ? . t ~ i  rr1im17llf ;:cturinfi ~ e c t c i r  u c  corripnrcd 

with .tj.:~s.i! cf t he  or&ised m ~ * ~ s c t u r ~ ~  sector.  This is  ca r r i ed  out 

v.:- ,I 30-.,.. . . .  ,,,, ..A lr.5 a t h e ,  index nuz1b7rs of mi; y d u e  added, compensation t o  employees 
.. . 

, , 
I i .  

e t , c  iyi. 3ct.h. tkh sijctclrs s e p s a t e l y  fclr %he period 1960-78. Ifowever, these  

d id ,  no't cl.s;.a.l:,r s l l r w  tllc rc.lnl;ivc nlr?vi:l.r~i!nt; rir th i .  i .~~ilr-x ~ ~ ~ U I I I L G ~ : . I  .In Llau 

ti.:;. -I; cc..:rs. l o  f i n d  this out ,  the  r a t t o  ,o$ the  index of t he  p r iva te  

corporate ii:xtoz t o  t ha t  of the o r G d s e 3  sec to r  w a s  worked out t o  ge t  

t hc  trcrids i n  tlls r e l a t i v e  indices.  Theke show the  rrovoment of the  



. . hero c lezr ly  b r ing  o u t  t h ~ t  t h e  n e t  v z l u e  added 2p.d t h e  c i h z r  i:,::.ci:.i 

in the p r i v a t e  co rpo rz t e  manuf'zcturin,~ s e c t o r  h x e  growri as?; s l ? s . l y  

than in t h e  o r g a l s e d  manufacturing s e c t o r  (See Table 15) 

33se I ,JLL$--> I -- , 
- - - I - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - d . - - - - - - - - I -  

Net Value Compensation t o  0p~rq . t i ng  
Ye-- Added Enplogces Sur:lL.~:; 

Source: Est imated f iom v m i o u s  i s s u e s  bf t h e  N s t i s n a l  I i c c c u ~ t ~  
S t a t i s t i c s  a d  t h ~  Reserve ~ a n h  c l  h d i a  Bvlloti n, 

That i s  t h e  p o w t h  of t h e  v a i o u s  indi 'ccs  of t h e  p r i v z t e  corsor;:.tc c;t.%zt*:;r 

have not  been a b l e  t o  keep pzce w i t h  tl;12t of t h e  o r g s r . i r . ~ &  ssctcl- .  If 

one were t o  compute t h e  annual growth h a t e s  of t h e s e  i n d i c z t o r s  f!?r t l . : ~  



private corporate s i d t o r  they -&y probab~y'..~hbw . . a dec l in ing  trend,  In 

t k  czse of operating sqxrplus the decline in the r e l a t i v e  index has been 

mcll steepsr t h a ~  in the  cask of value.gdded e t c ; .  This implies that the  

c p r a . t i r ~ g  smplas  in the . . pr iva te  aorporate sec to r  has grqwn,.much.more 

slowiy t h a n  the value added . . .  .. o r  conpensati,on t o  employees ,of t he  .private 

cc;ri~or;:lc c ~ c t o ~ :  i n  relation t o  t ha t  of thc  oreai ised sector.  It is a l so  

k t  :restiag t o  liote t h a t  betweeri 1960- an$ 1970. the  re ' la t ive  ind icm show 

sv"m f l d c t ~ a t i o n s  (generzlly decline) hub the  reaI. sharp decl ine  occurs ~ n l y  

Gtcr 1971-72. \ h a t  emerges f r o n  the  a b ~ v e  analysis is that (1) the pr ivate  

.., : i.; I ..:L ~ ! . m u f  ~ c t u r i n g  sec to r  has grown more slowly than t he  regis tered 

.:zr.if?.ct~:ring sector (2) t h i s  decline in c o w t h  has been sharp  a f t e r  1971-72 

~-:,,..:1 es?ecia.lly marked i n  t he  case of opeqating surplus. 

