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CHAPTER XIX
DOMESTIC SAVING

Coverage

19.1. Saving represents the excess of current
income over current expenditure and is the
balancing item on the income and outlay ac-
counts of producing enterprises, and houscholds,
government administration and other final con-
sumers. For preparing the estimates of domes-
tic- saving, the cconomy has becn divided into
three broad institutional sectors : (i) houschold;
(ii) private corporate; and (iii) public.

Methodology and Source Material
Household sector saving

19.2. The household sector comprises, apart
from individuals, all non-government non-cor-
porate enterprises like sole proprietorships and
partnership owned and/or controlled by indivi-
duals and non-profit institutions which furnish
educational, health, cultural, recreational and
other social and community service to house-
holds.

19.3. Saving of the houschold sector is mea-
sured as the total of financial saving and saving
in the form of physical assets. The financial
assets comprise currency, nct deposits, invest-
ment in shares and debentures (issued by the
corporate sector), net claims on government in
the form of small savings, central and State gov-
ernment securities and net increase in the claims
of households in life insurance and provident
funds. Physical assets include construction,
machinery and equipment and stocks held by
various constituents included in the household
sector.

Financial saving
Currency

19.4. Household saving in the form of cur-
rency is obtained as a residual from the total
currency with the public deducting the amounts
of currency held by all other sectors. The data
on total currency with the public as on 31st
of March every year (excluding the amounts
held by the commercial banks and co-operative
banks) are available in the special tables pub-
lished in the RBI Bulletins. The sectors/insti-
tutions other than households in respect of which
the amount of currency holdings are deducted

are :

(i) private corporate business;

(ii) cooperative institutions (other than coope-
rative banks) and gencral insurance cor-
poration including its subsidiaries com-
panies ;

(ii) government companics, statutory corpo-
rations, railways and central and State
government treasuries; and

(iv) local authorities and port trusts.

19.5. Data on currency held by the private
corporate business arc obtained from the RBI
sample studics on company finances of non-
government non-financial medium and large pub-
lic and private limited companics, small public
and private limited companies, branches of
foreign companies and private financial and in-
vestment companies published in the RBI Bulle-
tins. The figures obtained from the sample
studics are blown-up on the basis of the ralio
of the paid-up capital of the sample companies
to the paid-up capital of all the companies to
obtain the corresponding global estimates (Ap-
pendix 19.1). In the case of branches of forcign
companies, however, the total assets instead of
the paid up capital figures are used for the
blowing up purpose.

19.6. In the case of cooperative institutions
separate information on currency holding is avai-
lable only for some of the institutions. For
others, the total figures of cash and bank
balances are available. In the casc of primary
and central land development banks, currency
holding is estimated from the totals of cash and
bank balances on the basis of the proportion
of currency holding to total of cash and bank
balances relating to central cooperative banks.
Similarly, the proportions worked out for non-
agricultural credit societies are used to work out
the estimates of currency holding of grain banks.
Since 1973-74, separate information on cash
holding of all cooperative banks and societies is
available. The relevant data are taken from the
RBI annual publication Statistical Statements
relating to Cooperative Movement in India. Tn
the case of institutions for which no data are
available, currency holding is assumed to be
negligible.

19.7. In the absence of any direct informa-
tion on currency holding for general insurance
companies®® prior to nationalisation the esti-
mates arc worked out using the proportions of
currency holding to total of cash and bank
balances as revealed by thc RBI studics on fin-
ances’ of sample financial and investment com-
panies™. Since the nationalisation of general
insurance business in 1972 the relevant infor-
mation is worked out from the balance sheets.

19.8. The estimates for the government com-
panics and statutory corporations are built

58 (onsolidated accounts of these companiesare given in the Indign Insurance Year Book, Contraller of Insurance

Government of India (Annual).

