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BEHAVIGOUR OF INCOME SHARES IN A DEVELOPING
ECONOMY = THE INDIAN EXPERIENCE#

by
BAKUL H. DHOLAKIA**

I

Ever since David Ricardo advanced hie celebrated hypothesis that
*in differsnt stages of society thé preportions of the uwhole produce
of the earth which will be allotted to each of these (three) classes
under the names of rent, profit and wages will be sssentially different”,
gsconamists have all along shown a keen intersst in observing and analy-
sing the bebaviour of the distributive shares in different economics
passing through the various gtages of economic development, Thus, a
number of theories using a variety of approaches have been propounded
and various hypotheses have been advanced, the most striking among
them being the famous hypothesis of the so-called "historical constancy®
of the share of wagss in national income.? However, despits its long
history, the thinking on the subject does not seem to bs converging to
gven a broad consensus of opinion about the behaviour of income shares
among the majority of scholare in the field, and to that extent one
does fesl that "the theory of income distribution is (still) in a high-
ly unstisfactory ang controversial stage."™3 (One of the main reacons
behind this lies in ths fact that most of the theorieing on the- functi=
onal distribution of natiocnal income as well as the empirical analysie
of the baghaviour of income shares-has centersd around the advanced
countries, and there too, kegping in view only their more recent exper-
ignhce of the last hundred years or so, Thus, we find that in most of
the theorstical or empirical studies, the classical system of thres
factor shares in replaced by the two-fold division between the labour
incomg and the income eccruing to all other factors, loosely called
the prof.rty income., Moreover, the snalysis is generally conducted
at the highest leguel of aggregation, viz., the economy as a wholej and
whenaver a more dstailed analysis at a disaggragated level is attemptad,
it is more in the nature of an inter—industry analysis rather than tha
one dealing with the broad sectoral pattern or inter-sectoral relation=
ships say between the primary sector on the one hand and the secondary
and the tertiary cectors of the economy on the othaer. Wwhile this app=
roach may perhaps be quits appropriate in the case of the advanced
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countriss, it becomes highly unsatsifactory when we are considering the
case of an underdeveloped country where the process of rapid economic devels
pment has alrecady started, becausc in the advanced countries agriculture
as a sector and land as a factor of production are both relatively un—
important in terms of the contributicn they make to the naticnal incoms,
whereas in the case of the underdeveloped countries both of them are quite
important at least in the initial stages of development. Moreovar, the
obvious difference in the nature and form of economic activities betwsen
the two breoad sectors, the presence of sconomic dualism in most of the
underdeveloped countries gensrally lead to a considerable differance in
the pattern of income distribution in the agricultural and the non—agri-
cultural sectors, The process of rapid sconomic development is expected
not only to bring about a significant structural transformation of the
sconomy with respect to the nature of economic activitias, but also ge=
nerate through increased capital accumulation and dissemination & spread
of modern tachnology significant changes in the broad pattern of income
distribution within each sector. Thus, on s priori grounds, it aopears '
that a changing pattern of income distribution is more likely to be
associated with the procsse of ecocnomic development at lsast in its early
stages. It should thersfores bs rather surprising to find a relatively
stable and historically constant incoume shares in an underdesveloped
country passing through the early stages of development. The widsly
discussed "rslative cunstancy" of incume shares moy bs a characteristic
featurs of the advanced countries, but it is perhaps not so much relavant
g0 far os the underdeveloped countries are concerned in as much as both
the existing pattern as well as the behaviour of income sharss in the
latter are likely to be quite different from what may be found in the
case of the furmer, Since very feuw attempts seem to have bsen made to
edamine the pattern of income distributiun in underdeveloped countries
and cumpare it with the expericnce of the well-develuped countries, it

is nut possible to test the validity or otherwise of -this cuntsntiun
directly. The main purpose of the present study, therefore, is to wo ok~
out the detsils of this basic contentiun by suggesting some plausible
tentative hypctheses regarding the level as well as the trends in
relative income shares in the agricultural and the non=agricultural
sectors in o developing cconomy in the light of the experience of the
Indian economy during the first two decades of its comparatively rapid
gconomic developmant. )

11

Since the prupcration of the estimates of national incoms bx factor
ghares has not so far soon attemptec in India om an of ficial basis, for
the purposs of our analyeis, we have to-rsly exclusively on the attempts
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made by individual research werkers in this dimection. Though it is
possible tou cumpile from the available literature on the subject vari-
ous sets of emtimates mads by different zuthors at different dates,

the main difficulty with such a collection is that the sete of astimates
which it contzins cannot be regarded as even broadly comparable bescause
they make use of diverse date, are based on different methods of esti~
mation and generally relats to different points (and in some cases small
periods) of time.?