c . -lscf: tha ~ a w t h  of  t he  surplus in $he pr ivate  corporate sec to r  has 

?cc.r; s;c;.r, ;et us see how the  prbpr::tion of non-wae ?'.ncome/total income 

z r '  T L ~ S  sector  coqpazes with that of the  organised manufactllring sector: ' 

.+:A as sc:er. frcm t ~ b l e  15 t h i s '  r a t i o  is lower fhr  the  p r iva te  corporate 

a ' 

r~?ufactur:irg sec to r  as conpared' to the oqganised . . sector  as well  as the  

othsr  sectcri withix' the organised sector.  Further it is see? that while . . . .. . , . , - -  
. .. 

this r a t i o  i s  genf ra l ly  dec l in ing  f o r  al) sgctors, , .  the d e c l h e  i n  the pixibate 
I 

1 # 

ccrporzt~ sec to r  has 6ecn very shsrp durixig i975-76 t o  1977-78 takin8 the  
! I 

ratio to  unprecedented low'-levels. 
,. . . 



PROPORTION OF NOB WAm INCOME/VALUE ADDm OF 
THE DIl?FmT SECTORS (%) 

- - - - -- ~ ~ - - - - 

Non Wage hcomeflalue Added of - - - - - - - - - -  ---- -----..----- 

Pear 

Or&anised 
Manufactur- 
ing sec to r  

Public Manu- 
f ac tu r ing  

sec to r  

d i v a t e  Cor- 
porat  e Kanu- 
f Ac t w i n e  

sec to r  

Nun Corp- 
#-orate 
sec to r  

Orp,ai:;cb 
sector  
excluddr.~ 
private 
corporate 
sector  

7----- ---------------- 
I 

Source: Estimated from the various i s sues  pf the National Accouts 
S t a t i s t i c s  and the Reserve Bank o f  i nd i a  Bul le t in .  

The appropriation of the surplus in the  p r iva te  corporate Sector shovs 

that the pmpofiion going as i n t e r e s t  payments has r i s e n  from 1@h i n  1960-61 

to 6% in 1977-78 t h e  sharp increases o c m F i n g  between 1975-76 and 1977-78 

See Table 16.  his meamthat e i t h e r  there 1s an increasing dependznoe of t h i s  

sector on borrowed capi%al r e l a t i v e  t o  that '  of ovn cap i t a l  o r  t h t  the cost  of 



c a ~ i t a l  f o r  t h i s  sec tor  I s  r i s i n s .  The proportion of surplus g o i q  

as tax hzs a l so  increased from ,3696 in 1960-61 t o  51% t o  1977-78. ' This 

proportion as in the case of i n t e r e s t  has been very high during 1975-78. 

Anproariatian of the Surplus ih the Private Corwrata W- 
a c t u r i . ~  s e c t s  . 

--C--LIS-- -L--L.-. 
. ~ c ~ ~ ~ i ~ ~  of nGt approwated a6 * - - 

I ' 

Year ~ n t e r e  SF 
----_I- 

I - 

Soace; Estimated from t h e  v a r i o d  issues  of the  Resemre &ink of 
India Bulle t  in. - 

I n  sum, om f e e l s  t h a t  the low proportion of non wage income t o  

. t c ~ . l . : ~ l  ..i~~curnn; thn rJ.::i.ng in tc ros t  .and t.w. pn,ymants .dl tnken toflethor 

+k 
The aprxopxiation of the  surplus i n to  tax,  p rof i t ,  i n t e r e s t  e t c  as taken 
f ron  the.RBI does not sometimes,tally with our est imates of operat- 
surplus becsusz ~f certain coxcri~.4ild di f ferences  between our estimate8 
of the  surplus and that of .;;he d1. 



would leave very l i t t l e  s v l u s  t o  be 5y the  pr ivate  corporate 

.sector. Added t o  t h i s  the  slow sec to r  r e l a t i v e  t o  t h a t  of 

organised manufacturing would naintaining the shzce of 

i private corporate savirigs in t o t a l  sav:ngs 'at  a low level .  Fur ther ,  the 
. t -., 

accentuation.of t he  a b v e  fea tu res  i n  'f5-78 would hare caused even t h i s  
. j' 

lgw ahare of p r iva te  corporate savings ,in t o t a l  savings t o  dccl. ine. 

