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Cuarrer XIII

INCOME ORIGINATING IN PUBLIC AUTHORITIES SECTOR—
RAILWAYS., COMMUNICATIONS AND GOVERNMENT
ADMINISTRATION

This chapter deals with the public authorities sector including railways and
communications, Public authorities (excluding railways and communications) consti-
tute the Central Government, State governments, city corporations, municipalities,
district and focal boards, village panchayats, port trusts and improvement trusts.

1.1. The estimates for this sector fall into two categories, viz. {i) the contri-
bution to national income by railways, communications and government adminis-
tration and (ii) the set of accounts of the public authorities, relating to their activities
connected with both administration and departmental commercial enterprises. The
- latter consists of three accounts, viz. (a) Current Account of Public Authorities—
Administration, (b} Current Account of Public Authorities—Enterprises and (c)
Combined Capital Account of Public Authorities—Administration and Enterprises.

1.2. These three accounts together represent an economic classification of
the transactions of the public authorities as a whole vis-a-vis the rest of the economy.
Inter-governmental transactions automatically cance' each other on consolidation
and are, therefore, not recorded. With the increasiny functions and responsibilities
of the government day by dey over a wide range of aclivities, knowledge and appraisal
of the effects and results of government activity becomes very important for policy
formulation and in this context the set of three ac.ounts assumes special significance.

1.3. The method of estimation under ea:h of the above sectors is given in
detail in the following paragraphs of this chapter.

2, RAILWAYS

2.1. Railways occupy the most important place in the fransport activity
of the country. They are nationalised and only & very small fraction of the total
route mileage is operated by private companies, pending the expiry of their earlier
contracts with the government. All the data regarding Indian railways, necessary
for estimating national income, are published by the Railway Board in a comprehensive
and detailed manner. These along with the accounts of the railways published by
the Government of India provide the basgic material for the analysis and presentation
of the accounts of the railways and for the estimation of net output of this sector.

2.1.1. 'The sector ‘railways’ comprises, besides -government and non-govern-
ment railways, the pert trust railways of Bombay, Calcutta and Madras. The port
trust railways operate within the limited trust areas only. Further, railway workshops,
which form part of the government railway system, and manufacturing establish-
ments like the Chittaranjan Locomotive Works and the Integral Coach Factory which
are directly managed by the railway administration, are alse included. Strictly
speaking these establishments should be geparated from thiz sector and included
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unier “factory establishments’. This has not been attempted in the case of railway
workshops for want of separate data., In the case of manufacturing establishments.
though sume data are separately available the magnitude of the estimates involved
i not -ignificant, However, as they are excluded from the ‘factory establishments’
sector no double counting is involved.

2.1.2. In addition to estimation of contribution to net national income bx
the railwass, the accounts of government raitways are analysed and the results of the
analysis are incjuded in the table 'Current Aceount of Public Authorities Enterprises’.

(Table 13.3)

2.2. The Report of the Railway Board on Indian Railways, published
annually_ gives a large volume of statistics on all the important aspects of the working
of government railways and important basic data in respect of non-government rail-
Ways.

2.21. In particular it gives data on gross Teceipts, working expenses, capital |
expenditure, strength and cost of staff, and volume of passenger and goods trafiic
carried. The Annual Report on Railways is published with a time lag of & year,
figures for 1959-60 being published in 1961. Revised figures for previous years are
2is0 peblished in the same publication., In addition, the budget documents of the
Cent.- | Government on government railways give data relating to the financial aspects
of the rumning of the railways. The accounts are kept on commercial principles,
Eacit year the documents give ‘budget estimates’ for the ensuing vear, ‘revised esti-
mates’ of {lw exrcant {completed) year and ‘actuals’ for the previous year. Data on
Tavenue ae avuilable mn the ‘Budget of the Railway Revenue and Expenditure’ of the
~entral Govamment. ‘The Demands for Grants for Expenrditure of the Central
Governmest oa. Railways’ gives details of expenditure of government railways divided
into a nereleer of ‘Demands’ depending on the nature of expenditure, Working
Expenses and viral expenditure are separately available, though the distinction does
not strietdy eorrespond to the requirements of national income accounting and afurther
anaivsis becomes necessary. The ‘Explanatory Memorandum on the Railway
Budzet of the Government of India’ gives notes and explanations on receipts and ex-
penditure, and certain other details in regard to important schemes, A publization
entitled “Works, Machinery and Rolling Stock Programmes of Railways' gives details
regarding the more important items of capital expenditure.

2.3. Sufficient details about the receipts and expenditure of non-government
railways are not available. However, as referred to earlier, the magnitade of opera-
tions of these railways is insignificant compared to government railways and the
necessary breakdown for nop-government raidways 1s, therefore, estimated on the
bazis of details in respect of government railways.

2.3). 1In the railway budget working expenses are presented according to
the nature of expenditure. But the breakdown of these working expenses between °
winges and salaries and purchase of materials is not. directly available. The report of
the Railway Board gives total cost of staff employed by government railways. But
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it does not include casual labour and workers employed by contractors. Besides,
this figure relates o total staff employved on current operations as well as capital works
of railways.

'2.3.2. Capital expenditure is also not broken up into wages and salaries and
cost of purchase of materials. In addition, although some of the capital works are
carried out by contractors, no data are available on the value of work done by them.

2.3.3. Contribution to Depreciation Reserve Fund is fixed by Railway
Convention Committee, generally for a period of five years. The actual expenditure
on replacements is generally much higher than this contribution, the excess being
met from borrowed capital from the Central Government. It is, therefore, evident
from past experience that the published estimates of depreciation are underestimates.
However, they have been used without any adj_ustment.