Moreover, most of the sstimates relate to a single ysar only and
make use of the Conventicnal Series rathsr than the Revised Series of
natiznal incomg zstimates for India. And, apart from the obvious
shortcomings arising out of a serious dearth of even the minimum necese=
ary data on related aspects of the economy, the major limitation of
these setimztes, which considerably reduces thsir direct usability, is
that they by and large presunt a thrsefcld breakdoun of nationzl income
into wages & salzries, propsrty income and income of the seglf-smployed.
Now, it is obvious that this typs of classification in effect follows
the statistical basis on which the estimates are compiled and hence
Telctes to various types of income distinguished more by their insti-
tuticnal suures than by their functional category with the result that
such br=akdowns do not correspond at all to the theorstical concept of
distribution of income among the factore of production, While it is
clear that the breakcown of the mixed income accruing to the sglf-
employed perscns intc the functional categuries of pure labour income
and pure property income (including profits) would invariably requirs
a good deal of imputation on indirect basis and wouldy, to that extent,
pecumg quita sensitive to. the asesumptions underlying the method of
imputztiuvn, it is parhaps ingvitable from thg ouint of visw of any
analysis of the functional cdietribution of inceme as such, It ig there~
fore quite commun to find seaveral attempte made in the advanced Western
countries tc estimate the purely functional breakdown of their natiuvnal
incume <N tha basic of some plausible assumptions regarding theg ‘purc
lapour incoms componznt'! of the income of 'unincorporated enterprises.'S
Howgver, in the case of Indian ecunomy. cnly one attempt seems to have
bzenh made sc f2r to =zctimate the factor shares corresponding toe pursly
function2l categoriss of labour incume, land income and capital income
on the basis of a fairly detsziled analysis of factor shares in each of
the fourte=-n sectors distingueihed in India's official naticnal income
accounts,b Fcrtunately, it alsu provides s breakdown of incume orgi-
nating in the agricultursl and the non=agricultural sectors separately
into three differcnt categories of wages and salaries (purs labour
share ), rent (pure land share) and profits inclugding interest (purs
capital and entreprencurial share) for a feirly long period of two deca-—
des (194B-49 to 1968-69), Our present analysis is therefore based
exclusively on thgse estimates, which are presented in Appendix Table 1.
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Since any given set of time series datz on income shares may show
Bither short=term fluctuatiuns or a systematic long=term trend or both,
we can distinguish the following four possiblc alternative situationss

A. The relative share of a particular factor may be variable
(fFluctuating) in the short rum, but it may be constant in
the long rung

8. The share may be variable in the short run and may be eithsr
rising or falling in the long rung

€. The share may not indicate significant variation in the short
run but it may shouw a fairly steady time=trend (either upward
or duwnward) in the long=runj and

D. The share may show neithar any significant variation in the
ehort run nor any strong time~trend in the long run,

The first thing that we should wxamine therefore is the behaviwour
of income shares in the agricultural and the noum~agricultural ssctors
of the Indian ecconomy from the viewpoint of calssifying them into ong
. of the four mutually exclusive categories distinguished above. We
have applied the wellknown statistical techniquasrs to test the oxtent
cf variability and tho significance cof time~trend in the estimatszd
serigs of income shares. Thus, Tably ] shows the r nge and cusfficient
of variaticn while Table 2 brings vut the time~trends implicit in ths
serigs of factor shares in agricultural and nhom—agriculturzl ssctors,
A number of iptcresting cbservatiuns regarding thes behaviour of income
shares in I'ndian econumy can be mads from these two tablss.

