CHAPTER X
INCOME FROM BANKS AND INSURANCE

In this chapter revised estimates of income originating in the ‘organised
, banking and insurance’ sector have been presented. ‘Orgacised banking” sub-sertor
includes (i) banking companies, (ii) loan companies and (jii) investment and trust com-
| panies. ‘Insurance’ sub-sector comprises (i) life insurance companies!, corporation
‘ and provident societies and (i) general insurance companies, viz. fire, marine and
other insurance companies inclnding co-operative insurance societies. This sector
) also includee the following types of co-operative societies, viz. (i) primary sgricultural
and non-agricultural credit societies, (ii) primary land mortgage banks, (iii) super-
} visory unions, (iv) provincial co-operative banks, (v) central land mortgage banks
' and (vi) central credit societies.
2. Data regarding banking sub-sector are available from the ‘Statistical
' Tables Relating to Banks in India’ and the ‘Annual Report on the Trend and Pro-
 Bress of Banking in India’ published annually by the Reserve Bank of India and
the ‘Blue Book.on Joint Stook Companies’ published monthly by the Department
)of Company T.aw_Administration, Ministry of Commerrs & Industry. Though data
published by the RBI in their two publications are fairly comprehensive and useful
'for national income estimation, thev do not cover non-banking financial intermediaries
like Joan companies, investment trusts, chit funds esc.

2.1. The method of estimation of income from the banking companies
remains practically the same as that adopted by the NIC in their Final Report, (para-
)graph 2.152). Accordingly, the results of the analysis of balance sheets and profit
and loss accounts of the RBI, exchange banks and other banking compenies (both
'scheduled and non-scheduled) undertaken by the RBI, have been made use of. Such
[results are directly obtained from the RBI in the form of operating and appropriation
accounts for each year. From these accounts, wages and salaries, directors’ fees and
jsurplus (except that for RBI) have been considered to constitute the net income

from ‘banking’ sub-sector.
J

A 2.2. In the case of loan, investment trusts and other financial companies,
thowever, we have departed from the procedure followed so far either by the NIC or by
this Organisation for preparing estimates of income for the conventional series.. Ins- .
'tead of merely applying certain ratios, e.g. proportion of wages and salaries to total
jpaid-up capital etc.,-based on the results of analysis of banking companies, to the
total paid-up capital of other financial companies, we have analysed, in detail, the
Mbalance sheets of 160 non-banking financial companies for the year 1957-55 and have

J 1 Nationalived since lst Soptember, 1936, ‘
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applied these results fior evtimating the income generated in these companiest. The
paid-up capital of the companies. thus selécted for analysis, accounted for nearly
30 per cent of the paid-up capital of all companies belonging to this group.

2.3. On the basis of this independent analysis of the balance sheets of non-
banking fnancial companies, it was observed that there was wide divergence in the
relative proportion of salaries, directors’ fees and surplus to total paid-np capital
in the two cases, viz. the banking and non-banking financial companies®. For our
purpose, as stated earlier. the results of the balance sheet analvsis of these 160 com-
panies were used for preparing estimates of income from the non-banking financial
companies for the year 1957-33. The proportions of wages and salaries, directors’
fees and surplus to the tatal paid-up capital, as obtained for the vear 1957-38, were
then applied to the figure of paid-up capital for all other years to derive the estimates
of income for such years. These proportions may, however, undergo changes when
simiar analysis of all such companies is undertaken in future on annual basis. The
estimates so worked out are presented in Table 10.1.

TABLE 14.1: INCOME FROM BANKS

{in Ra. erores)

1935-56 1858.57 1957-58 1958.59

1 (2) 3 ) {5}
1. wages, palaries and directors’ Fees 28.62 25.76 3.4 15,58
2. smrplus of aill hamks (oxcapt the RBI) 10.87 12.58 13.85 11.91
total 37.2% 41.34 45.29 47.30