2.3.4. In regard to port trust railways the port trust accounts do not give
many details, apart from total receipts and expenditure, as railways constitute only
one of their departments. For example, no soparate allocation of total interest or
depreciation is shown for railways. However, this is not a serious limitation as the
port trust railways form only a small proportion of the total,

2.4. Method of estimation : Contribution to net national income consists
of all factor payments. It includes wages and salarics paid directly or indirectly
(through contractors on contract works) by railways, interest payments and operating
surplus. These items are explained below :

i) Waéas and salaries : This item includes pay, allowances and contribu-
tion to provident fund of the staff of government railways, including Railway Board,
and port trust railways. Loss on grain shops providing grains at concessional rates
to the employees of the railways is also included. For non-government railways,
a proportion of the total expenditure is treated as wages and salaries based on data
relating to government rzilways. Wage 'component of capital expenditure is esti-
mated at 33.3 per cent! of the total capital expenditure.

ii) Interest : Government railways do not pay interest directly but it
is included in ‘dividend paid to general revenues’, as the capital is borrowed from
Central Government. The accounts of the Central Government on interest payments
show a recovery of interest attributable to rallways. This figure is taken as the
amount of interest paid by railways. In the case of port trust and non-government
railways, no estimate of interest is available. This is presumably included in their
operating surplus. |

iili) Operating surplus : It represents excess of gross receipts over working
expenses. Each of these includes certain miscellaneous receipts and miscellaneous
expenditure whose magnitude is not very significant. Special mention must be made
of the inclusion of certain expenditure of capital nature on labour welfare and minor
works on operating improvements which are charged to workingexpenses by railways,

+ This percentage wes fixed in consultation with the CPWD..
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Thix expenditure is included in ‘maintenance provision’ in the analysis and hence
our estimate of maintonance provigion includes the actual maintenance provision
made by the railways and the expenditure referred to above.

2.4.1. The main changesintroduced in the conventional method of estimation
and estimates for all the years from 1955-66 to 1959-60 on the revised basis, are
presented in the subsequent paragraphs of this chapter.

i) As pointed out earlier, working expenses on wages and salaries and
purchases of materials are not available separately. The Railwav Board Report
gives an estimate of total cost of staff employed by railways and the same was being
taken as wages and salaries in the working expenses. In fact this figure related to
staff employed on current operations as well as on capital works which resullsin over-
estimation of wages and salaries and consequent underestimation of purchase of
materials. The cost of staff relating to working expenses has been estimated for the
revised series on the basis of staff employed on current operations, which is available
under the individual demands in the ‘Demands for Grants’, and average cost of staff,
separately for certain defined categories of staff, which is available in the Railway
Board Report.

ii) It has been stated earlier that certain capital expenditure charged to
working expenses by railways was being included under maintenance provision in
our analysis. For the rovised series this expenditure has been excluded from the
working expenses with consequent increase in operating surplus to that extent.
During discussions with the Railway Board, it was explained that this expenditure
is really of a capital nature aithough it is charged to working expenses. In view
of this it has now been transferred to capital account.

ii) Wages and salaries component of capital expenditure was being taken
at 33.3 per cent of total capital expenditure. In the revised series it is taken as 33.3
per cent of capital expenditure on construction only. In other word: one third of total
capital expenditure, net of expenditure on inachinery and equipment. increase in stocks
and purchase of assets alone is now taken as wage component. In addition wages
and salaries paid by Chittaranjan Locomotive Works and Integral Coach Factory
are added, as expenditure of these establishments is included under capital expendi-
ture on Railways (mostly under transport equipment).

3. COMMUNICATIONS

3.1. This sector includes the activities of Posts and Telegraphs Department
and Overseas Communications Service. Both these organisations, like railways,
are departmental undertakings of the Government of India.

3.2, Asin the case of railways, the data available for the estimation of national
income from eommumications is quite comprehensive. The annual accounts of the
Department of Posts and Telegraphs and Overseas Communications Servico are pub- -
lished along with the budger documents of the Central Government.
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3.2.1. Desails regarding receipts and expenditare of Posts and Telegraphs
Department are also published separately in ‘The Demands for Grantafor Expenditure
of the Central Government on the Indian Posts and Telegraphs Department’. Receipts
of Overseas Communications Servioe are available in the “Finance Accounts of Central
Government’ under account-head ‘Industries and Supplies'.

3.2.2. The Demands’ contain details regarding working expenses and capital
expenditure of the undertakings. Working expenses give details of pay and allowances
of staff, other comtingent expenditure, interest payments (through Central Govern-
ment) and contribution to ‘Renewals Reserve Fund’. Capital expenditure is given
in respect of different items of works, but & breskdown between wagee and salaries
and purchase of materials is not available. Similar breakdown is not available for
expenditure on ‘maintenance of assets’ also.

3.2.3. In addition, the Posts and Telegraphs Department brings out an
annual report reviewing activities of the Department supplemented by certain related
statistics. As in the case of railways, the publication is released with a time lag of
one year. It contains, among other things, volume of traffic handled by post and
telegraph offices, number of telephone connections and total emplayment.

3.3. Mecthod of estimation : As in the case of railways, contribution to net
national income is the sum of factof payments viz. wages and salaries, interest and
operating surplus.

(i) Wages and salaries : They mclude pay and other allowances paid to
staff. The information is obtair od from the details of ‘working expenses’. Wages
and salaries component of capital expenditure is estlma.ted, &s in the case of rmlways,
at one third of total capital o::p nditure,

(i) Inlerest: Like railways, interest payments are made through the Central
Government but are shown separately under working expenses. In the accounts of
the Central Government, interest payment attnbntable to these two undertakings is
shown as recoveries.

