CrarrErR XI
INCOME FROM ‘OTHER COMMERCE AND TRANSPORT

The ‘other commerce and transport’ sector covers all commereial and trans-
port activities other than banks, insurance, co-operative societies and railways. It in-
cludes wholesale and retail trade, storage and warehousing, hotels and restaurants,
indigenous money lending and all non railway transport including keepers of trans-
port animals. The ‘income approach’ was being adopted so far for the estimation
of net income generated in this sector.! It consisted in (i) estimation of working
force by broad groupe; (ii) estimation of average net earning per worker under each
of these groups; and (iii) calculation of the net income generated in the sector as the
sum, over all-groupe, of the product of the working force and average earnings per
worker.

2. Details of the earlier method of estimation of working force in ‘other
commerce’ and in ‘other transport’ and revisions presently effected therein are given
in Chapter I on Working Force. For purposes of estimation, the total number of
persons engaged in ‘cther commerce’ was spli¢. up into two categories, viz. (i) employees
and (ii) employers and independent workers. The ‘other commerce™® sub-sector did
not include organised banking and insurince whereas the ‘other transport’ sub-
sector excluded railways and Poste and Telegraphs. However, porters and coolies
employed at railway stations were inc’uced in ‘other transport’. -

2.1. The estimates of the ave age net earnings (including all factor incomes)
per person engaged in other commerce or other transport as his principal occupation
were calculated for the yoar 1948-49 for the two groups separately. The estimates
for ‘other commerce’ were based on 91 earning quotations whereas those for ‘other
transport’ were based on 78 quotations. For later years these average earning
figures were adjusted on the basis of indicators of earnings of rural skilled workers
and factory workers!.

1 Details of the method adopted by the NIC for the years 1948-49 to 1850-51 are given in their
Finsl Report, vide paras 2.157 to 2.170.

2 ‘Other commerce’ was delimited to the following sab-divisions of the 1951 Population Census
seonomic clamsification : retail trade unclassified (6.0); retail! trads in foodatuffs (6.1); retail trade in fuel
(6.2); retail trade in textiles and leather goods (6.3); wholesale trade in foodstufis (6.4); wholesale trade
in other commeodities (6.5); real estate (8.6); money lending, banking etc. excluding organised banking
(part of 8.8); siorage and warchousing (7.5); hotels, regtaurants and esting houses (9.4). -

1 '‘Other transport’ was delimited to the following sub-divisions of the 1951 Population Census
ecopomic classification; tranaport otherwise -unspecified (7.0); transport by road (7.1); transport by water
{7.2); transport by air {7.3); railway porters (7.42); keepers of transport animals (0.10).

4 The index of rural skilled workers was specially constructed on the basis of the daily wage rates
of cohblers, bisckemmnithe and carpentors in about sixty villages given in the Agricultural Wages in India,
nsing chain relatives. The index of earnings of factory workers was obtained from Indian Lr:nbour Journal
(I1LJd) and relates to employess drawing less than Rse. 200 per month, For later years the simple average
of tho two indices was systematically used for adjusting the earnings per worker from year to year.
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2.2. The major limitations in the earlier method of estimation of income
from ‘other commerce and transport’ may be summarised. Per worker earnings
in this sector generally relate to the eamings of self-supporting persons from principal
occupation whereas figures of working force include earning dependants who are
economically only semi-active.® The estimates arrived at in this way will be equal
to the income gencrated in this sector only if the income of self-supporting persons
fram secondary occupations left ont of account in preparing these estimates offsets
the over-valuation on account of treating earning dependants on par with the eelf-
supporting persons. However, there js not enough data to verify this assumption
empirically.