Some Broad Conclusiom : 

The general  -decline .of .  the  share df,  t h e  pr ivate  corporate sector  

i n . t h e  various indices  of okeanised manufacturing seems t o  have been 
share of the M l i c  s6ctor aria .nore ..jdnpart&tIy . thz t  of.;the. - 

brqugh$~~ho.ut.  by ri--:h t h e  f hen-cbk;jdrate enterpr ises .  Though t h i s  ..... . 

b p i = ~ i b l e . i n .  the n a t t e r  o f  sav in i s  w e l l ,  it has not been gossiblc t o  

establi.sh .. it....-.However; one f i n d s  Zhdt' ev& within  the p r iva te  corporate ... 
I 

aector there  were. severa l  f a c t o r s  oper;ting which could have contriSctted - 9 .  

to  mabtdning the  savings share of thi 'sbsector i n  t he  ecococy low. Thc 
.. , 

more important of these yac to rs  are (1)' the  low proportion of non-wage 

income/total income in the  p r i va t e  corpprate sector .  (2) the risim i n t e r e s t  

and t ax  payment and (3 )  t h e  f a i l u r e  of i b i s  s ec to r  in general keep t o  pace 

with t h a t  of t he  organised sector .  of these f eatureo 
. , 

durin8 the  period 1975-70 seems t o  the  already Low 

s h e  of the  p r iva te  corporate 



A note on tho .methcdolop.~-and d5 ta  - u d  in the p m e r  

' 

Sourcescrf data used i n  this paper a r e  mainly the  var ious  issues  of 

the  Xu';ticlnal Accounts S t a t i s t i c s  ar,d the h a n d  Survey of Indust r ies  

(3sctoyy s ac to r )  published by the Central S t a t i s t i c a l  Organisation, tllc 
I 

.P .h , -~~cinl  Stz-Lixtics of Companies published by t he  Reserve 

Bank of India  m d  the Tax S t a t i s t i c s  published by the 

Directorzte of Inspection ( ~ e s e ~ c h ,  S t a t i s t i c s  & Publication). 
. . 

While rnost of the t ab l e s  u4,ed ,in the  paper 'are self-explanatory, thc  

r!!r~in i ~ b 1 c . s  nl*ing e s t a t e s  f o r  the non-corporate o r  unincorporated eector 

need some e x ~ l ~ a t i o n .  We have ljrepared est imates f o r  the non-corporate 

sector both n m d a c t u r i n g ,  nori-rn+mfacturing and all non-corporate enter- 
I 

3 r i s ~ s .  For the preparation of these t ab l a s  we have used both National 

Bcpounts &: i t i s t ics  da t a  as well Ian the Reserve Bank dzta. !Pie la t ie ;  

nource has been used f o r  preparin'g/ est imates f o r  the pr ivate  corporate 

skctor. The est imates f o r  the  .nd,nLqorporate 'bector a r e  obtained as a 

residue by deducting from the  .e's$$i&tes f b r  the t o t a l  organised sector,  

the est imztes f o r  t he  public se"c<tii a d  the  pr ivate  corporate sector: 

How the es t imztss  of each of thesbl sectors ,  viz.,  organised, public and 
1 .  .' \ 

prj.vzYc :;ector i s  prcparcd, t h e 4  kovura&o otc.- is de ta i l ed  below. 

&fan is  ed Sector: For preparinb b b t a t e s  f o r  all non-corporate enter- 

prises we have r e s t r i c t e d .  the  dFf .q l i t ion of orgznioed sec to r  t o  include 

only t h c  oreyiised non-financial $ctor. Data f o r  t h i s  sec to r  i~ obtdned 

sector; f i x inc i a1  sector  being dekbed  t o  include B d i n g  and Insurance. \ 
I 
I I. 