(iii) Operating wrplm: Tt representa excess of gross receipts over working
expenses. The latter include wages and eslaries, purchase of services and materials
from other sectors, interest, contribution to Renewals Reserve Fund and certain ex-
penditure on maintenance of assets including minor works charged to working expenses.

3.3.1. The following revisions have been made in the method of estimation.
for working out revised estimates for the year 1955-56 to 1959-60 :

(i) Expenditure on ‘maintenance of aseets’ appearing under working
expenses of the Poste and Telegraphs Department consists of ‘pure maintenance charges’
and ‘minor capital works’. The entire expenditure was being treated as capitsl
expenditure and included, as in railways, under mamtananea provigion. In the revised
method, pure maintenance charges are treated aw eurrent -expenditure- and- miner
‘works as capital expenditure and the latter is transferred to eapnt.a.l account thereby
increasing operating surplus . correspondingly. .

(ii) As in the case of railways, wage component of caplt.al expendlture
is estimated as 33.3 pet cent of capital expenditure on construction only.
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4. PUBLIC AUTHORITIES

4.1. Apart from contribution to national income from government adminis-
tration, this section deals with & set of three accounts relating to0 an economic classi-
fication of govarnment accounts. Government bodies give detailed information
regarding their transaction with the reet of the economy in their annual budgets
and accounts. But these are mainly meant to supply the information required by
members of Parlisment ete. who have to vote the demands therein and pass the
accounts. Inother words they are meant to ensure ‘accountability’ of those spending
public money to those who authorise the expenditure. The budget documents, there-
fore, are not in a form suitable or convenient for drawing any conclusions regarding
the economic implications of government activity or its impact on the rest of the
economy. For this purpose while retaining the traditional budget, an economic
reclassification of the same to bring into focus the economic implications and effects
of government transactions also becomes necessary and the set of the three accounts
presented here is an attempt in this direction.

4.1.1. The scope of ‘government’® is quite wide and may be regarded as
embracing all suthorities or bodies for whoee activities a Minister or other public
functionary is accountable to the Parliament, the local legislature or similar bodies.
These government suthorities submit details of their accounte every year to it 2 Parlia-
ment, legislatures etc. for the approval of the expenditures incurred and uroposed.
*(overnment’ thos includes the Qentral and State governments, municipal corpora-
tions, municipalities. district and local bosrds, improvement trusts, port trusts and
village panchayais. :

412 Y¥emoss fowds such as the Central Road Fund, Famine Relief Fund,
Labour Welfste ¥imdés ete. which are administered bw the different departments
of the governmemt are also included here. Besides, certain commercial enterprises
which are deparsmrentally run and whose accounts form part of the budgets of the
government. sr= aan iacleded in this sector for purposes of economic classification.
In sofar a: the contribution tonskinns! income by government enterprises is concerned,
Railways and Communications are treated separately but the other enterprises enter
the respective sectors in the industrial origin table. Examples of such departmental
enterprises are forests, certain industrial concerns, electricity schemes, transport
schemes etc. Where, however, such schemes are handed over to individual auto-
nomous boards or companies or corporations whose accounting is quite independent
of government accounts, their accounts do not enter the budgets and are, therefore,
excluded. However, an analysis of*balance sheets of the public undertakings whose

2A Manual for Economic snd Fanctional Classification of Government Transactions, issued by
the Unitod Nations, dofines ‘government sector’ to includs (i) all bodies logislative and judicial, as well
as axocutive, that are established through political processes including both central government hodies
with compulsory powers extending over the whole territorial area of a country and hodies at lower levels
with similar, though more limited, powers extending over only a part of the area and (ii) all agencies directly
answarable for their actions, in particular actions connected with the receipt and oxpenditure of money,
to-the bodies covered by (i). i
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accounts are not included in the government budgets is in progress in the NIU.
Necessary adjustments in the accounts of public sector as well as elsewhere will be

made when the analysis is completed.

4.1.3. Government ‘sdministration’, as distinguished from ‘enterprises’,
pertains to those departments of the government which are directly responsible for
maintaining law and order and providing certain eesential services to the nation,
for instance, general administration, police, justice etc. Bat in actual practice certain
activities {particalarly education and health) which should properly be included under
‘services’ are included under administration. This is due to the fact that a clear-cut
demarcation of the two types of expenditure is not possible from the information avail-
able in the budget. In other words, ‘administration’ includes all activities of the
government which are not of & commercial nature and their further classification has
not been attempted. It may be added that all construction activity including resi-
dential houses by government administrative departments (whether directly or
through contractors) have been included under ‘administration’.

4.14. With the increased tempo of economic development in India, the scope
of government activity has increased tremendously. Apart from administration in
the strict sense of the term, government is engaged in multifarious developmental
and social activities, such as technical and general education, development of agriculture
and industry, community development and other social welfare activities, The
contribution to national income from all these activities is reflected in government
administration.

4.1.5. ‘Enterprises’ here mean departmentaily run commercial enterprises.
These include, apart from railways and communications, forests, irrigation schemes,
electricity schemes, transport schemes, industrial concerns and other departmental
commercial enterprises such as quarries, mines, sales emporia, dairy and milk schemes,
sale of opium ete.

4.1.6. State trading in foodgrains and other strategic materials is not included.
There are alwaye certain border line cases where one cannot definitely classify a parti-
cular activity as commercial or otherwise and in such cases, which are usually unim-
portant, the classification depends on the available information. Broadly, depart-
mental commercial enterprises are those which undertake production of goods and
services for sale to other sectors of the economy, in the same way as any other private
commercial enterprises, but are owned, run and managed completely by government.
" They have income of their own from the sale of their products. The government
administrative departments, on the other hand, have no income of their own but
spend a part of the general government income which, except for receipts from property
and some miscellaneous receipts like fees etc. consists only of transfers of income

from the rest of the economy.