2.3. The second major limitation is that the groups considered for estima-
tion of earnings per worker are heterogeneous. For instance, employees in ‘other
commerce’ inclode not only employees in other financial institutions and money
lenders but also hawkers and street vendors. Similarly transport by road includes
both mechanised and non-mechanised transport. In view of this, it would be desir-
abie to weight the earnings quotations in proportion to persons engaged in each homo-
geneous occupstional group. The third limitation is that no adjustment has been
made to secure proper ruralfurban representation in the earnings quotations, specially
when the quotatiors relate predominantly to urban areas. This adjestment is
important in view of the large ruralfurban differentials in earnings per worker. '

2.4. Yet another limitation of the earnings quotations ‘used is that !aey
relate to 4 wide span of time beginning with 1938-37 and going up fo 1950-51. Al-
thongh some adjustment has been made, using certain indicators, to convert all
figures of earnings to the base year 1948-49, the validity of such adjustment is ques-
tionable. The estimates of average earnings per worker engaged in ‘other com-
merce’ and ‘other transport’ are based on s small number of quotations of earnings,
viz. 91 for ‘other trade’ and 78 for ‘other transport’.

2.5, 'The method of projection of figures of earnings per worker in 1848-19
to subsequent years on the basis of the indicators of average earnings of fe.ctor:,
employees and wages of rural skilled workers® is also questionsble.

3. Rerised estimales of nel income from ‘other commerce’ af currenl prices:
The following pinsipal steps are involved in the revision of the estimates of net
income from ‘ot¥rr enmwanerce’ At current prices : {i) collection and scrutiny of earnings
quotations from direrse scurees, (i) division of the sector on the basis of rate of
" earnings into #heve hroad income groups in rural and urban afeas, viz. high, inter-
mediate and low; preparation of estimstes of average earnings in each group on
the kaeis of data collected from different sources, (iii) preparation of weighting dia-
grams for rural and urban areas and consolidation of the estimates in different income

$ This method of estimating net income is discussed in the Final Report of the NIC, para 2.16.
¢ For details see footnotes to paragraph 3.2 of this chapter.
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groups on the basis of these weighting diagrams ; pooling the estimates (from diffe-
rent sources) on the basis of number of quotations, (iv) estimation of rural and urban
working force in ‘other commerce’ in each year and application of per worker earnings
calculated in (iii) to obtain net income from the sector (excluding professional and
basiness income subject to tax and wages and salaries of employees of joint-stock
trading companies) and (v) addition of the taxable profits from business and professions
and the wages and salaries of employees of joint stock trading companies to the
estimate under (iv) in order to obtain total net income from ‘other commerce’.
Details of these different steps are given below.

3.1. The first step involved in the preparation of the revised estimates at
current prices is the collection of data on per worker earnings relating to different
trading activities. The principal sources of data are (i) the NSS Reports No. 24
and No. 54 (draft) relating to household retail trade, (ii) sgro-economic surveys
sponsored by the DESAg, (iii) Bulletin of the Burean of Economics and Statistics,
Bombay and {iv) Poona—Re-Survey by Gokhale Institute of Econromics and Politics.
These data have been further screened keeping clearly in view the concept involved
in the procedure of estimation and retaining only those earnings relating to full-time
workers from principal occupation. It emerges on examination of the NSS estimates
that they are not useful for the purpose in view due to the following reasons : (i) the
earnings data given by the 1SS fluctuate widely from round to round, {ii) the N8S
surveys are confined to household retail trade. However, the level indicated by the
NSS surveys has been kept in view. As far as possible the quotations relate to net
eamings inclusive of all factor incomes. But they exclude, however, the profits
from professions and business liable to tax. The total number of earnings quotations
used in the preparatior of the revised estimates is 148. .

3.2. The trad.ng activities have been put into three broad income groups
viz. high, intermediate and low, on the basis of suitable assumptions’ about the
different census sub-divisions falling under ‘other commerce’. The simple aversges
of per worker earnings have been obtained for these three groups separately in rural
and urban areas from each of the sources of data mentioned earlier. Rural and urban
weighting disgrams have been prepared for combining the groups, on the basis of
data available from the 1951 Census on the number of self-supporting persons-in these-
groups®. The estimates for the different groups have been pooled together on the