8 Rinances of Financial and Investment Companles, RBT Bufletin,
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using the results of the analysis of the annual ac-
counts of these companies and corporations.
However, in the casc of LIC, data on currency
holding are obtained directly from the concern-
ed agency. For railways data are collected from
the Railway Board. The cash balances of the
treasuries arc taken from the Combined Finance
and Revenue Accounts of Central and State
Governments,

19.9. The figures for various local authori-
ties (including port trusts) for different years
are taken from available survey reports on local
authorities published by the RBI%. The sur-
veys cover only port trusts, municipal corpora-
tions and municipalities with population of one
lakh or more and the estimates built using this
information are adjusted for non-response on
the basis of population of the non-responding
Units,

Nét deposits

19.10. Savings of the households in the form
of deposits with the commercial banks, non-
banking companies and the co-operative credit
and non-credit societies (including cooperative
banks) arc taken net of advances of these insti-
tuiions to the households.

'19.11. Data on deposits and advances of all
types of commercial banks (both Indian and
foreign) are available in the detailed tables on
liabilities and assets of the commercial banking
companies obtained from the RBI. This infor-
mation is compiled by the RBI on the basis of
the monthly reports submitted by the banking
companies under section 27 of the Banking Re-
gulation Act, 1949. Since 1975-76, data pub-
lished in the special tables of RBI Bulletin on
scheduled and non-scheduled commercial banks
business in India are utilised due to non-availa-
bility of detailed information as on 31st March
each year.

19.12. As regards deposits, data are available
for both demand and time deposits (excluding
intra-bank deposits). For the purpose of esfi-
mation of household saving in the form of de-
posits with commercial banks, details are re-
guired on the households’ share of demand and
time deposits other than intra-bank deposits.
Such details are obtained from the survey of
ownership of deposits with scheduled Commer-
cial Banks® conducted by the RBI through
Basic Statistical Returns (BSR) in 1975-76.
The ratio of households deposits to total deposits
as revealed by the results of these surveys is
applied to the figures of total deposits (exclud-
ing intra-bank deposits and including saving
deposits) to obtain the households deposits with
commercial banks, For working out the ratio,
the households deposits arc estimated from the

8 “Pinances of Local Authorities”, RBI Bulletin,
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survey results as the sum of saving deposits and
deposits under (i) un-incorporated concerns pro-
prictory and partnership firms, (ii) trusts, asso-
ciations, clubs etc., (iii) others (n.e.c.) and (iv)
individuals including Hindu undivided families.
For the earlier period, the RBI surveys on
ownership of deposits with commercial banks®
which were not based on BSR were utilised
andkadjusted for provident fund deposits with
banks.

19.13. Total commercial bank credit consists
of (i) bills purchased and discounted and (ii)
loans/advances, cash credits and overdrafts,
data on which are available from the RBI. In
order to estimate the portions of the credit given
to the households by the commercial banks, the
results of the RBI surveys®? through BSR on (i)
distribution of outstanding credit of scheduled
commercial banks according to occupation and
(ii) classification of outstanding credit of sche-
duled commercial banks according to occupation
and organisation are utilised. The advances
made to (i) partnerships (including proprietory
concerns, joint familics and individuals) under
the heads plantations, industry (excluding per-
sonal and professional services), trade and all
others, (ii) agriculture and allied activities (ex-
cluding advances for agriculture to government
and corporate sector and for plantations), (iii)
personal and professional services, (iv) personal
loans, and (v) shroffs, dealers engaged in hire-
purchases under financial institutions have been
considered to be advances to household sector.
The proportion of bank advances to the house-
holds to the total bamk advances is worked out
for each year and applied to the figures of total
bank credit to estimate advances to houscholds
by commercial banks.

19.14, The main source of information on
deposits of households with non-banking com-
panies is the surveys on Growth of Deposits with
Non-banking Companies®. Details of deposits
according to type of depositors are available
from the results of these surveys and these are
used to estimate the deposits made by the house-
holds in non-banking companies.