In the firest place, it is svident from Table 1 that the couefficient
of variation for as many as seven out of the nins serigs cunsidered
here turns cut to be mors than 5%, and the overall rangs of variation in
relaticn to the mean value turns out to big more than 10% in cight out
of the nine cases., Whils it may be felt that 10% need not be regardsd
as a very high oroportiun fer relative range, we must louk at the figu-
res in the context of the broad consensus of upinion about the extent
of change in, say, labour share that may be rsgarded as substantial or
significant, Thueg, for instance, an increase or decrease in the labuur
share from say 70% tou BOE or 60% over a period of three to four decades
would be regarded by most econumists as a fiarly .substantial change,
i.e.y 2 change cof the prder of about cne=seventh or one-eighth of the



mean value represents a-.significant change so far as the time seriss

of a pariticular factor share is concerned. In view of this, a relative
range of 10% ever a operioc of two decades, which implies that between two
given points of time falling in the period under congideration the
factor share varied by more than one~tenth of tis average valus over
the period as a uwhole, appears to be significant enough for us to com=
‘glude that the particular factor share wes variable at least in the
short run, It is interssting to note in this connesctiofg that on the
whole the year showing the peak value turns out to be about 42 to 14
years apart from the year indicating the lowsst valus observed during
the period under consideration, On the-basis of this criterion, uws

may therefore observe that borring the solitary case of labour share

in the non~agricultural sector, all other seriee of factor shares
showed significant variability 4in the short run,

In addition to this, it is also gquite evident from Jable 1 that,

(a) among the three income shares distinguished here, the
share of land has shown the highest degres of relative
variability while the share of labour hes shown a lower
degree of relative variability as compared to both land
sharec and capital shares

) both labour and capital sharcs have shown a greater rela-
tive variability in the agricultural sector than in the
non-agricultursl sector during the peried under consider=
ation, the difference being remarkable particula ly in
the case of the labour share,

The firet of the tuwo obvicus tsngencies observed heore can be
gxplain.d in terms of the behaviour of income shares during the per-
iods of recession cr boom. The zvailable svidence shows that the
labour share generally shows a pronuunced anti=cyclical movement?
largely on account of the so=called "Capacity Effect®, and the "Lag
Effect."®  dovauer, since o given absolute changs in the labour
share would bring about an oppcsite change of the same magnitude
in the property share, and esince the share of labour is generally
greatsr than the share of capital & land, it follows directly that the
relative validity (i.e., absolute voriation as a proportion of the
average vzlue of the specific income share) would be much lower in
the case of the labour shore than uwhat may be found in the casg of
capital or land.



The other tendency observed above czn be explained in terms of
the high degree of irregularity of farm output. In an underdevelopad
country like india, the fluctuations in farm output arising out of
the irregular and random behaviour of monscon are generally for more
severe than the fluctuations in the output of the non-agricultural
sector arising out of the cyclical behaviour of aggregate demand or
the crucizl raw material supplies,

Having obssrved that most of the series of income shares show
short=term variability of different degrees, we may now examine the
underlying time-trend, if 1y, in each of the nine series. In Table
2(A), the quinquennial averages of income shares have been presentcd
on the assumpiion that the movement of such averages over a given
period of time would bring out morz explicitly the underlying long=-
term patterns of movement of the sharee in as much as they would be
intrumental in eliminating the essentially short-term cyclical comp=-
onent of the observed variation. On this assumpticn, it appears from
the figures given in Tablg 2(A) that almost all the series (with ths
only exception of cepital share in the agricultural sector) show a
fairly steady.-and marked time=trend over the period under consideration.
The alternative method of regression analysie = the results of which
are present=gd in Table 2(B) ~ z2lsc corroborate this conclusion, The
regression coefficignts of time have turned ocut to be statistically
significant at 1% level of significance inm,as many as eight out of
the nine cases cunsidered in Table 2(8), The more interssting part
of the conclusion, however, lies in ite details. Thus, we can rsadily
notice from Tables 2(A) and 2(B) that,

(a) the share of labour shows a marked upuward trend in
the agricultural sectcr and a somewhat less pronounced
but fairly steady downward trend in the non—agricultural
sector, both being statistically significant at 1% level;

(b) the share of land has steadily declinsd in both the
cectorss the estimated average rate of change with respect
to time beging about 0.38 percentage points psr annum in
the agricultural sector and about 0.12 percentage points
per annum in the nun=agricultural sector during the period
1948~49 to 15968~69;