7 Broadly the census sub.divisions inciuded in the ‘high’ income group are: dealers in drugs,
chemicals etc. (8.02), publishers, book-sellers etc. (8.03), vendors of wine, serated waters eote. (€.12)
pewroleum distribators {(6.21), retail trade in textiles and leatber goods (6.3), wholesale trade in foodstuffs
{6.4), wholeeale trade in other commodities (6.5}, resl estate (6.6), insurance excluding employees of organi-
sed ingurance (6,7), monsy lending etc. excluding employees of organised banks (6.8), hotels, restaurants
and eating houses (7.5), storage and warehousing (9.4). Those included in the ‘intermediate’ income grovp
are : dealers in cattls (6.04), genoral store keepers, shop keepers and employees (6.00), retail dealers in

grain, pulses ete. {6.11), retail dealers in opium, ganjs etc.( 6.13). Those included in the ‘low’ income
are : hawkers and atreet vendors otherwise uncl‘nmﬂed (6.01), hawkers and street vendors of drinks

group
snd foodstuffs (8.14), retail dealers in pan, bidi, cigarette otc. (6.15), retail dealers including hawkers and
street vendors in firewgod ete. (6.20).

$ Census of India, 1951, Vol. I, India, Part II.C, Economic Tables, gives the number of self.
sapporting persons in rural and urban areas by divisior’and sub.division of the Census economic classifica-
tion. Consus of India, Paper No. 7 (1954), Subsidiary Tablea—1951 Census, shows the number of self-
supporting persons at all-India lovel for some more detailed groups of occupstions within each sub-division,
These daeta ﬁ‘-a been used in the preparation of the rura} and urban weighting disgrams by makir g suitable
ampumptions wherever necessary.
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basis of these weighting diagrams to vielld finally the average per worker net earning-
in “other commerce’ in rural and urban areas as revealed by each source of data.
These cstimates. however. relate to different time periods and have been deflated to
the vear 1950-31. The indicators® used for the purpose are : (i) the graduated index
of eamnings'® of factory employees drawing less than Rs. 200/- per montb; half of
this rate of change has been used for urban trading activities and (ii} the graduated
index of earnings of rural skilled workers!l; this rate of change has been used for
rucal trading activities.

3.3. The estimates according to the different sources have. been pooled
together on the basis of the number of quotations entering each estimate to obtain
average rural and urban income from ‘other commerce’ in 1950-51. The point esti-
mates of average earnings relating to 1950-51 have then been projected to the entire
period 1957-51 to 1959-60 on the basis of the rural and urban indicators of changes
in the per worker earnings mentioned above.

3.4. The next step is to estimate the rural and urban income from ‘other
commerce’ on the baais of the rural and urban working force and the per worker net
earnings obtained as in the preceding paragraphs. The data nsed in the preparation
of the weighting diagrams have also been utilised for splitting up the revised series'*
of working force in ‘other commerce’ into the rurai and urban components. By
adding together the rural and urban contribution of net ino.! le in ‘other commerce’,
the alt-India income generated in this sector. exclusive of 1.asiness and professional
profits liable to tax and also exclusive of the wages and salaries paid to employees
of juint-stock trading companies has been obtained. The iatter two components
have been estimated separately.

3.5. The total business and professional praﬁt.;; liable to tax are available
in All-India Income-Tax Revenue Statistics.’® These have exclusively been taken
tor be prefite sitce the imputed value of the wages and salaries of self-employed persons
included in it & eonsidered to be negligible.  No direct estimates of wages and salaries
paid to employees of joint-stock trading companies are available and hence these

* In this conmrctios she widay of ¢k following indicators has been studied : {i) index of earnings
of factery workers (TLJ): {0+ oriddle cluss consumer price index (LLJ); (iii) consumer price index of low
paid emplayees (ILJ5 [iv} rarnings of rural skilled workers (Agricultural Wages in India), (¥} earnings
of tenchers w. recogmised aiwools, colleges ete. {Education in Indin); ivi) consumer price index nf rursl
population TLIL (vii) ronsumer prive intdex (genecal and miscellaneous) of factory workera (I1aJ); (via)
sverags bazc salary of Ceniru! Gevernment employeens {CS0) and (ix) wages and salaries of pernons ather
than workers employed by factories (CM1}.  All thess indicators suffer from meny limitations of coverage
and comprehensivenms. Indicators at (i} and {iv} slone have been actually used.

18 This index has been compiled from the figures of earnings per person drawiog less tt an Ra. 200
per month sad employed in factories, which are published 0w ealendar year baais in the ILJ. The index
has thes been graduated by fitting & straight line by the least squares method in order t0 eliminate extreme
fluctuations.