19.15. Information on deposits of households
with cooperative societies/banks is available an-
nually from the Statistical Statements Relating
to the Cooperative Movement in India (RBI).
In the case of credit societies/Banks, informa-
tion available on deposits under the head ‘indi-
viduals and others’ is taken. Since this category
includes deposits made by the local bodies ete.
with the cooperative societies/banks these are
netted out to obtain the estimate exclusively for
households. Since no data according to owner-
ship of deposits arc available in case of non-cre-
dit societies, it is assumed that whole of the

&1 pPB7 Bulletin® and Statistical Tables Relating to Banks in India.
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amount of deposits with primary non-credit so-
cieties are made by individuals only. This as-
sumption is justified as these societies are pri-
mary by nature. For those primary societics
where separate data on ‘deposits’ do not exist,
the category of ‘others’ under ‘Other borrowings’
is treated as deposits. National, State and central
fiocietics have not been included for want of
ata,

19.16. As regards loans and advances to
households by the cooperative societies it is as-
sumed that all primary societies advance loans
to houscholds only. In the case of other co-
operative societies, loans and advances to house-
holds are taken into account only in such cases
wherc data are available. The households claim
on the cooperative sub-scctor is thus derived as
deposits net of advances with the above insti-
tutions.

Trade debt (net)

19.17. This has been estimated as the change
in trade ducs in rcspect of sundry creditors
minus change in loans and advances to sundry
debtors. This information is obtained from thz
RBI sample studies on finances of non-govern-
ment joint stock companies. The sample figures
are blown up on the basis of ratio of the paid-
up capital of these companies to the paid-up
capital of all the companics to obtain the cor-
responding global estimates,

Investment in shares and debentures

19.18.. The annual changc in the amount of

holdings by the households in shares and deben-

tures issued by the privatc non-financial corpo-
rate enterprises, cooperative banks and socictics,
commercial banks and private financial and in-
vestment companies is taken as household sav-
ing. Investment of houscholds in the shares of
government companies is not estimated due to
non-availability of data. However, data on such
investments in Unit Trusts are available and are
taken into account. The shares and debentures
exclude bonus shares as these constitute capita-
lisation of accumulated reserves.

19.19. Data on paid up capital (exclusive of
bonus shares) of all non-government joint stock
companies (including financial and investment,
insurance. and banking companies) are available
from the Department of Company Affairs and
Controller of Capital Issues (CCI). To this
series are added the estimates of debentures is-
sued (available from the CCI) to obtain the
aggregate estimates of shares and debenturcs is-
sued by all non-government companics. Intra-
sectoral investments as also investments by all
sectors other than houscholds (viz., central and
State Governments, local authorities, statutory
corporation, LIC and general insurance compa-
nies, banks and foreigners) are then deducted to
obtain the figures of household investments in
shares and debentures. ‘
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19.20. The intra-sectoral investment of joint
stock companics in shares and securities is esti-
mated as the sum of investment under the heads
industrial securitics and shares of subsidiary
companies, available from the RBI studies on
company finances. :

19.21. Information on investments of the
central and State governments in joint stock com-
panies are collected from the relevant Finance
Accounts and Budget Documents. In the case
of local authoritics, data on investments avail-
able from the surveys on Finances of local
authorities conducted by the RBI have been
used. The data on investments of various sta-
tutory corporations and government companies
are culled out from their annual statements of
accounts. Details of investments of the LIC
and general insurance companies in shares and
debentures are available from the Annua! Re-
port of the LIC and Insurance Year Book. Since.
the nationalisation of general insurance the re-
quired details are obtained from the relevant
balance sheets. The detalls relating to similar
investments of commercial banks are otbained
from the annual survey of the RBI on analysis
of investments of scheduled commercial banks®.
No such surveys have been conducted by the
RBI for non-scheduled commercial banks. The
ratio of investment in shares and debentures to
the total value of investments (excluding fixed
deposits) worked out for the scheduled banks
are applied to the total investments (other than
those in government securities) of scheduled and’
non-scheduled banks to work out the correspond-
ing estimates of investment in shares and deben-
tures. The data on shares and debentures pur-
chased by non-residents are made available by
the RBI. Investments of the houscholds in
shares and dcbentures of all non-government
joint stock companies are obtained by deducting
the abovc investments of different institutions
from the total of shares and debentures issued
by the joint stock companics.