Zat  data f o r  ihe 'organised part , :of .  the f i nanc i a l  sec to r  alone is not 
' I  



available and the  data on the financ&bli sector  which has been used. 
I 

includes ' both the  organised and u n o r w i s e d  f inancia l  s e c t o ~ .  , Our c o t i -  
. . -  . . ..... 

mates f o r  the variouo sec tors  =e pxkpeed with reference to  f ac to r  

in- d& l.e.. , the main .indices used i n  our paper z r e  net 

I I 
value added, compensation t o  employe. e operat jne; surplus, i n t e re s t ,  81 T .  

i rent an3 prb f i t s  and dividends. N e t  value added  inu us compensation to 

employees = operatingmp$us. Operating Surplus = In teres t  t Rent + Prc f i t s  

l and ~ividends .  The detai led defini t ipns and coiaponents of each of 
I 

I these sectors arb taken t o  be the  same as those outline'd in the ik t ional  
I I 

Accounts S t a t i e t i c s ,  Sources & ~ e t h o d b ,  April 1980. To recount Orgmi- 

sed Non-Financial Sector = Organised ec to r  minus Financial Sector. 
. i 

P k c i d  Sector  = Banking and hsurafce.  

Public Sector 

Public Sector in our 7zper r e l e r  t o  the non-financial pcblic sectcr.  

No*Financial Public Sector = Public & Defence + Xon-f ir:m-. 
. . 

c ia l  Public Enterprioea. 

Ron-Yinancial Public ~ n t e r ~ r i s e s  = .To$aJ Pub1 ic Enterprises Minus non- 

departmental f imzncial enterprises  . 
The data fo r  each of those sectors  is' d i rec t ly  available from t h c  Natignzl 

Accounts 'Statistics. . 

Private Non-Financial Sect or 

T o t d  o rgan i~ed  Non-f i n a n c i d  ninus public adiiiniktration and Defencc FA, 
I 

1 

non-f & c i a  public enterprises = Private  on-f i n a n c i k  Sector. Frcn 
I .  . I 

the estimates of the d- iva te  ~ c n - f k h c i d  Sector, ine  can arr ive 2 t  

estbmtes f o r  the Non-f inancial  T " p k . t e ~ n t e r p r i s e s  within the 

, 1  o r e d s e d  sectar  . One ' m q y  c a l l  the  e,, non-carporzte enterprises which 
co-operat ion 

include partnerships, L That is Private Non-f i n a n c i d  



;;.e shz.11 next ezui;,j.ne how the &ta f o r  the p i v r t e  corporate osczor 
! 

a - .  \ \i.an-f inzinc izl j zrc p e p z e d .  

7 ~ i v r t - t c  Ccr.::orate Sector (:on-Z'ir~ncid) 
I 

Dzta f o r  t h i s  sector a r e  lzrr;ely c s t h a t e d  fro& the a a ~ p l c  data 

;;ublishcd. every y k a  by thc Rescrve Sank of India on tho finances of 

joirit stock co!a?anies in India. ?hc, sources of dzta used are mi's 

lrPjnancial S t a t  i s  t i c s  of Joint  stock: Coin;aanies 13GO-61-11170-7 I", "Finan- 

c i d  Stat ;  i s t i c s  of Joint Stock 1970-71 -1974-75" and aolw issues 

of tke Heserve 3anlc of' India 

Private Cor -1orzte Sector (Xon-~hulc ia l )  i s  def in& t o  irclude 1:ledium 
,I 

2nd Lace i+blic L b i t e d  Conimnies, ?jediun and Lace Frivzte Limited 
I 

Cosil:zt;ics, Sncll Fublic and Frivate imited Coqanies and tho Bre.nchos of 4 
r'oreip. Co : r , :~~ ies ,  Cnly sample data  n Nediun and h r ~ e  25iiolic Lfmited 