11 This index has been compiled from primary data relating to daily wage rates of blacksmiths,
earpenters and cobblors in ahout sixty rural centres published in Agricultural Wages in India. The index
ia 8 chain wndex brged on wage relatives averaged over the yoar mad over the centres,

1¥ Dotoilg about the revised series arc given in the chapter on working force.

13 Tae figures given in Teble 4 of this publication, vie. Trade Classification of Business and Pro-

fegmianal {ncotoe Assessed 10 Incomo-iax and Super-tox have been combined suitably to correspond to
the sector “other commeree’,
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have been estimated indirectly using the available data on earnings per employee
in banks, the ratic of wages and salaries to paid-up capital as given in the analysm
of company finances by the RBI and the total paid-up capital of trading companies
as given by the Department of Company Law Administration. This procedure
consists in {a) estimation of wages and salaries paid by joint-stock companies engaged
in commerce and other financial operations (excloding organised banking and insur-
ance) and in real estate to their staff on the basis of paid-up capital and the ratio of
the paid-up eapital to wages and salaries as obtained from the RBI analysis of public
and private limited joint-stock trading companies: (b) estimation of employment
in such joint-stock companies from (a) above on the basis of the average per person
earnings of bank employees and {c) adjustment of the total income from arban areas
obtained as in the preceding paragraph, to eliminate employees of joint-stock trading
companies who have been included in the highest income group. The total net
income from ‘other commerce’ has been obtained by adding together the income
of those not paying tax on profits, the business and professional profits lisble to tax
and the wages and salaries paid by the joint-stock companies. The revised and
conventional estimates of net income from ‘other ecommerce’ for the years 1855-56 to
1959-60 are given in Table {11, The fall in the revised estimates of net income is
due to downward revision of per head earnings as a result of weighting of earnings
quotations of urban and ruri{ aress..

4. Revised estimates of income from ‘other transporl’ ot cxrrend prices: The
procedure adopted for estimating the net income from this gub-sector is similar to
the one adopted for ‘other commerce’ and consists of the following major steps:
(i) collection and scrutiry of earnings quotations from diverse sources. (i) division
of the sector into a pumer of homogeneous groups in rural and urban sreas by mode
of transport and preparations of estimates of average earnings in each group from
different sources of data; (iii) preparation of weighting diagrams for rural and urban
areas and splitting up the estimate of working force {excluding air transport) into
the component groups on the basis of these weighting diagrams; {iv) application of
per worker earnings caleulated in (i) above to estimates of working foroe as given
by (iii), to obtain net income from the sub-sector not paying tax on business and
professional income; (v) addition of taxable profits from ‘other transport’ and wages
and salaries of persons engaged in air transport to obtain total net income from ‘other
transport’.

4.1. The sources of current data on per worker esrnings in ‘other transport’
are agro-economic surveys sponsored by the Directorate of ‘Economics and Statistics,
Ministry of Food and Agriculture, Poona Re-survey by Gokhale Institute of
Politics snd Economics, the ILJ and the NSS Reports No. 13 and No. 31 relating
to household transport operation. These data have been further scrutinised and
earnings quotations relating to full-time workers from principal occupation have
been taken into account. However, the data givem in the N8S reports were not
used as they revealed wide fluctuation from round to round and related only to the
household sector. As far as possible the quotations relate to net earnings inclusive
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of the profits of the self-employed below the taxable limit and all other factor incomes.
The total number of quotations used is 177.

4.2. In view of the heterogeneity of the occupations included in ‘other trans-
port’ it is necessary to weight the quotations relating to each homogeneous occupa-
tion sub-group in proportion to the number of persons following it. For purposes
of preparing the weighting pattern the following groups have been considered :
{a) mechanised road transport. (b) non-mechanised road {ransport. (¢) water transport,
{d) transport otherwise unclassified and (e) railway porters. Suitable weighting
diagrams have been prepared for rural and urban areas by splitting up the total
working force into the different component groupe on the basis of data on the number
of self-supporting persons in these groups in rural and urban areas as obtained from
1951 Census.