19,22, Details i ownership of capital for
each type of cooperative institutions arc available
in the Statistical Statements Relating to Cooepera-
tive Movement in India (RBI), The capital
contributed by the individuals and others is taken
to be the household investments in cooperative
institutions.  Debentures are issued only by
Central Land Development Banks (CLDB).
Ownership details in this case, however, relate.
to the amount sold and no information on matu-
rity of the debentures issued is available. Deben-
tures sold to public are assumed to have been
purchased by households. As no data are avail-
able on redemption of debentures, the propor«
tions of the debentures sold to public to total
debentures sold are applied to the net changes
in the outstanding amount of debentures issued
by the CLDB to obtain the corresponding esti-
mates for houscholds. The total investment
made by houscholds in shares and debentures
of co-opetative institutions is obtained as the
dpgregate of these two estimates. : Coa

““Reports on iCurrency an  Finance.
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~19.23. Investment of households in Unit Trust
is estimated on the basis of data available in
the Annual Report of the Unit Trust of India
after neiting out non-household investments.

Net Claims on Government

19.24, This comprises small saving and in-
vestment in central and State government secu-
rities (including those of local authorities) net
of borrowings of the households from
government. Market loans of the Government
of India represent the face value of securities
issued to the holders inclusive of ad-hoc treasury
bills converted into permanent debt, but exclude
the (reasury bills, small savings (including prize
bonds), outstanding balances of expired loans
and non-marketable rupee securities. Data on
market loans of Central and State Governments
are taken from the surveys on ownership of

central and State Governments securities®®
undertaken by the RBI  and  budget
documents of the union government. From the

total government securitics, the investments of
various other sectors in government seccurities
are deducted to obtain the holdings of the house-
holds. For this, information relating to the in-
vestment in government securities by central and
State governments, commercial banks, RBI and
forcigners available in the RBI surveys is utilis-
ed. Estimates of investments in government secu-
rities of statutory corporations, government com-
panies, the LIC and general insurance compa-
nies are worked out using the results of the
analysis of the balance sheets of these corpora-
tions and companies. Similarly, for cooperative
societies, the data are taken from the Statistical
Statements Relating to Co-operative Movement
in India (RBI) while for the private financial
and non-financial corporate business sector, the
RBI studies on company finances viz., Finances
of medium and large public and private Ltd.
companies, Finances of small public and privale
Ltd. companies and Finances of financial and
investment companics published in the RBI
bulletins are utilised. Data on investments of
local authorities in government securities have
been taken from the results of RBI survey on
Finances of local authorities available in the RBI
bulletins.

19.25. Information on investment made in
government securities and small savings by insti-
tutions dealing with Employees Provident Funds
Scheme 1952, Provident fund schemes of Coal
Mines, Seamen’s, Assam Tea Plantations and
Commercial Banks are collected from the res-
pective institutions. ,In the absence of such de-
tails for educational institutions and statutory
corporations (other than central and Statc gov-
ernments, local authorities and the REI), the in-
vestment pattern of Employees Provident Fund
Scheme has been applied to obtain the amount
of provident fund invested in government secu-
rities. Household investment in central and
State government securities s obtained as a
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residual after deducting the amounts invested by
the above institutions (including the amounts
invested ount of provident fund) from the total
central and State Government securities, Data
on market loans of local authoritics as at the
end of March every year are available from the
results of RBI surveys on Finances of Local
Authorities published in the RBI bulletins. In-
vestment of households in these market loans is
obtained as a residual by using the data on
market loans of local authorities from the above
surveys (duly adjusted for under-coverage) and
the investments in these loans made by the LIC,
general insurance companies, commercial banks
and local authorities.

19.26. Small savings comprise national sav-
ings certificates, national plan savings cettifica-
tes, post office saving bank deposits, post office
cash certificates and defence savings certificates,
camulative time deposits, national defence cer-
tificates, treasury savings deposits certificates
and annuity deposits. Five-year intercst free
prize bonds and five year premium prize bonds,
Additional Dearness Allowance Deposits and
Compulsory Deposits Scheme 1974 (Income-
tax payer) are also included under small savings.
The amount of household investment in small
savings has been obtained by deducting from
the total small savings the investment made by
local authorities and investment out of provi-
dent fund contributions.