4.2. Budget documents of Central and State governments : The budget docu-
ments contain data on receipts and expenditure of Central and State governments
for three years—budget estimates for ensuing year, revised estimates for current
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(completed) yesr and accounts for previous year. Receipts and expenditure are
divided into a number of standard account-heads laid down bv the Comptroller and
Auditor General of India. The budget documents of Central Government do not
give much detail of receipts but subsequently in the ‘Finamce Accounts’ some
more details of receipts are published. State budgets give fairly good details abont
receipts. Expenditure in all budgets is divided between revenue and capital accounts.
This distinction, however, is not useful for purposes of national income and economic
classification, and a further analysis becomes necessary. Expenditure on revenue
account contains pay and allowancee of establishment, contingent expenditure, grants-
in-aid and contributions. expenditure on original works and repairs etc. But very
often payments to temporary staff are made from contingencies and hence a thorough
analysis of contingencies also becomes essential. Receipts and’ expenditare under ~
" “debt heads are also separately available. Explanatory memoranda issued along with
budgets give additional data on certain 1mporta.nt schemes and items of receipts and
expenditure.

42.). Budget documents of municipal corporatious : These are more or
less on the same lines as State government budgets but give fewer detaila.

4.2.2. Budget Estimates/Annual Accounts of Bombay, Madras Calcutta
and Tuticorin Port Trusts : Only in the case of Madras Port Trast, dac for three
years aro available. In the case of other port truste, accounts are aviilable only
with a time lag of one year. The accounts are kept on commercial lines.

4.23. Statistical Abstraot, India: Data on income and expenditure of
municipalities and district local boards are collected by the CSO though the SSBs
and published in the Apnuoal Statistical Abstract. The latest returns, received in
the CS0 for publication, are made use of.

4,2.4. Annual administration reports of improvement trusts : These reporis
give some data on receipts and expenditure of improvement trusts and are available
with a time lag of one year. ,{""‘

4.2.5. Administration reports of village panchayats: Most of the State
governments bring out annually sdministration reports on the working of village
panchayats in States. Sometimes circle-wise reports for a particular State are alone
available. Thew are culiseved through the S8Bs. The reports contain some data
on the financial teansactions of village panchsyats.

428, For Reilways snd Communications, the sources of data have already
been discussed separatelv under these heads.

4.3. While important tax receipts in the case of all public authorities can
be scparsted in a satisfactory way, the details regarding non-tax revenue are insuffi-
cient for further classification. ‘Quite often sizable amounts are shown under miscel-
Janeous receipts and have to be elassified as such for want of details. This is especially
true in the cace of Central Government where amounts invelved are large and relevant
detaijls scanty. h
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4.3.1. Though hudget documents of public authorities give details of expendi-
ture on pay and allowances. purchase of materials etc.. in some cases, particularly
some port trusts and municipal corporations, these details are given for budget years
only. In such cases, details of actual expenditure are estimated on the basis of budget
estimates. Sometimes only Jump sum expenditures, without further details,
given. The breakdown in such cases has to be estimated on the baais of other a.vall-
able relevant data. In the case of municipalities and other local authorities, the
expenditure is generally given under specific heads, without necessary breakdowns
between wages and salaries. purchase of materials etc. The required breakdown is
again worked out on the basis of other relevant data or similar expenditure elsewhere.

4.3.2. Breakdowns of capital expenditure and expenditure on ‘repairs and
maintenance’ into wages and salaries and purchase of materials are also not available.
Wages and salaries are estimated using oertain proportions arrived at as a result of
discussions with the Office of Chief Engineer, Central Public Works Department.
Further, some of the capital projects are execated departmentally by public autho-
rities, while some projocts are given on ocontracts. No data on volume of works
carried out by contractors are available. Hence contribution, in respect of works
carried out by contractors is also included in ‘government administration’.

4.3.3. The available data relating to municipalities, district boards, local
b-ards and village panchayats are far from satisfactory because of incomplete ooverage,
Lirge time lag and insufficient details. The latest available data in respect of some of
the States relate to 1951-52. The CSO raised this question at one of the meetings
of the Central Council of Loeal Self Government, and attempts are now being made
by that body to reduce the time lag through the departments of local self govern-
ment in each State. The details of receipte and expenditure are not adequate for
preparing desired estimates, and hence use of certain proportions have to be resorted
to. Adjustments for time lag and under-coverage have also to be made. Break-
downs of capital expenditure by type or between outlay and maintenance are also
not ‘available and as such have to be estimated. :

4.3.4. There are certain’ﬁroblema in analysis and presentation of accounte
of government enterprises which make them different from other prirate enterprises.
For some of the activities which are claasified as ‘enterprises, completely independent
accounts (i.e. receipts and expenditure separa.tely) are not generally available and
even if available, they are not kept on commercial principles. This problem arises
-primarily in the ‘other departmental commercial enterprises’ where the receipts due to
this commercial activity are often shown along with other receipts of the department
in charge of the enterprise. Sometimes, under transport schemes for instance, data
on expenditure are not given in adequate detail and as such estimations are based on
available information in explanatory memoranda. .