1 
I 

Coqianies is  d j u s t c d  f o r  the whole, yhi le  i n  the case of the other eub- 

seztors s a q l e  da tz  as such i s  used. (The reason f o r  t h i s  is, the 'current 

arothcd of b lowiq  21p bascd on covcrae  tendn t o  

cver e s t k ' c e  t h e  f i w c s  es;ecially the coverwe of the, S G ~ ~ ~ I . C  i s  

vary law as is the case with the sub- 'd?tar l i k e  bkdiw and LYee l'rivdc : I ,  
Liidted Caqmies ,  &;id1 C o ~ u l i e s  etc.1 In  t h i s  papcr vie ha.hfe zdjusted 

- - d ~ p l e  -, -. data  on nediun a n d . 1 ~ ~ ~ ~  publpc ! l~ inited Coa1;anies by l inking it t o  
I I 

I t i .  
tho Census franc of all h d i m  and Lar@ Public '%baited' ' c G ~ ; I ~ ~ ~ c s  follow- 

I ,  

I ' 1 
.i~ri! trlc :~~ur;:od eivcn i r r  thc p.q:cr +t rcfimcd below. Since we have adjusled 

? 
I ------ 

I' 1.Si.anta l'Po;ul~tion Ps t iaa tes  f o i  t i e  Corporate Sector - A n  Alternative 
Methodu Economic & Po1itto;l Week1 1981. 

IY l  



sample data  r e l a t i ng  t o  one sub-sector alone and used smp le  data  rz sue:? 

for  the  other  sub-sectors the re  may be an element of u;~~lcri.sti;:intion i n  
l 

our estimates of the  Pr ivate  ' ~ 6 r ~ r z t e  sec tor , '  and t h i s  would overc:sti- 

mate the f i gu re s  r e l a t i n e  t o  the'mbn-corporate sector,  they being cbtained 

, "C by deducting pr ivate  corporate e s t h t e s  from the  e s t h t e s  f o r  the P r i . ~ - ~ -  

Sector. 

The indices  f o r  which we have made estimates a re  f o r  the  factoz ixco~::cs. 

Those a r e  not  d i r e c t l y  avai lable  f r o m  t he  Reserve Bank Dzta. W h a t  we b2ve 

done is t o  r e c l a s h y '  balance shebt and p r o f i t  and l o s s  data  as civen in 

the FLBf Bul le t ins  i n to  production +ccounts f o r  each sub-sector a d  then 

calculated the  re levant  var iab les  value added, compensation t o  eoi~lo- 

yees, operzt ing surplus e t  c. Iterfirj .hcl'uded under v ~ x i o u s  categories i n  

our reconstruct  a r e  as f 0110~s:-  Tfdlde of Production = Value of S d e s  + 

hc reaae  o r  decrease i n  value of dt'o&.Tralue of production minus Intern- 
I 

mediate corrsumption = Gross Value l$ded. ~ n t e r n e d i a t e  consmpt ion i=cluhes 

value of R a w  I h t e r~ds ,  s td reg  and b@are$, power & f u e l ;  o ther  m u f a c t -  

w i n g  expenses, Repairs t o  Build*,' Repairs t o  Machinery, Bad ciebts; 

other expenses, and other  provisio~ (other  than t ax  provision). 

Gross Vahe  Added minus consumptioh ~f , f ixed  cap i t a l  = Eet Vdue Added. 
I .  . .  % 

Gmos Value lidded minus compensation t o  Employees minus conrumption of 

Fixed c a p i t d  = operating surphs . ~t!m~ensationon t o  Enployees includes ... . 
. ! 

salaries, wages & borne f Provident h n d  , Enployees. Welf are Exps . ; M a n -  

g e r m  ~emunerat ion arid s e l l i n g  Com$ission. Operating Surplus rims 
. . 

in te res t  = P r o f i t s  and Dividends. g r o f i t s  and Dividends a re  obtaked by 

deduct- i n t e r e s t  charges alone frcj operating surplus; as there is nc 

separate -&*a a y d l a b l e  o n  r e n t  ,. - l r i n t  .being ..class if  Yed unde'r othkr - 

expenses i t  would get  deducted a&/,g : with in ternedia te  costs . .  '   no ther 

fac to r  t o  be taken i n to  account is,  !since we have estimated t he  fac tor  
. I 



~ C O G , E S  from reduction accounts, the cb$egory of "other incomen or  

non-oprating s-nslus  is cozsle t e l y  e lic?dded from our estimates. 