43. The simple averages of earnings per worker have been estimated
separately for the different groups for rural and urban areas from each source of data.
These estimates relate to different time periods and have been deflated to the year
1950-51 on the basis of the indicators," (i) graduated index of earnings of factory
employees drawing less than Rs. 200 per month—half the rate of change used for
urban transport: (i) graduated index of earnings of rural skilled workers—used for
rural transport. The point estimates of average earnings have been orojected to
the entire period 1950-51 to 1959-60 on the basis of rural and urbar. ndicators of
average earnings mentioned above.

44. The revised series of working foree in other transport has been split
up into rural and urban figures by mode of transport on the basis of weighting patterns
as mentioned already. The working force engaged in road transpcrt in urban areas
has further been divided into mechanised and non-mechanised transport by estimating
the number of persons emploved in mechanised road transport on the basis of the
number of registrations of mechauised vehicles of different types.* By multiplving
the average earnings per person employed in different modes of transport in rural
and urban areas as calculated in the preceding paragraphs and the corresponding
figures of working force, the net contribution from ‘other transport’ has been estimated.
To this has been added the profits of business and professional income liable to tax
which have not been accounted for in the estimates given earlier. Also the wages
and salaries of persons!® emploved in air transport have been added.

4.3. The business and professional income liable to tax. which is taken
to be mainly in the form of profits, has been obtained from income-tax statistics.

A+ Purther details given in footnotes to paragraph 3.2,

3 The numbera of different types of motor vehicles on roads in Indin ia given in Basic Road Statis-
tics of India. Assuming that the namber of persons employed per auto-rickshaw, cab, other public service
vehicles, goods vebicles, jecps and miacellaneous vehiclos aro respectively 1,1,3,3,1 and 2, the total employ-
ment in mechanimod road transport has been estimated.

1% The profits of these companies are included in ‘professional and business income liable to tax®
and other factor payments are considered to be negligible.
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Per worker earnings in air transport have been estimated on the basis of employment
and corresponding figures of pay and allowances in Air Indis International and Indian
Airlines Corporation for the years 1953-54 to 1958-59. The employment in air
transport in different years has been estimated on the baszis of the census data for
1951 and the rate of increase in emplovment shown by the Indian Airlines Corporation
and the Air India International in the period 1953-58 to 1958-59. By adding together
the total rural and urban income from ‘other transport’, the business and professional
profits liable to tax and the wages and salaries. of employees_in .air.transport, the
net income from ‘other transport’ has been obtained. The revised and conventional
estimates of pet income from ‘other transport’ for the years 1955-566 to 1859-60 are
given in Table 11.2.

5. Comparison of the revised with the conventional series : The revised and con-
ventional series of net income from ‘other commeroce’ are given in Table 11.1, whereas
corresponding figures for ‘other transport’ are given in Table 11.2. The working
force and earnings per worker are also shown therein. The revised estimate of net
income in 1950-5] from ‘other commerce’ is mueh lower than the conventional esti-
mate whereas the corresponding figures for ‘other transport’ are quite close. How-
ever, the revised series shows a more rapid incresse in net income over the period
1950-51 to 1959-60 than the conventional one. The revised estimates of net income
from ‘other commerce’ nearly ecatch up in 1959-60 sith the conventional estimate
while the revised estimate for ‘other transport’ significantly exceeds the corresponding
figure of the conventional series. ' The more rapid rate of increase of the revised
series of net income compared to the conventional one is accounted for by the higher
rate of increase in both the working force and per worker earnings.

5.1. Tables 11.3 and 1]1.4 show the leve's of net income in ‘other ecommerce’
and ‘other tramnsport’ in 1950-51 according to the revised and earlier procedures.
In ‘other commerce’ the figures of working force according to the revised ard the
conventional procedures are fairly close and the difference in the levels of net income
is due mainly to the difference in the average earnings per worker. The NIC figure
of average earings per worker is closer to the revised figure for the urban areas than
to the all-Indis estimate. The substantial difference between the two figures of all-
India per worker earnings arises from the fact that in the preparation of the revised
estimates a proper weighting diagram has been adopted to secure adequate repre-
sentation of occupations with lower incomes and of persons working in the rural
areas. Similar observations apply for the sub-sector ‘other transport’. However,
the difference in the all-India per worker earnings between the revised and conven-
tional estimates for 1850-51 is not as marked as for ‘other commerce’, since the pro-
portion of working force engaged in ‘other transport’ in rural areas is not large.
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TABLE 11.1: COMPARISON OF REVISED AND COXVENTIONAL ESTIMATES FOR
THE SUB-SECTOR 'OTHER COMMERCE': 1855-3¢ TO 1959-60