4.4. Method of estimation : Contribution to national income from govern-
ment administration is conventionally taken as the total wages and salaries paid by
administrative departments of public authorities to their employees. Pensions and
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gratuities are considered as part of wages and salaries. In India there is no contri-
butory system of payment ‘of pensions and no current provision is made for future
peasion Jabilities; and since the currently accruing liability in respect of pensions to
present employees to be paid in future cannot be calculated with any degree of ac-
curacy, the pensions currently paid are treated as wages and salaries. From the reve-
nue expenditure of Central and State governmente, port trusts, municipal corporations
and improvement trusts, figures of wages snd salaries paid are generally available.
Where only lump sum expenditure is available, wages and salaries are estimated
either on the basis of other relevant details, if available, in the explanatory memoranda
on budgets or arbitrarily as one-half of totsl expenditure. In the case of other public
authorities, wages and salaries are arbitrarily taken to constitute eighty per cent of
total current expenditure; wage component of capital expenditure of all public
authorities is taken at one-half of eapital expenditure in the case of construction of
buildings apd one-third of all vther capital expenditure. These proportions were
arrived at as a result of discussions with the Central Public Works Department.
Expenditure on ‘repairs and maintenance’, when taken as current expenditure is
divided equally between wages and salaries and porchase of materials. For adjust-
ment for time lag and under-coverage, figures in respect of municipalities have been
inflated arbitrarily by 10 p.c. and those for district local boards have been adjusted
on the basis of grants given by State governments to local bodies, '

4.4.1. The following changes have been introducsd in the met',od of estima-
tion from 1958-59.
i) Wage component of capital expenditure is now estimated as 50 p.c.
of capital expenditure on construction of buildings and 33.3 p-¢. of other construction
works only instead of all other capital expenditure,

i) The method of adjusting figures relating to municipalities and district
local boards for time lag and under-coverage has been changed. It was felt that the
best available basis for adjustment would be grants paid by State governments to these
bodies. But in the case of most of the States, it is not possible to separate grants given
to municipalities from those given to district local boards as they are included under
a general head ‘grants to loca)l bodies’ without any further details. The available
data in respect of both municipalities and district local boards are, therefore, pooled
and then adjusted on the basis of grants psid by State governments. The arbitrary

adjustment of 10 per cent for municipalities has thus been discontinued. Further, -

wages and salaries are now estimated as B5 per cent of the total current expenditure
{instcad of the arbitrary 80 per cent) on the basis of the expenditures of municipal
corporations, for which data are available for five yeare since 1955-36.

iii) Travelling allowance, which waa included under wages and salaries
earlier, is now taken as purchase of materials and services to the extent it is separately
~ available.

iv] In the conventional series only railways under port trusts were taken as
enterprises, the rest being included under government administration. It was,
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however, felt that all activities of port trusts are commercial in nature and are as
such included under enterprises. Contribution to national income by port trusts is,
therefore, not included under government administration in the revised series.

5. CURRENT ANXD CAPITAL ACCOUNTS OF PPUBLIC ACUTHORITIES

5.1. AccountI: Current Account of Public Authorities {Adminsstration),
Table 13.2. The items on the expenditure side of this table are :

i} current expenditure on commodities and services sub-divided into:—
a) civil administration

‘ b) defence

ii) subsidies

iii) transfer paymeats

iv) surplus on current account.

Item (i) above comprises compensation to employees and purchase of ecommo-
dities and services from other sectors of the economy. Compensation to employees
comprises wages and salaries, allowances and other compensations paid to employees;
purchase of commodities and services comprises all purchases other than compensa-
tion paid to employees. Purchases for civilian purposes have been grouped under
‘civil administration’ and those for defence under ‘defence’. Expenditure on ad-
ministration includes cost of running schools, hospitals, maintenance of police forces,
roads etc. and also rents of buildings. No imputation is, however. made in respect
of buildings owned by government. Travelling allowances, to the extent separate
information is available, are also now included here. Purchases of commodities and
services from government by the other sectors are taken as a deduct item under cur-

rent expenditure.

5.1.1. Civil administration includes all departments of public authoritiee
except those included under "defence’. ‘Defence’ includes army, navy and air force
personnel, civilians employed by these three wings of the defence forces, and the em-
ployees of defence manufacturing establishments including ordnance factories. It
may be stated that, of late, the defence manufacturing establishments have started
manufacturing some items for civilian eonsumption also and as these cannot-be easily
separated, all such expenditure is alse considered under ‘defence’. However, recoveries
for work done for other government (civilian) departments is taken as reduction in
defence expenditure since 1958-59. Formerly, when such recoveries were not very
significant, they were taken as ‘miscellaneous receipts’. All the capital expenditure
for defence purposes except outlay on industrial development is treated as current
expenditure and is divided between wages and salaries and purchase of commodities
and services in the ratio 1 : 9 arrived at in consultation with the Ministry of Defence.

5.1.2. Subsidies consist of all current grants by public authorities to producers
and manufacturers, These include grants to large scale and small scale industries,
co-operatives, cottage industries, agriculturists and professional men like doctors
etc.
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5.1.3. Transfer payments comprise all grants from public authorities to private
imndividuals, households snd private non-profit institutions. These are unilateral
or unrequited payments, other than interest on public debt, made by public aatho-
ritiee which are considered to provide additions to the recipients’ incomes. These
are mainly in the form of grants to educational institutions, scholarships to students,
compensation to zamindars and refugees, donations to charitable and religious institu-
tions ete. An attempt was made to distinguish between current and capital grants
but dus to lack of specific information regarding the purpose or the type of utilisation
of the grants, the attempt was abandoned.

5.1.4. Surplus on current account : This is the excess of total revenue over
sotal current expenditure and is one of the sources of finance for capital formation.
This is also shown on the credit side of the capital account (Table 13.4)

5.1.5. The item appearing on the revenue side of this account are aa follows:—

5.1.8. Direct taxes, which may be described broadly as taxes on income and
ansets, consist of corporation tax, other income taxes and land revenue.

5.1.7. Corporation Tax includes all taxes on incomes of companies, corpora-
tions and capital levies.

5.1.8. Other income tares comprise all taxee on personal income. They
also include estate duty, agricultural income tax and urban immov :'ile property tax.