19.27. Houscholds net claim on government
sector is estimated by deducting their borrowings
from their total investment in government secu-
rities, local authorities’ securities and small sav-
ings. Information on borrowings of households
from central and State governments including
repayment of loans are compiled from the budget
documents and from the Combined Finance and
Revenue Account of the Central and State Gov-
ernments. In the absence of data, no corres-
ponding estimates of loans from the local autho-
rities can be prepared.

Life Insurance Funds

19.28. The life insurance business is primarily
considered as a conduct of saving of the house-
holds sector and as such the saving of the LIC
arising strictly out of its life insurance business
(net of the transfer to government) is regarded
as accruing to the policy holders and therefore,

_included in the estimates of saving of the house-

hold sector. The saving arising out of the
general insurance business of the LIC is treat-
ed as the saving of the statutory corporations.
Houschold saving in the case of LIC is estimated
as ‘income’ (excluding net capital gains and old
claims) minus ‘oulgo’ less government share of
profits. The claims of the non-residents are
deducted on the basis of the proportion of life
fund business outside India to the total value of
life fund. Loans given to the policy holders and
to the houscholds against mortgage of property

% Operative in the States of A. P.,Gujarat, J. & K., Kerala, M. P, ,Karnataka, Maharashtra, Rejesthan and U.F




in India are substracted to arrive at the estimates
of the household saving net of loans and advan-
ces. Data on loans to households have been
obtained from the LIC.

19.29. Saving in the form of postal life insu-
rance and State government life insurance® is
estimated as the excess of receipts over payments.
Receipts include subscriptions realised, interest
accrued etc., while payments comprise payment
of loans to policy holders, payment of insurance
amounts after maturity or death and payment
for other miscellaneous charges. The data on
postal life insurance and state insurance are
available from the Annual Reports of the P &
T, and the budget documents of the State Gov-
ernments respectively. The total saving of
households in the form of life insurance, thus
includes saving through the LIC, postal life in-
surance and State government life insurance.

Provident Funds

19.30. Employees’ saving in the form of pro-
vident fund is through provident fund schemes
which are either contributory or non-contribu-
tory. In the former scheme the employers and
the employees both contribute to the provident
funds and the total constitutes the saving of the
employees. For purpose of cstimation, emp-
loyees of the following categories of institutions/
schemes have been considered, (a) central and
State governments, (b} statutory corporations,
(c) local authorities, (d)} financial institutions,
(e¢) educational institutions, (f) employees’ pro-
vident fund scheme, 1952, (g) coal mines pro-
vident fund scheme, (h) Assam tea plantations
provident fund scheme, (i) seamen’s provident
fund scheme, (j) public provident fund scheme
and (k) dock labour board provident fund
scheme.

19.31, Information on provident fund relat-
ing to central and State Governments and public
provident fund is culled out from the respective
budget documents and the Combined Finance
and Revenue Accounts Figures of contributions
by the statutory corporations to the provident
funds of their employces have been worked out
on the basis of data published in their annual
accounts. These are doubled to include the
empleyees contributions. For want of required
data no adjustments are made for withdrawals,
interest accrued and for the employees’ contri-
bution made in excess of the minimum prescab-
ed limit. For employees of local authorities,
provident fund data are obtained from results
of RBI surveys on finances of local authorities.

19.32. Data relating to provident fund contri-
buted by employers and employees of various
establishments covered by the Employees’ Pro-
vident Fund Act, 1952 are made available by
the Central Provident Fund Commissioner. As
the scheme is a contributory scheme the contri-
bution by both employers and employees to the
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fund during the year minus withdrawals from
the fund plus interest accrued to the fund dur-
ing the year gives the net amount of saving in
provident fund of the employees. Since 1971-
72 net contributions towards the Pension Fund

covered within the frame work of the Employees’
Family Pension Scheme, 1971 are also included.