{at current prices)

rovised estimates conventional sstimates
working sarningm  net income  working eswrnings  net income
force per worker st curreni foree per warker st current
{ e} (Ra.}* pticen {000} {Ra.} prices
(Ra. crores) {Rs. erores)
{1) {2) -{3) (4) 3 (6} {7
185558 951 19935 1024 B488 1068 1331
1958-57 2594 1181 1114 8563 1538 1341
1957-38 9641 1204 118§ 8642 1832 1411
195850 10091 1257 1268 8723 1672 1489
1950-80%* 10348 129 1338 5803 1872 M7

* (Calenlated on the bagis of cols. (2] and {4)
*¥ Preliminary.

TABLE 1i2: CONPARISON OF REVISED AND CONVENTIONAL ESTIMATES
FOR THE 8UB-SECTOR ‘OTHER TRANSPORT' FOR 196558 TO 1850-60

{at currant prices}

revised estimaios ctnventionn) estzmetes
working earnings  netifcome  working earnings  net income
fores per worker &t current foree per worker  at curtent
L LTH (Ra.}* prices (0006} fRe.} prices
{Ra. crores) {Ra, crores)
mn 2) (H 4} {8} t8) (7)
1955-56 1804 1067 193 1546 1004 255
1856.57 1913 1098 210 1597 1016 160
16537.58 Mi6 1126 27 Fa0d 1047 148
1958-59 2165 L] 243 1639 1074 176
1960.60%% 2iz3 1186 251 1871 1074 179

* Calculated on the basis of cols. (2) and (4).
** Proliminary.
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TABLE 11.3: COMPARISON OF THE REVISED AND CONVENTIONAL ESTIMATES
FOR THE SUB-SECTOR "OTHER COMMERCE' FOR THE YEAR 105)-51

(at current prioms)
rursl urban all-India
(n ) {3) ) (4
revised catimaie
1. estimated net income axcinding profits
lisble to tax and wages and salsrics of
joint-etock companies {Ba. crorem) 224 401 @23
2. profita lisble to tax (Re. crores) —_ 175 1°s
3. wages and salaries paid by joint-stock
companies (Re. crores) —_ 19 19
4. wial estimated not income from ‘other
commerve’ (Rs. crores) [(1)+(2)+(3)] 224 - 585 a1y
5. ostimated working force (000) 3354 4965 8319
8. earnings per worker® (Rs.) 648 1188 o84
convensional catimate®®
1. total estimstod income from ‘other
commerce' {Rs. crores) _— —_— 1252
2. estimated working force (000) — - §122
3. earnings per worker (Ra.) ' - — 1542

* Calculated on the basis of itemns (4) and (5)
** Source : Final Report of + y NIC, p. 82.
TABLE 11.4: COMPARISON OF THE REVISED AND CONVENTIONAL ESTIMATES
FOR THE BUB-SECTO . ‘OTHER TRANSPORT' FOR THE YEAR 1950-51
{at current prices)

rural urban all-India
(8] (2) (3 (4)
revised eatimats . ‘
estimated net income exchuding profits
Lable to tax from (in Rs. crores)
1. transport by read—mechanissd - 42 42
2. transport by rosd-non—mechanised 22 32 54
3. transport by water 8 21 27
€. railway porters 2 3 5
&. total : 30 88 128
8. profita liable to tax (Ra. crores) — 7 7
7. contribution from air trapsport
{Ras. crores) - 3 3
8. nst income from ‘other transport’ :
[{8)+(8)+{7)] 30 108 138
9. estimated working foree (000) 134 1015 1449
10, earnings per worker (Ra.)* 6§91 1064 952
conveational etimate**
1. total net income from ‘other trans.
port' (Ra. crores) — — 146
2. estimated working force (000) — —_ 1411
3. earnings per worker (Ra.} — — 1034

* Calculated on the basis of items (8) and (9)
** Source: Final Report of the NIC, {p. 82).
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