5.1.9. Land revenue comprises taxes on ownership of lei.d.

5.1.10. Indsrect {axes are taxee on expenditure, on goods a2ad services charge-
able as & buminess eost and on possession of various durable goods and use of certain
public eervices by individuals and households. This consista of customs duties,
excise {both Union and State excise) duoties, stamp duties, sal's tax and other taxes
and duties such as taxes on motor wvehicles, electricity duties, entertainment and
betting taxes. {ocal cesses etc.

5.1.15. Fees and miscellaneous receipts comprise all fees and miscellaneous
receipts of the government which are not in the nature of direct or indirect taxes.
Upto 1957-58, this used to be a heterogeneous category consisting of all receipts which
did not directly fall under the above two categories. It has, however, been found that
many items could be categorised separately and from 1958-53 onwards this group
has been broken up into three categories : (i) receipts analogous to indirect taxes
(u) sale of commodities and services and (iii) miscellaneous receipts. There are certain
items of receipts such as licence fees, registration fees etc. which are on account of
serviees for which there is no parallel activity outside the government and are in the
nature of a tax. Such receipts are now, therefore, treated as indirect taxes and
classified under the sub-group ‘other taxes and duties’. The item ‘sale of commodities
and services’ inaludes sale of goods produced in jails, products of experimental farms
and training centros under cottage industries departments etc. to individuals and
agencies cutside the government. The total expenditure on commodities and services
are now taken mot of such receipts. “Miscellaneous receipts’ comprise all the other
receipts which are not included in the other two heads and are now classified as fees
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and miscellaneous receipts such aa those received in educational institotions. hospitals
etc. and other miscellaneous receipts.

5.1.12. Transfer of operating surplus from current account of commercial
enterprises : This is taken from Account II. The surplus of departmental commercial
enterprises is shown on the credit side of the account as it is a part of the revenue of
the government.

5.1.13. Income from property consists of interest receipts and other receipts.
Interest receipts include interest on various loans and advances given by government.
Other receipts comprise of rents of housee, fisheries and other public property,
royalties, dividends on investments etc. It must, however. be pointed out that in
the case of the Central Government budget, the dividends from investments in most
of the enterprises are not available separately but are lumped up with ‘miscellaneous
receipte’. Tolls on roads are also treated as receipts from property. However, no
imputation for government owned buildings has been made.

5.1.14. National debt interest is a draft on government revenne and consists
of payments of interest on debt owned by government to other sectors including rest
of the world.

5.2. Account II : Current Account of Public Authoritics (Enterprises), Table
13.3. In this account ‘railways’ are shown separately as they are a major depart’
mental undertaking accounting- for nearly two-thirds of the receipts and expenditure «f
all enterprises. All other enterprises are grouped together under ‘others’,

5.2.1. This account which corresponds to the normal profit and loss account
of any commercial enterprises, presents the income from sale of products ete. ard :he
operating expenditures. The expenditure falls under four categories, viz. (i) pv.-chase
of commodities and services; (ii) wages and salaries; (iii) interest payments to private
sector through government (debt services) and (iv) provision for maintenance and
depreciation. The operating surplus on the expenditure side is the excess of revenue
over the total expenditure on the first four items and represents the profits of the
enterprises. This is transferred to Account I as an item of revenue.

5.2.2. Purchase of commodities and services includes cost of all raw materials
and other materials, stationery and stores and payments of rates etc. Payment
of rent, though negligible, is also included here. One half of expenditure on repairs
and maintenance is also taken ags purchase of commodities and services.

5.2.3. Wages and salaries are the same as discussed under railways dnd com-
munications (vide para 2.4). In the case of other enterprises one-half of expenditure
on repairs and maintenance is taken as wages and salaries.

5.2.4. Interest payment : Upto 1957-68, all interest paymemts including
those shown as capitalised items in the budget were shown under this item. From
1958-59 onwards, the capitalised portions of the interest payments (which are shown
in the capital accounts of the budgets} have been treated as part of outlay on the res-
pective projects and are, therefore, included in the capital account (Account III),
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The rest of the interest payments {which are shown in the revenue accounts of the
budgets) are included in this secount.

5.2.5. Provision for matnienance ard depreciation : The only enterprises
which regularly provide for deprectation are railways, communications. electricity
undertakings and road transport undertakings. For other enterprises which do not
make any such provision, the expenditure on outlay and maintenance appearing in
the revenue accounts of the budgets is taken as a measure of depreciation and included
under this item. (Vide also para 2.3.4 under railways).

5.2.6. On the revenue side of the account is shown the operating incorme
af the enterprises from sale of commedities and services. It consists mainly of gross
traffic receipts. work-shop receipts ete. in the case of railways and road transport;
postal and message revenue, telegraph and telephone receipts etc. in the case of com-
munications; sale of timber and other products in the case of forests: sale of water
in the case of irrigation and sale of power in the case of electricity and sale of commo-
dities and services produced in the case of the other enterprises.

5.3. Account 111 : Capital Accomnt of Public Authorities (Administration
and Enterprises Combined), Table 13.4. This is a combined capital account of
government administrative departments and departmental commercial enterprises
corresponding to Accounts I and I presented earlier. ': gives the eapita! expendi-
ture of the two ‘wings’ of the government (i.e. expen:iiture on capital formation)
balanced on the other side by the sources of finance for this expenditure. Since the
sources of finance are common for the government as a whole and cannot be
separated sceording to its use for capital expenditure in the administrative depart-
ments or in the commercial enterprises. this account ‘1as necessarily to be a combined
capital account. On the expenditure side, however. the capital expenditure is given
for the administrative departments and commercial enterprises separately.