19.33. Data on contributions to provident
fund by employees of coal mines, the withdraw-
als from the fund and the interest paid on the
fund are obtained from the Provident Fund
Commissioner, Coal Mines. Employers in this
case also contribute an amount equal to the
compulsory contribution of the employees which
is taken into account. The employees’ net con-
tributions towards Coal-Mines Family Pension
Scheme are also taken into account since 1971-
72. For employees in Assam Tea Plantations
all necessary details are collected from the
Assam Tea Plantation Provident Fund Scheme
authorities. Information on provident fund of
seamen is obtained from the Seamen’s Provident
Fund Commissioner’s Office. Information on
provident fund of employees of commercial
banks and RBI is obtained from the RBL

19.34. In the case of general insurance com-
panies, information on provident fund is mot
directly available from the Indian Insurance Year
Book or Annual Report of General Insurance
Corporation. It is estimated on the basis of
detailed data on cost of management of Indian
and non-Indian insurance received annually from
the controller of Insurance, Simla and/or col-
lected from the Annual Reports or the Ministry
of Finance. The estimates, thus, obtained are
doubled so as to include the employees’ contri-
bution also. In the absence of any information,
no adjustments are made to account for with-
drawals, interest accrued and contribution in
cxcess of the minimum limit.

19.35. The Annual Report of LIC provides
the necessary data on LIC’s contributions to the
provident fund of its employees. The amount
is doubled so as to include contributions of em-
ployees also. No adjustments are made for con-
tributions made by employees over and above
the compulsory contributions, the amount of
interest accrued to the fund and withdrawais
made during the year for want of relevant in-
formation. However for recent ycars i.e. 1970-
71 onwards detailed information is being col-
lected from the LIC.

19.36. No data are available on provident
fund contribution of employees of various non-
government educational institutions. This is
estimated on the basis of wages and salaries paid
to the employees in all non-government 1¢COg-
nised educational institutions. Employees’ con-
tribution to the provident fund is estimated as-
suming that it forms 6.25 p.c. of the wages
and salaries.

¢ Operative in the States of A.P., Gujarat, J. & K. Kerala, M.P., Karnataka, Maharashtra, Rajasthar and U.P.
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Saving in the form of physical assets

19.37. Net addition to physical assets of the
household:. comprising net investment in con-
struction, machinery and equipment and stocks
is taken to constitute household saving in physi-
cal assets. Estimates of investment in fixed
assets for the economy as a whole are worked
out independently.®® Household investment in
fixed- assets and change in stocks is derived as
residual - deducting the corresponding estimates
of plublic and private corporate sectors from the
total.

Private corporate sector saving

19.38. Private corporaie secior comprises
non-government non-financial corporate enter-
prises, non-government financial and co-opera-~
tive institutions. Non-financial corporate enter-
prises cover all non-government non-financial
public and private limited companies (inclusive
of foreign controlled rupee companies) regis-
tered under the Indian Joint Stock Companics
Act, 1956. Non-government financial institu-
tions constitute all scheduled and non-scheduled
commercial banks (excluding state co-operative
banks, State Bank of India and its subsidiaries
and the fourteen nationalised banks and general
insurance corporations) and other private finan-
cial and investment companies engaged in acti-
vities.such as financing of hire-purchase, trans-
acfions in shares and commodities and financ-
ing of loans or investing in securities. Co-
operative  institutions comprise co-operative
banks and the credit and non-credit societies.

19.39. The basic data for the non-government
non-financial corporate enterprises are available
from the results of the analysis of balance sheets
and profit and loss accounts of selected samples
of these companies including under foreign con-
trolled rupee companies undertaken annually by
the RBL. The analysis is undertaken separatcly
for (i) medium and large®™ public limited compa-
nies, (ii) small public Yimited companies, (iii)
medium and large private limited companies and
(iv) small private limited companies. The net
saving of the public and private limited com-
panics has been tuken as cquivalent to the re-
tained profits plus increase in taxation reserves
less increase in taxation advances. The esti-
fates for all companies, in each category are
obtained by blowing up the estimates from the
sample on the basis of the coverage in terms of
tota] paid-up capital. The net saving of the
branches of foreign companies is estimated on
the basis of data supplied by the RBL

19.40. Net saving of private commercial
banks is defined to include net amount carried
to reserves, amount allocated to other special
purposes and balances carried forward to next
year’s account net of the surplus of the previous
year’s brought forward as available from the
details of ‘earnings .and expenses of commercial
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banks™ published in the Statistical Tables Relat-
ing to Banks in India (RBI). Co-

19.41. Information on general insurance
companies is available in the Indian Insurance
Year Book. The gross saving for these com-
panies comprises increase in ‘general and other
reserve funds’, increase in ‘profit and loss ac-
count’ and increase in ‘investment fluctuations
account’. No data on consumption of fixed
capital are available, The proportion of con-
sumption of fixed capital to the value of gross
fixed assets of private financial and investment
companies is applied to the value of land amd
house-property of general insurance companies
to obtain the cstimates of consumption of fixed
capital. Since the nationalisation of general in-
surance business the savings of these institu-
tions are included in the public sector. The data
on private financial and investment companies
are available in the RBI's annual sample studies
on finances of these companies.