(c) the share of capital shows a marksd upward trend in the
non=agricultural sector while it does not reflect any
systematic time=trend in the agricultural sactor, the
regreession coefficient being negative though statis—
tically insignificant in the case of the latter;



(d) so far as the economy as a whole is concerned, the
labour share and the capital share show a significant
upWard trend while the land share shows a pronuuncecd
and highly significant downward trend over the periocd : .
under consideration,

On the basis of these observations, we may now classify the
various series into the four categories mentiuned above. Thus, it
appears from the analysis of the behaviour of income shares during the
period 1948—499t0 1968-69, that seven of the nine series bglong to
the category B, while of the remaining two, viz,, labuur share in the
non=agricultural sector and capital shars in the agricultural sector,
the furmer belongs to category C whils the lattsr belomgs to catsgory
A. If ws adopt a twu=fold division betwe.n labour share and nun-—
labour or prooerty share, than the abuve analysis points to an inter-
esting conclusicn that while the bruacd pattern uf income cdistribution
in the sconomy 2s a whule is systematically changing in favour of
labour, the beghaviuur of factour shares within the agricultural vis-
a~vis the non=agricultural sectors uf the ecunumy seems to be divergent
showing movemsnt in opwosite directions rather than undform showing
the same broad pattern of change.

Iv

Four basis hypothecses which @mergs from the analysie of the data
relating to the Indian sconomy presented in Table and Table 2, dessrve
special mention and parhaps a detailed analysis if we are bo make any
attempt a2t formulating sume broad generalisations regarding the beha=~
viour of incume shares in a developing country passing through the
"take=off stage. " of econcmic development, These hypothsses ares

1+ The share of labour would be cunsiderably lower in the
agricultural sactor as cumpared to the nomagricultural
sector . in an underdeveloped cauntry,

2, The share of labour in the non=agricultural sector of an
underdsveloped country would be considerably lower than
its cuunterpart in an advancecd cuuntry,

3. The share of labour in the agricultural scctor would be
steadily rising in a cdeveluping ecunumy,

4, The share of labuur in the non=agricultural sectcr would
show a muderately declining trend during the early stage
uf cdevelopment, and a rising trend during the later stage
of devslopment.
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While the validity or othzrwiss of sach of these hypothesee can
always be challenged on either thsoretical or empirical gruunds, uwe
feel that the abuve hyputhesec are perhaps the most plausible once to
advance even on purely a priori groungs,

Thus, for instance, we may argue that in an underdeveloped country,
the share of labour in the agricultural sectoer is likely to be consi=~
derably lower as cumparcd to the one in the non=agricultural sector
un account of a number of factors, In the first place, land as a
factor uf production continues tu have a much greater impurtance in
the total factor input in the agricultural sector in an underdeveloped
country, while it ha# practically very little rule to play in the non—
agricultural sector., Secundly the productivity of labour in a tradi=-
tional underdeveloped agricultural sector is very low on account of
the primitive and backward technology and the widesprsad unceremploy=
ment esspecially among the self-employed perscns, Thirdly, the rate
of return on capital in relatiocn to the wage rate is likely to be
higher in the agricultural sector as compared to the non~agricultural
sector in an underdeveloped country on account of (a) the acute scarcity
of capital in relation to labuur and land frequently making capital
a rativned item in the agricultural sectory and (b) a relatively large
element of risk assuciated with investment in agriculture in an under~
ceveluped country uwhere the proportion of irrigated area is gsnerally
very low and where agriailture is therefore subject to all the vagerioa
cf weather, And finally, the existence of technulogical dualism bet-
ween the agricultural and the non-agricultural sectors and 2lso the
presence of a more organised labour market in the latter accounts for
a much wider gap between the productivity in the two sectors on the
onag hand and a much cleser relationship betwsan th- wage rate & the
progductivity in the latter as comparec bo the furmer, on the other
hand.,

A more or less similar line of argument can be adopted for come
paring the labour share in the non-agricultural ssector of an uncder=
developed country with its counterpart in an agvancec country. More
specifically, however, we can argug that in an underdsveloped cuountry,
gven within the non=agricultural sectur, thers exists a cunsiderable
part that is unorganised, suffering frum underemployment and oparating
with a very low level of technology. Furthermore, low capital format-
ion propurtiuns in underdeveloped countries account for the cunsider—
ably lower levels of capital intensity in their noragricultural
scctors as comparecd to the highly capital intensive manufacturing
sectors of the advanced industrialised cuuntries, Another important
faster is the cifference in the basie structure of the non=agricultural
sector existing batween an uncerdsveluped and a cdeveloped country.