2.4, Tn estimate the jmputed deductions for banking services. rendered
to other braress enterprises. the amount of net investment income of all banks
except exedamge banks and the RBI has heen distributed among various consuming
sectors i the bwav of their demand deposits, information for which has been taken
frora the RBI publication entitled the “Trend of Progress of Banking in India’. The
investment income of the exciange banks is, however, allocated entirely to the ‘other
commerce and transport” sector. The sstimated asmounts thus obtained are deducted
from the net outpur of the respective consuming sectors. In the case of “agriculture’
such deduetions form part of ‘marketing charges’, while in ‘mining’ sector of ‘mining
expenses’ : and hence they need not be deducted afresh. _Howeven in the case of

2 A list of 273 companies was comptied State-wise on the basis of 10 per cent sample {systematic
one) of such companies. A questionnaice was sent round {0 all the selected companies requestmg them
to furnish infermation aseded for our purpose.  Due to inadequate response, it became necessary 10 make
use of tho results of the analysis of balance sheets for tho responding companies falling within the sample
and also for those whose balance shoets were available in the Resoareh and Reforence Division of the
Departmient of Company Law Administration, Ministry of Commerce and Indusiry.

3 Whereas thi salaries, directors’ fees and surplus form 24.835, 0.12 and 9.5) pereent of the paid-up
copital in the vaws of “banking” compenies. the corresponding percentages in the case of ‘non-banking®
cumpapies work out at LA (.65 and T.24 respectively.  This may bo mostly due to the varvine conditions
of two types of companics. A
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‘other commerce and transport’ sector. income generated is calculated by “income’
approach rather than by the ‘product’ approach and as such there is no need for
estimating separsiely these ‘imputed dedactions’ for banking charges. Estimates
of bank charges relevant for the ‘factory establishments’ sector are presented in
Table 10.2.

TABLE 10.2: IMPUTED DEDUCTIONS FOR
B:_i,S'KISG SERVICES

{in Ra. crores)
year smounnt
{1 T (+4]
1951 5.7
1952 5.78
1953 5.80
1954 8.32 |
1855 7.565
1958 .51
1957 9.85
1058 10.7¢

3. The contribution of ‘insurance’ to naional income comprises (i) wages
and salaries, (ii) directors’ fees, (iii) rent and (iv) surplus of all such companies. Data
on all these items are available in the Annual Remort and Aocounts of Life Insurance
Corporation of India. These, however, pertaii to life business after nationalisation.
As regards the non-life insurance business and Tife i insurance business before nationa-
lisation, estimates have been prepared on the 'l)aqm of appropriation and operating
accounts of insurance companies as given in the Indian Insurance Year Book. As
these accounts contain information on the total oost of management without giving
its break-up by wages and salaries, directors’ fees etc., it was necessary to obtain
relevant information directly from the Controller of Insurance, Simla, for the years
1953-55. These ratios of ‘wages and salaries’ and ‘directors’ fees’ to total ocost of
management were applied to the figures of total cost of management for other years
to arrive at the relevant estimates of net income for later years. For insurance socie-
ties, data are available from the annual publication of the RBI entitled the ‘Statistical
Statements Relating to Co-operative Movement in India’. From the output thus esti-
mated, deduction has been made at the rate of 2.5 per cent of the value of property
of all the insurers on account of depreciation. The resulting estimates of net income
from this sub-sector are presented in Table 10.4. ’

3.1. Imputed deductions in respect of business insurance premia, paid by
different enterprises, have been made from the net income of the latter in the follow-
ing manner. Total premiums paid to fire and miscellaneous insurance companies
have been distributed on the basis of ratios of paid-up capital of all the joint-stock

123



—3)-

Nalional Fncome Slalistics

companies. A deduction of 10 per cent has also been made in the first instance to
cover the premium payments of persons. As explained in paragraph 2.4 of this
chapter such deductions need be separately estimated only in respect of the ‘factory
establishments’ sector. The estimated deductions thus made on account of insurance
premiums are presented in Table 10.3. '

TABLE 103: DEDUCTIONS FOR
INSURANCE PREMIA

{in Ra. crores)

yoar amonnt
(1 (2
1961 7.69
1952 7.58
1953 7.99
1954 7.%7
1955 8.19
1956 .18
1957 10.50
T 1958 1.3 -