19.42, As the relevant data on income and
expenditure accounts relating to co-operative in-
stitutions arc not available in the Statistical
Statements Relating to Co-operative Movement
in India, (RBI), saving is estimated on the basis
of the data on assets and liabilities.

19.43. In the case of co-operative banks and
credit socicties, data on statutory reserves, bad
debt reserves and other reserves are available,
The gross saving is taken as the increase is
statutory and other reserves. Consumption of
fixed capital is not shown separately and it is
assumed that half of ‘other reserves’ forms the
consumption of fixed capital. This is deducted
from the estimates of gross saving to work-out
the figures for net saving.

19.44. Non-credit  societies comprise all
marketing socicties, sugarcane supply societies
and processing societies, agricultural non-credit
socicties, industrial societies such as handloom
weavers’ societies and spinning mills, housing
societies, comsumers’ stores etc., co-operative
unions and institutions and general insurance
societies. In this case also, pross saving is esti-
mated as the incrcase in statutory and other
reserves. ln the absence of separate data on
‘other reserves’ 20 p.c. (upto 1969-70) and 50
p.c. (1970-71 onwards) of gross fixed asscts
are taken as comsumption of fixed capital. The
proportions are based on the ratios obtained
for small public limited companies and co-
operative banks and credit societies,

Public sector

19.45. Public sector covers government ad-
ministrative departments and caterprises, both
departmental and non-departmental.

19.46. The saving of the sub-sector govern-

ment administration is defined as the excess of
current receipts over current expenditure. This

't Relevant details of methodology followed are given in Chapter XXth on “Domestic Capital Formation®.
1 Medium and largé companies arc those with a paid-up capital of Rs. 5 lakhs and above. _h




is derived from the economic classification of the
accounts of all government departments. The
profit of the departmental enterprises is included
in the current income of the administrative de-
partments. Whereas, the allowance for con-
sumption of fixed capital is available separately
for the departmental enterprises, this is not pro-
vided for in the accounts of the administrative
depar'lments‘ In the absence of data, the allow-
ance for consumption of fixed capital for admi-
nistrative departmenis is assumed to be negli-
gible.

19.47. The net saving of the government
companies and statutory corporations (exclud-
ing the issue Department of RBI and the LIC)
is estimated from the results of the analysis of
the Annual Accounts of these companies and
corporations. The nct saving is obtained as an
aggrepate of net transfer to balance sheet and
net transfer to reserves adjusted for expenditure,
net of income relating to the previous year.
The figures are exclusive of capital gains and
losses.! Provision for consumption of fixed
capital is taken from the profit and loss accounts.
For a few companies for which upto-date annu-
al accounts are not available, the figures of sav-
ing available for the latest year have been repeat-
ed. The banking department of the RBI is
treated as a financial cnterprise while the issue
department of the RBI is included in govern-
ment administration. The net saving of the
banking department of the RBI is estimated as
the sum of annual changes in (i) National Agri-
cultural Credit (long term operations) Fund,
(ii) National Agricultural Credit (Stabilisation)
Fund, and (iii) National Tndustrial Credit (long
term operations) Fund. As already mentioned,
the life insurance business of the LIC is taken
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into account in the households sector, Only thé.
saving arising out of its general insurance busi-
ness is considered here. This is obtained as the
sum of net transfer to balance sheet and net
transfer to reserves. Consumption of fixed capi-
tal of the LIC is however, taken into account
here. Sincc the nationalisation of the general
insurance business, the saving of these institu-
tions is also included. .