The nun—agricultural sector in thg former is dominated more by ths
commucity procucing ang the commodity banmcling secturs while the same
is at least eoqually -ominated by the service sector in the latterg
and in as much as the ehare of labour is very high in the servies
sector ss coemparce tL the meénufacturing sector, the share of lahour
would ce higher in the latter than in the former even if all cther
things were more or less similar in ths tuo types of countries, All
these facturs cuupled with the lcw dogree of skill formaticon and the
congeguent low pruncrtion of skillec workere account for rclatively
low levels of the retii of wagss to profite in the underdeveoluped
countries azs cumparac tu the advanced countrise,

Once we accueat that the abeulute levels of labour share are in
gensral lower in both agricultural and the nun—agricultural sectors
in an undercdeveloped country as cumoared tu an advanced cuuntry, and
that the labuur share within the =2gricultural sector ie etf1l lower
than that in thus num—agricultural sector, it fullows in view of the
relatively much greater importance of the agricultural sector in the
formar, that the ov.rall labuur share is likely tou be counsiderably
lower in the former than in the latter. This also suggests almust
simultaneously an cbvious correliary that the overall share of labour
must be stearily rising during the scurce of rapicd sconumic devolop=
menNt. Alternatively, this impliss that the share of labour is most
likely tu show 3 significant upward time=trend in a dsveloping econcmy,
This tendency would be dus primarily to the curresponding tendency of
the labour share tu rise in the agyricultural sectur in the garly
stagos of devslupments and it wuuld be due orimarily tu a similar ten=-
dency of the labour shars to rise stsadily in the nom—agricultural
sector during the later stages of devslopment. And, of cuurse, this
primary tencdency will be reinforced by the continuuus process of
structurzi transformation of the scuncmy in whigh the relative impor=
tance of thz agricultural sector gosg an fiminishing as the scuncmy
nossss thr.ugh the various etages of growth,

It is interesting tc note in thie connecticn, that the Ricardian
Model fealing proimarily with the =2gricultural sector implies that the
share of labour Will stearily rise a=s cutput expands. Although we
du not suggest that ths Ricarcdian Murlel as such is applicable to the
cevaluoment of the agricultural eector in an undercdeveluped cuuntry,
the striking similarily of our conclusicn wit® the one implicit in the
Riecardian Model nseds to be sxolained espzcially becauss the similarity
uf the cunculsions, as is oftun ths case, does not imnly similarity
5f apnroach or recsonina. Ricardo bassd his mzin argument on the
nromisse of = given real wage rate closc to the subsistance lewel
zn€ 5 given technology buth remaining unchangsd Furing the source of
cevelupment) implying historically diminiering returns, and
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arrived at the obvious conclusiun that the share of labour goss on
rising ( and the share of capital goes on 8alling) during the course

of development because as the agricultural sector expands, the average
product of labour goes on diminshing while the resal wage rate remains
constant, Howsver, the avaialble empirical evidence for a country

like India}o does not lend any support to the basis postulates of the
Ricardian Modal. Thus, we find on the basis of a detailed analysis of
the growth of the Indian agricultural sector during the period 1948-48
to 1968-69, that, the average real wage rate has increased albeit
moderately, the technology has changed albeit sluggishly and the
capital intensity has alsc increased albeit slowly. UWhat has happened
actuzlly is that the average real product of labour has ebtzwn only

a small incresase while the re.-l wage rate has increased at a relatively
fastsr rate. Thus,it is quite plausible to assume that during the
process of development especially of the agricultural sector, ths effuct
of diminishing returns to labour arising out of the given supply of land
would be effect by the land saving techniczl progress and a steadily
rising levzl of cepital intensity with the result that the share of land
would steadily fall while the sharz of labour would steadily rise as the
agricultural sector expands.