- After -3repzrir.e e s t h z t e s  i n  t h i s  b q l  f o r  the Private Curparate non- 

f b l c i d  sector, they are  deducted frbr?' $he estimates fo r  the private non- 

i i r i ~ c i ~ l  crctor tg obtain e s t  h a t e s  f o r  the non-corporate sector. That 

is ?ri=rzte ?!en-Finmcisl nimu Private Co$gorate 'Non-~inancial = Non-Cor- 

, prate Er,t erprj.ses. Bowever the data  on 'dl non-corporate enterprises 
I 

b b x n  used m l y  t o  z, limited exteat in' tine paper. The m a i n  data i n  

bc ;.~I,cr r n f  crs to  the narufacturing sector. 

. r -'!Jzc 3r l e a s  fallow in^ the same sectorseation as outlined above w e  

b~r: I~:-,:;I,LTIX~ ~~;;l;il;~;~.t;c~ f o r  non-corparate ~ a n u f a c t u r u g  enterprises. 
1 
! .  

TEE% is ,  2egis';erc-d Ila.nufacturing minus Public Sector Manuf a c t u r b g  

i n t i s  3:i~ate Corporate Manufacturq = Non-Corporate Manufacturing. 

. -. :c.: ;:;:[.!2Fez - w u Z  a ctur ing 

7 

&:-?L :.or registered manufacturing (inand: ec texpx+ses registered 

lllrlar ?;?LC Pzc-Lories Act) is  d i rec t ly  availai , le from the National Accounts 

5t- t ;  .' L, L ~ c s .  

Pi:L 2.: "s c t o r  I ; I : .~ iu , t  c c tur inq 

7 

A2?2 on fz~tor iicomes f o r  Public sector  ,gmufacturing as  such (fbr 

kdk dti.~l;t:xr:tzl and non-depstrnentd) is nop available. O n l y  the 

: x Z t r i  is a 1  W h a t  i s  theref ore done is t o  work out the 

proportion of each of  the fac tor  paynents i n  value added of al l 'depnrt-  

m e  z : c r ~ i s a .  The scare io done i n  i;hn o+.rqa crf non-clepnrtlnentd 

z:ltcr>>isaz 7-iso. ' ~ h e s e  proportions xre then adplied t o  the respective 

net v?-?ie sacled in nanuf acturing by department&\ and non-depaztmentd 

I ' 

z:l ' i ir2~isar,  t o  get the re la t ive  contribution of I bach f aotor payment 



within non-departmentd m m f a c t ~ j n g  mci departmental n m i f z c t u r i n ~  

respectively. ,This assumption i& admittedly a r b i t r a r y  a d  needs t o  
I 

I 

be modified when b e t t e r  informzti'on becomes avzilzble.  

PA 
I n  the case .of  the  Pr ivate  ~ h $ ~ o r a t e  Sectck the  Reserve 3mIk Saqple 

data i s  blown up 'covexihg three  dd jor  nanufacturing groups. That i s  

'&cessing and Flanufacture r e l a t i h i  :to Foodstuffs, Text i los  c t c ,  Pro- 

cessing & bkulufncturing r e l a t i n g  fo I$tals. Chemicals etc.  and the  Pro- 

cessi% and I'larmfactuye r e l a t i n i ' . t d  ;industries not  elsewhere c l ~ s s i f  l e d  

ie. group 111, XV. & V .of the  . . RBI &kdcif  i c a t i o n l '  Fox eadh of these 
I 

groups and f o r  each-sub-sector (li'kA . I . fiedium and Large. Pub l i c  a d  P r i u ~ t e  
. I.. .: 
.i I .  . 

etc) production accounts a re  prep@+d 1 and t h e .  v d i o u s  indices . u s  ti- 

mated and then added up. 