Rcliability, Objectivity and Current Sfatus of

Data

19.48. The estimates of saving thus prepar-
ed, suffer from a number of limitations mainly
from deficiency of data. This particularly refers
to estimates from the private corporate house-
hold sectors. Estimates for the private cor-
porate sector are based on the analysis of the
sample companies undertaken by the RBI and
blown up on the basis of the ratio of paid-up
capital of the sample companies to all total com-
panies. The estimates can be more satisfactory
when data for the complete corporate sector be-
come available annually. Estimates for the
houschold sector have been built up in two parts
(i) saving in financial assets and (ii) saving in
physical assets. Estimates in respect of most
of the financial assets are based on current data
though they mainly refer to total saving under
each of these categories and houscholds’ contri-
butions are obtained as residuals. The residual
approach adopted for arriving at the saving for
houscholds is undoubtedly not very satisfactory
in all cases and has scope for improvement. The
only approach through which this can be achiev-
ed is by conducting independent houschold sur-
veys to collect direct data on annual investments
made by individuals and non-corporate institu-
tions in different categorics of financial assets.



@

APPENDIX 19.1 : AVAILABILITY OF PAID-UP CAPITAL DATA

Information on total paid-up capital (PUC) for vari-
outs groups of companies is required for obtaining the
population estimates of different aggregates for the
corporate sector given the values of the relevant items
from the sample studies of company finances conduct-
ed by the RBL. The ratic of PUC of sampled com-
panies to all companies is used for the purpose of
blowing up on the basis of the coverage in terms of
PUC. The estimates of factor shares, savings and
capital formation for the whole sector from which the
sample has been drawn are thus obtained. The blow-
ing up of the items has been done at the broad group
levels of non-government non-financial public and
private limited companies and financial and investment
companies.

2. For data on PUC there are at present two sources
viz., the Controller of Capital Issues (CCI) and the
Department of Company Affairs (DCA).  As the
functions of these two organisations of govermment
are different, each collects the information relevant
to its own purpose. The CCI is mainly concemed
with issuing permission or ‘consent’ to the prospec-
tive companies to raise a certain amount of capital
during a specified period and the actual capital raised
thereof. The DCA on the other hand, are concern-
ed with much broader aspects and get information on
new companies started alongwith their annual reports,
liquidation of companies and the profit and loss ac-
counts and balance sheets of all the existing
campanies.

3. Every quinguennium, DCA compiles PUC of all
companies (both government and non-govemment)
from the balance sheets of companies. For the
intervening years, the PUC for the government and
non-government public limited and private limited
companies is separately estimated by DCA using the
information received from the Registrars of com-
panies and taking into account the conversion of non.
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government companies into pgovernment <doripanies
and vice-versa. The data relate to the companies at
work. The DCA has arrangement with the Repistrars
of Companies having jurisdiction over companies in
the various states and union territorics under which
the latter send them infermation on capital raised,
amalgamations, liquidation, conversions, new registra-
tions, etc.

4. The CCI publishes data on PUC raised dunng a
calendar year by companies in Quarterly Statistics on
the Working of Capital Issues Control. The informa-
tion is generally published in the issue in respect of
the guarter ending September of cach calendar year
and is available separately for public and private
limited companies but not separately for financial
and non-financial public and private limited
companies.

5. Until 1967-68, the data on PUC as supplicd by
the DCA were used for purposes of blowing up
sample data on joint stock companies. However,
since 1968-6% it has been observed that the
coverage of the DCA data are not complete and the
increases in the PUC of non-financial public limited
companies as supplied by the DCA are sometimes
cven lower than the corrcsponding increases in res-
pect of sclected companies included in the RBI sampls
studies on company finances, All this has neccssitat-
cd the estimation of an independent series of total
PUC, taking the outstanding final figure of PUC as
reported by the DCA for the year 1967-68 and bring-
ing it forward by adding information on PUC raised
against consent and exemption order each year
collected from the Office of the CCI. The PUC relat-
ing to companies liguidated as collected from DCA
is then subtracted from this total so as to give the
total PUC of companies at work, For blowing up,
separate PUC series are prepared for non-government
pon-financial public and private limited companies
and financial and investment companies,