Finally, tu cumplets the analysis, we magy Now examine the develop~
ment of the nomeagricultural ssctew. The crucial variable in this
sector appsars to be the rate of investmsnt, in as much as it is this
factor which undergoee a radical change during the period of transition
to the take off stage of gruwth, It is communly observec that during
the initial period of dsvelopment, the ratio cf investment t. inc.me
gsp=cially in the non—agricultural sector increases steacdily in the nun=
agricultural sector increases steadily and more than doubles itself
over 2 perioc of atout two decades Or st. This phenomenun couplsc”
with the fact that the non=agricultural sector in 2 devasluping country
bears at least some brouad resemblanmce tu its cuunterpart in the advanced
countries suggests that we may agopt the well known kaldorian type of
model to analyse the behaviour of income shares in the nun=agricultural
scetor in an underdevelosed country passing through the early stages
of repid ecuncmic cdovslopment, The Ingian experience during the period
1948=49 to 1968~59, at least lesnce a support to Kalder's hyocthesis
that a relative share of propsrty income wuuld be directly related to
tho proporticn of total income that is invested.1? Kaldor postulates
the fulluwing relatiunship bstuween P/y (relative share of property

income) and I/fye

P . I - Sy
Y S“'S o-Y— -—_—-———- .
0~ Sy 578,
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YWhere 3p and S, are the given sropensitiss to save of the profit-
earners and the wage=—earners respsctively. On the assumption that
is substantlally hﬁgher than 5, and that both remain cunstant whom
I?y changes, Kalduo zrgues that P/y would bs firectly relatod to 1y,

We have «stimated the coefficient of currzlaticn between P/y and
I/y fer thou non=agricultural sector by using the data available from
the same suvurce frum whers we have ubtained the datz on income shares
and it turns out to be + 0.B260 which is highly significant,

Thus, it seems quite plausible tc pustulat. that during the early
stages of development,; a significant rise in the ratio of investment to
income would raise the share of pruperty incume and in turn lower the
share of labour in the nun=agricultural ssctor, However, cnece the
raic 1/y reaches a fairly high level and more or lass stabilfgess there,
the structurzal ehanges within the num—agricsltural sector woule starc
dominatings anc the rapicd c=®Wpansion of the tertiary sector and the
incressing skill=-compusition of the working force within the non=agri-
culturzal sector would lead tc an upward trand in the shara of labour
that would continue cduring the later stages of devslopment untill the
ccunomy gets sufficiently diversified an¢d reaches the advanced stzge of
develcpment, Bt seems, therefors, that during the initizl stage it is
the behavisur of P/y as it will more than offset the effect of an
internal structural change which at any rate would be slow initially,
And, then in tho latgr stage; Ghe growing imnortznee of the tertiary
sector with an increesing guality of lasour would take over as the
rativ 1/y stabilizes at =z high lcovel,

v

The final conclusion which emerges from all this analysis is
cbvious. Accorcding tu cur analysis ~resented Jbauu, the overall shars
of labour would be steccily rising in o meveloeping cconomy (gven if we
consider the labuur share after exclucing the cuntributiun of the govern—
ment which by r~sfinition consiste of sm2loyse comncnsation only ), though
the main fzcturs that account for this ste2r-ily rising overall tranc
woule be ciffergnt curing the cifferent stases of development, It is the
riging share of labzur im the asrticultural sector that will establish
this tendency in the early stage, and the rising share of lsbour in
the non=agricultural ssctor would perbztuate thie tendency in the later
stage with the ciminshing impertonce of the agricultural sector exers
cising a steacy reinforcing influsnce all al.ng the course of rapic
cconumic cevelopment,