4. A=z regards the ‘co-operative credit societies’, estimates of net income
have been derived on the basis of information on profits and costs of management
contained is the ‘Statistical Statements Relating to the Co-operative Movement in
India’. Theprovedars in generel remaeins unchanged except for the fact that the
‘eo-operstive mnewaaros s0dieties’, which formed s part of this sub-sector earlier,
have now been tmcluded in the insurance sub-sector,

£.1. Recently in response to a request from the CSO, the pro-forma for
collection of data from co-operative societies was so modified by the Department
of Agricultural Credit of the RBI as to provide for collection of data separately on
‘wages and salaries’ paid by the co-operative societies. The latest issue of the
‘Statistical Statements Relating to Co-operative Movement in India’, published in
[960. contains such information for the vear 1958-59, making it possible to work
out the ratin of “wages and salaries’ 1o total cost of management for this vear, which
turned out o be 61.4 per cent. In the absence of similar information for earlier
years the same percentage has been applied to the figures of total cost of management
in order to derive the estimates of ‘wages and salaries” for the years 1955-56 to
1958-59. Thus the income from co-operative sub-sector works out at Rs. 695
lakhs, Rs. 866 lakhs, Rs, 982 lakhs and Rs. 1281 lakhs for the years 1955-56, 1956-37,
1957-38 and 1938-59 respectively.

5. The estimates of income for the entire sector of ‘organised banking and
insurance” are presented in Table 106.4.
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TABLE 16.4: CONTRIBUTION TO XATIONAL INCOME
FROM BANKS AND INSURANCE

{at current prices; {in Ra. crorea)

wages, salaries,
sab-ssciorfyear directors’ surplos tota

foes stc.
R ¢ ) R & )] & ... W
beuking (including ~non- : C e
bsoking Basncial oom.-
panies)
196550 26.63 10.47 i1.2%
1956.57 28.76 12.68 41. 4
195768 3.4 13.86 45.29
1958.58 35.59 11.91 47.50
immoranes (moloding oo-
operstive insurance socie-
tica)
1855.58 23.72 5.09 28.81
1858.57 23.20 8.43 20.03
1957.58 27.49 9. 44 .9
1958-59 28.66 . .4 35.82
co-oporative gocietica (ex-
clnding co-operative ingnr-
ance sogietion)
1955.56 3.03 3.0z 5.05
195057 3.48 b.20 8.66
185758 4.05 5.971 &.62
1858-59 5.69 7.12 12.81
total : ‘organised banking
and inscrance’
1985.58 53.87 19.4%8 73.05
HW58-57 ' 65.42 24.21 79.63
1957.58 62,98 20.06 82.04
1058.50 89.84 2.19 £6.13

6. Comparison of present estimates with the earlier estimates: A compa-
rative picture of the two sets of estimates, viz. (i) estimates prepared on revised methods
-and incorporstiog latest available data and {ii) the conventionsal series is presented
in Table 10.5.
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TARLE 100 COMPARISON BETWEEN THE CONVENTIONAL AND REVISED ESTIMATES
{at curront prices, {in Ra. crores)
organised
hanking insaTAnce co-operative
including imehiding pocielics
vear non-banking ingurance excluding total
financial o jeties insurance
companics soticties
{1) (2) (3; (4) (3)
1923-56
fi} revised estimates 37.29 2381 8.95 * 53.05
{(iif eanventional eatimates 53.97 25,78 6.68 89.4l
[836-37
(i) revised estimates 41.34 29.863 E.88 79.83
{ii} eorventiona! estimates 87.68 059 §.31 105.61
E957.38
{i) revised estimatea 45.20 34.93 9.82 82.04
(i} ecaventional estimates 76.93 36.86 9.46 123.25
1958.58
{i} recmed satimates 47.560 35.82 12.81 86.13
{n) conventional estimatoes 83.15 35.72 12.91 131.78

6.1. The downward revision in the figures of net contribution fr m this
sector for the vears under reference can be mainly attributed to two reasons, viz.
{i) the nop-uniform rate of growth in the banking snd non-banking financial com-
panies, the rate of growth in terms of paid-up capital! being higher in the latter cage
and (ii} the praportéon of wages and salaries (including directors’ fees eic.) and the
surplus of banking companies to total paid-up capital being much more as compared
to that of nen-banking companies.

t Vide Appendix 10.1 to this chapter.
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