5.3.1. Capital expenditure appearing under this account comprises all
expenditure on machinery, equipmeni, construction of buildings, roads and bridges
and other works. Defence capital expenditure {except expenditure on industrial
development) is treated as current expenditure and hence is not included here.
Expenditure for the development and conservation of natural resources is treated as
capital formation only to the extent it results in the creation of durable physical
assets. Expenditure on fire protection, eradication of pests and research which does
not result in building up of durable physical assets is regarded as consumption expen-
diture and is, therefore, not included here. The items appearing in the table are
explained below :

5.3.2. Under commercial enterprises, the expenditure falls under four cate-
gories, viz. (i) outlay (ii) renewals and replacements, (iii) net increase in stocks and
(iv) met purchase of assets which are further sub-divided into physical and financial
assets, '

5.3.3. Outlay: Comprises expenditures on all new constructions. purchases
of new machinery, major alterations and additions which increase the life of the asset
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concerned. All such exponditures are treated aa ‘outlay’ irrespective of whether they
oceur under ‘working éxpenses’ or under the capital account,

5.3.4. Remewals and Replacements: In tbe case of rallways, communications
and other enterprises which maintain Depreciation Reserve (or other similar) Funds,
expenditure on renewals and replacements is available separately. In the case of the
other enterprises, expenditure on ‘repairs’, if any, {e.g. under foreets) appearing in
the capital account has been included.

5.3.5. Net incrense in stocks . Includes changes in stocks of purchased
msterials, finished products and inventories held by enterprises. Upto 1957-58 the
expeunditure on etocks was being divided between ‘outlay’ and ‘maintenance’ in pro-
portion to the rest of the expenditure under these two categories. From 1958-59
onwards, this division has been dispensed with and the total expenditure on stocks is

shown separately.
5.3.6. Physical assets : Comprise mainly scquisition or purchase of land and

sometimes of other assete.
5.3.7. Fimancial assets : Comprise purchase of shares in private industrial
concerns including government companies and sutonomous corporations.

5.4. Under administrative departments sappears gross capital formation
which comprises capital expenditure by the government administrative departments
on buildings. roads, bridges, other construction works etc. Fixed capital formation,
net increase in stocks and net purchase of assets are given separstely. Upto 1857-58
such capital expenditure used to be presented under two heads, viz. ‘outlay’ and
‘maintenance’. Almost the whole of the expenditure which was being shown under
‘maintenance’ was for ‘civil works’ undertaken by the Centra! and State public works
departments and shown as ‘repairs’. The expenditure on construction under ‘civil
works' is shown in the budgets under (i} original works sub-divided further into
{a) major works and (b) minor works and (ii) repairs. On an enquiry into the exact
nature of these expenditures it was revealed thai the item ‘repairs’ which had been
taken to represent capital ‘maintenance’ was actually in the nature of some routine
repairs and maintenance including expenses on rates and taxes paid etc. It was
further revealed that expenses on major alteration and repairs and replacements
ete. were included under original works. Thus what was shown earlier as gross
capital formation was actually ‘gross gross capital formation’. It was, therefore,
decided, with effect from 1958-59, to drop the item ‘maintenance’ sltogether and to
retain the other expenditure as gross capital formation. The exact nature of the ex-
penditure under the different heads under “civil works’ is as follows: Original works are
divided into two categories ‘major works' snd ‘minor works'. “Major warks' are
all works with outiay more than Re. 20,000 on new construction, alterations and
additions to existing works and other works which represent a gennine increase in the
permanent value of the property as en asset. ‘Minor works’ are similar works which
cost Ra. 20,000 or lesx. Repairs inelude repairs to existing or original works, payment
of rents, rates and taxes etc. and also petty additions and alterations and special
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repairs costing Jess than Rs. 1000,-. The expenditure under repairs’ which is now
treated as current expenditure. is divided equally between wuges and salaries and
purchase of goods and services in the current account.

5.4.1. Net increase in stock included in capital forrmation comprises of (a)
works stores and (b) stocks of strategic materials like foodgrairs:. fertilisers, Steel etc.
held by government for policy purposes, The latter is taker from ‘capital outlay
on schemes of goverment trading’ appearing in the budgets of the Central and State
governments. In the budgets, all schemes of State trading are usually relegated to
the borrowing account by the creation of funds for the purpassz. only the overall
profit or foss being shown in the budget as receipts of the agricahiure {or other) depart-
ment, or as subsidy granted by the department. Prior to 1838-59. following the
accounting practice, this expenditure was transferred to the borrowing acconnt in
the analysis also. From 193838, however, this expenditure &= taken a8 net increase
in stocks.

5.4.2. Net purchase of asseta comprises only acquisition of physical assets.

5.5. On the revenue side of this account appesr the different sources of finance
for the expenditure on capital formation. They consist of {1} surplus on current
account {2) maintenance provision of commercial enterprises (3) net borrowing and
(4) foreign grants. ltems {§) and (2) sre taken from Accounts I snd TJ respectively
as these are available for utilisation towards capital formatiom.

5.5.1. Nel borrowing: Comprises net borrowing at home, net borrowing
from abroad and extra-budgetary receipts and adjustments for cash balances. Net
borrowing at home reflects the net position of the borrowing and lerding operations
of the government within the country; net borrowing from abruac similarly reflects
the position vis-a-vis rest of the world, Extra-budgetary receipis and adjustments
for cash balances mainly consist of net receipts of deposits ar-d advances, suspense
and remittances. In addition, the net balances. during the yeas. of the varions funds
administered and managed by government such as Central Boa-- Fund, Famine Reliel
Fund. Labour WeMare Fund etc.. net. advance to government servants and cultivators
and pet increase in cash valances of all the public authorities are also. included. -

5.5.2. Foreign grants : Comprise grants from foreign e-untries under various
aid programmes like C'cfombo Plan, PL 480 etc. Formerly tzi- was being included
under ‘net borras{ng” bt is now being shown separately. to di~zinguish ‘borrowings’
from ‘grants’ received.