Variability of Ingome Shares in Agriculturzl ang

Non=Agricultural Sectors, 1948=-49 to 1968=69

Mean Stangard Coeffi- Rangs Range as
i ) value Deviaticn cient of (Per- a propo-~
NCuls . . N .
Sectcr/share (per (Percun= Variation centage rtion of
cent) tage (Per cent) puints) Mean Value
points) (Per cent)
=3
Agricultyral
Sucturs - _
Labour share 55,43 3.82 6.89 14,72 (13) 26,56
tand share 29,31 3,06 10.44 11.47 (13) 39,13
Canital shars 15,26 1.05 6.88 4,74 ( 2) 31,07
Nun=Agriculturzal
Sector®s
Labuur share 66.05 1,05 1,55 3.77 {14) 5.71
Land share 2,63 0,73 27,76 2,25 (20) B5.55
Capital share 31.32 1.567 5,33 5.28 (14) 16,85
All Sectors* ¢
Labour share 60.10 2.00 3,33 7,75 (13) 12.9%
Land share 17.43 2445 14,06 8.617 (13) 49,40
Capital shars 22.47 1,15 5.12 4,01 (148) 17.85

# Excluring Ownershi- of Dwellings & Real Lstate and Public
Administratiun & Defencec.

Notws Figures in brackats incicate the distance {in terms of the number

of yuars) botween the two puinte of time showing respectively the
highest anc th. lowest value of the curregspunging factor share.

Sourgcg: Appencix Table 1.
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Tabls Z(A)

Trends _in Income Shares in India = Movement of

Quingyennial Averages, 194B=49 tc 19869

1948=49 to 1953-54 to 1958-59 to 1963-64 +to

Sector 1952-53  1857-58 196263 195869
Agriculture:s
Labour share "53.55 52,76 55.3% 59,28
Land ghare 31.21 31.86 28,86 25.99
Capital chare 15,24 15.35 15.78 14,73
. .
Non=Agriculture ¢
Labour share 57,23 55,55 55,47 65.13
Land share , 3.55 3.00 2,35 1.77
Capital share 25,22 30,45 32.18B 33.10
All Sectorgt®
Labour share 59,21 8, 50 59,57 51,95
Land share 15.77 1¢.,97 16,71 14,79
Capital shsre 21,02 22,13 23,32 23.25

# Emcluding Ownershio of Dwellings and Real Estate, and Public
Administraticn and Dzfence.

Notg: The figures indicate the cimple averages of annual percantage
distrabutiun of Net domeetic -roduct during the specified periods.

Source* Appendix Table 1.
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Table 2(B)

Trends in Income Shares in India = Results of
Regression Analysis

Regression Coeffi= Loefficient
Depsndant Cosfficients cient of of Deter=
Sector Variable Constant Cosffi- Currele= mination
. tion
T eTm cisnt of
time (r) (2)
Agricultural Labour 50,8590 +D.,4121% 40,6697 0.4486 -
Sectors share (0.1022)
Land 33,4545 =0,3766% =0,7538 0.5834
share (0.0712)
Capital 15,6467 =0,0355 ~0,2103 0.0442
share (0.0370)
Non=Agricultural Labour 57.5236 =0,1341% ~0,.7541 0.6306
Secter M@ share (0.0229)
Land 3.3014 =0,1160%* =0.5914 0.9825
share (0.0034)
Capital 20.5749 40,2500+ +0.39274 0.6501
share (0.0225)
All Sectors @@ Labour 57.8997 +0.2000% 0.6209 0.3855
share (0.0565)
Land 21,1672 =0,3359# -0.8592 0.7383
share (c.0453)
Capital 20,2335 40,1350 +0,7580 0.5746
share (G.0252)

* Sigpificant zt 1% leuel

@2 pycluging Ounership of Dwellings & Real Lstate and Public Administratior
& Defence.,
Notes Figures in brackets incicate the standard srrors of the estimated

coefficients,
Source $¢ Appendix Table 1.




‘hLEL *mpnaeg fasnny Butystygng

surtuedwn] Ponng  SBTOUT UT 4amaldg OTwhundl Jo s1oanng Ayp teTyeT Yd *H TnMeg mauualw

20L749(Q R USTICIFSTUTWOY OTTQNd Pue Aje3sy {eay ¥ sbutiremg 4o dTysiaumy BUTSINTIXI *