Estimates. f o r  t he  non-corporate l ~ a n u f a c t w i n g  sec to r  i s  o b t a i ~ e d  as 

a ' r es idua l  ,by  deducting est imates f orl public manufacturing and ~ r i v z t e  
\ I' 

corporate mnufactur ing fro& r e g i s t e r  d mnnufnct&inG. 111 t i )  is cxc 

. #  r 
c d ~ ~ ,  the procedures outl ined above were used . to  obta in  data  on cl l  , 

t .. .. 

. I 
. . 

non-corporate ekterpr i&e6 f o r  each of' the  f n c t c r  pap ,en t s  and f o r  mmu- 

facturirig non-corporate enterpr ises .  ?8y deaucting thc  l a t t e r  from the  
.. -. 

i ' f omer, data on f a c t o r  linco;mes f o r  .all.  non-corporate , non-in,ulu:C:~c t ur.imi; 
, . I .  , I .  

ontcrprioes is  obtgincd. 

A m d  Survey of Indus t r i es  D a t 2  

I 

Another '&ouzce .of da t a  used is  the  : Annual S d e y  of Indust r ies  
. - . . 

(~act.ory sector).. It gives d a t a  bp type of organisa t ion & type of owncr- 

ship. By combiniq these  two s e t s  of da t a  we hcve'worked out the r c l c - ~ : ? ~ ; ;  
1 

estimates. Dzta on non-ccrporatc , . bodies l i k e  pastnership,  propr ie torship  

etc. are d i r c c t l y  available.  ~ s t d t e s  .$or p r iva te  c o z p ~ r ~ t e  sec to r  a r e  
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oStzir.c5 Sy deducting es t fna tes  f o r  the'  nonjcorzorate sector  from e s t i -  

na tes  f o r  a l l  p r iva te  enterpr ise .  

These are the somces  and methods us;ed [in building our estimates. 

M i l l o r  i e t a i l s  are however l e f t  out becatlse Itbe purpose of t h i s  appendix 

is riarely t o  i n d i c ~ t o  how the c ruc ia l  t a b ~ c $  h;rvc bcen prupscd.  

C The acthor wishes t o  t h d  D r .  h.Vaidyanathah f o r  the valuable help 
reziered in the p r e p a a t i o n  of t h i s  paper; d Dr.K.N.Raj f o r  h i s  

useful ccm,ents on an e a r l i e r  d ra f t  of t h i s  aper. Above dl she T wishes  to  r.lckcno\.rlud~c the unstintcd he lp  p.i n by oevoral of hc r  
ccLbi~ycq mul f r iando at diflbi.rcnt atage3 the prepazatian of 

t h i s  ;)q,,ir. She alone however is resgonsibld f a r  the  e r ro r s  t ha t  
remin j 



This work is licensed under a 
Creative Commons  
Attribution – NonCommercial - NoDerivs  3.0 Licence. 
 
 
 
To view a copy of the licence please see: 
http://creativecommons.org/licenses/by-nc-nd/3.0/ 
 

http://creativecommons.org/licenses/by-nc-nd/3.0/

	wp146
	Trends in Private Corparate Savings
	Significance of the Private Cororate Sector in the Economy
	Private Corporate Manufacturing Sector in Relation to other sectors
	Expansion on the Public Sector
	Role of Private Corporate Sector within Private Enterprises         
	More Evidence on the Non-Corporate Sector
	Trends in the Private Corporate Mnufacturing Sector
	Some Broad Conclusions:
	Appendix 1
	Organised Sector:
	Public Sector
	Private Non-Financial Sector
	Private Corporate Sectore ( Non-Financial)
	Registered Manufacturing
	Public Sector Manufacturing
	Private Corporate Manufacturing Sector
	Non-Corporate Manufacturing
	Annual Survey of Industries Data




	Creative commons cover sheet