5.6 The set of three accounts, prepared on the revised lines for 1958-59
and 1959-60 (preliminary). are presented in Tables 13.2 to 13.4.

57. Table 13.1 gives the contribution to national income from railways,
communications and governmuent ndministration. As discussed earlier the slight
fall in the rovised estimates relating to railways and governrment administration is
mainly due to the revisioa in the estimation of wage component of capital expenditure
apd exclusion of iravelling allowance.
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TABLE 121, NET NATIONAL OUTPUT

(At orrrat irioes) in 1w, ahjut
' revipod vatiniates convontional cetimates
sl or e wmr v e e b ke e e s e et mEe A o w—
10535-58 18956-07 105758 1908510 150 .du*  I1036-h8 1940 57 1957-564 1958-- 50 1901 -B1
h (2} (3) () {6} "y T (1] ") () {m
1. railways Q.8 2.5 2.8 dT.a 3.2 - a.n 2.8 3.2 d.0% 4.3
&, communica- 0.5 u.5 1 v.B 0.8 n.h o oA .4 0.0
tiona o
3. government
fervices 6.0 6.9 8.7 G0 7.9 ] LU 4.0 7.3 Lo}
{administra.
tion)
tabja = 100 crores == 1P : * Profiminary
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TABLE 102 CURRENT ACCOUNT OF PURLIC AUTHORUTIERE . ADMINIRUTHRATION

{ist curpont pricea). in Ra, ahjutt
oxpenditura _ 195850 1v50-60* rovonite LUBE-50 10304
H {2} 1) (4) (3) )
ctirrent expenditure on direct taxes an incomr
cominodities & aservices
I. eivil administration 4. 81 7.41 . gorpration tax .44 0",
2, defoneco 2,74 2.73 t, other inovme tnxes 2R Do
1. total 9,65 10,34 11, land rovonus ti R4 0, W
4. aubsidies .48 u.561 12, tatnl direot taxon .47 370 \
5. tennafer paymonts .60 1.90 L =
fi. total current exponditure 1h.63 12,75 indirect faxes g.
' =
AGving 13, customa 1.3% l.ao R
14, axcian 1689 NIIL] ~
T. murplus an curront necivnt 144 0,83 1A, atnmpm .31 (UK ]
b, wndom iy 1,248 1,452 w
17. othor taxes sl dutios 1. 60 Y 5
18, total indirect taxes LN H_NT o
19. total tax revonuo 1t.83 12,587 Y
20. foea and miscollaneous rocoipts 0. R7 0,75 B
.
tranafer of oparuiing aurplus from ourrent a
accouny of rommercial enterprisna
2E, railwayn 0.2 0.35
22, others. ‘ 0. 20 L8
23, total u. 48 .53 \
income from property QI.M
24, intorest roveipta 040 0, 42 ~D
25, other receipts 0.2 0,2
28. totul incomo from propoerty 0, i) 1. 6o 1
27, leex national dobt interost — .04 — ). D
8. tota) 12.92 v3.568 24, total ' 12,02 13.68
- —
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TABLE 13.3.

CURRENT ACCOUNT OF PUBLIC AUTHORITIRS : ENTERPRISES

(at cucrent prioss)

irs Ra, abjay
expenditure 1958-0 108D, 80 revenus 1968, .40  19590-00"
{1} (2) LEH (4) 15) i8)
purchaas of commodities and
services from other onterprisss sals of commoditiss and services
1. ralilvwnys 0.05 1.08 17. milwnys 3.08 4.28
2. others .70 a.78 18, others 2.38 2.62
3. total 1.65 1.82 19, total 4.34 6.78
wiges and salaries
4. railwayn 1.86 1.9
5. others 0.99 1,64
4. total 2.85 z.95
snlercat payment £o privals secior
through povernment (debl servioes)
7. railways 0.44 0.49
8. others 0.32 0.34
9. total 0.76 0.8
provision for maintenance and
deprecialion
10, railways 0.45 0.45
11. othors 0.17 0,20
12. total 0.82 0.63
operating surplus
13. railways 0.206 0.35
14. othoers ©.20 0.18
18. total 0.40 0.83
18. total 6.3 8.78  20. total 6.3 8.78

Yabja = 100 crores = 10¢#
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..—.«rwrm“ 13.4. CAPITAL ACCODUNT OF PURBLIC AUTHORITIES : ADMINISTRATION AND ENTERFRINES COMBINED

(st rurrent prices)

in Ra. abju$

oxpetdilure 158--50 1959-a0* rOVBNUe 185838 LGB *
{t () ) {4) (8} ]
comercinl enierprises '
I. capital outlay 2.8 3.9 11, surplus on eurrent account 1.28 ¢.83
2. renewals and replacements t.10 0.97 12. mamtenance provision : .
3. net inceeade in atocks P —0.21 uommertial enterprison 0.6 0. 60
4. net purchase of asgets i3. net horrowing 0.23 B.48
= &) physical 0.0l 0,01 14, foroign grants 0.14 0.1
] b) financinl 2.4 0,868
5. total 6. 4.82
adminiatmtive departmenia
6. groas eapitel formution 1.¢0 .40
7. not incroase in stocks 0.18 018
8. net purchase of aescta —0.04 -4.00
9. total 2.048 2.63
10. total - i 8.32 7.35 165, total 8.32 7.35
Unbyn = 16{} erores == Jipe *Preliminary
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