AW lg*gl L'lo nteg 12=0 SP°GG w3yl LL*rz {ahv]e 6o~T061
A/ 95°%¢el 5°09 05°ze cGtL GG*GS 62°Gh v0* 92 LG5S Qc-Les L
ez 95°z1L 1¢*55: AN Lut b 1231 ne*zi FARAS 62°G9 Li~486 1
vL°ZZ LLtzl ay*vg gn*ee rLel 6L°GG el nL*gz peoge LGmGCr L
LS*VZ nevcl €0°9g Lz e £G°1 0 pe vz Ll 6607 LLege So=bigl
(1Al 7 Lgopt €0 Ls £6°CE o'z CE*wS L7*Sl Lrt sz 90° 3% PU=86G L
s[4 zo*yl ls*tg rg°ze 0oz Lg*5q 62°GL 5L G2 Se° LY CC-ZCET
96°¢2 Ly*cl LG5 5L°2¢ €z°z S6° Y8 1221 26°77 vL* Y8 FARST R =R}
5G*¢Z i Ll on*e g0*z¢ 582 LG58 6y°ul GE*G2 75°Ls Lg=cac L
6L°22 LS*SL 1= cLeze Ls°z 6£°99 pee 5l r A4 gipgels No=GSE L
£5°22 5Z*0L b AR peeLn L6°2 60°95 l6°sl Z8°0¢ 9L*gs G5=0561
a0°zz Lz*sl LetLo z0°Lg "ZLZ LZ2°9% peepl oL LL®Lg TG=1661
oL*zz . ve'sl LG LS ogtle 20°¢ 89°5¢ alcol £gze 62715 LS~256 1
0s*zz - vyiol L0 ot*le 26°2 nn*se 677l zlze 69°2S 9S-GG6 L
00°2ZZ: sz'cl L9°7G 94°62 LL*e ¢L*LY £5°5l v0°¢s AR GG~7GG L
FAIYA LZle FASRUAS vL*6z . vZ°% LS*LS GL Gl G9'¢e LG*0S 7G=-€56 |
Zct02 gecl GLeS P0°GE zl°g 78 LS Lnvl rAZANRS LLrga €G-Z56 1L
Lg*Lz slecl 6865 gl*ng ° z9'e 5Z° 99 9g° 5l Lz*0¢ Sy pS Z26~Lls6l
95°07 z29'61L z0%65 9g°* 1z lLeg £h*L9 L& vl vL°ag 69°%S . Lg~0GA L
gp°0z Ly*0z 53934 vtz z5°¢ L0099 L5°SL RYAFAY cL*zs 0S-6v6 L
vZ°'lz 6z°02 Ly 05 §9°6Z 6L°¢C 95° 99 el L8°1g 6L°25 6v~8¥6 L
(0i) {6) (9) (&) (9 (S) (v) (©) (2) (1)
TE3TCED puE annge’ " It3tden pue’ innqeq TesToR) pueq anoqen
40 PIeyS§ 40 AIcyg Jo BIBYS o ~Isyg 4o BIBYS 40 e3Byg 40 BIBYF o AIBYS S0 DIEYS Je0 )
%810333G 11y #«1073089G TeINFTNITIDY —uny Inq08G [oana[notany

( spBequAdIed 93E0TPUT SAINGTY)

“KWouoo 3

ueT cH.CH SInq07§ [eIn3NOTI0Y-Uon PUB TEINITNITIDY

UY BUTISUTBTI0) 30NP0dg OT3SB8W0d 38y UT S9d8(§ 103084 Jn SAEUT3S




-15=

REFERE NCES

Cf. P. Sraffa (ed.)t Wurks & Correspuncdencg of Davigd Ricardc
Vol.I, "On the Principles of Pulitical Ecunomy and Taxation",
(Cambridge, England, 19515} PeS,

Se., fcr instance, Nicholas Kaldcrs "Alternative Theories of
Distribution™, Review of Ecunumic Studies, V.1,23,1955-55,
p.03.

Cf. Tibor Scitovasgkys "a Survey of Sume Theories of Income
Distributiun®, in The Behaviour of Income Shares, Stuides in

Inccome arid Wgalth, Vol,27, -NBER (Princetun University Pruss,
Princeton, 19545. D.15.

For cumprehensive and critical revisu of all the available
sstimates of distributive shares in India especizlly for the
periud before 1351, ses M.Mukherjeet Natiunal lncume of

India = Trands and Structure, (Statistical Publishing Socicty,
Calcutta, 1963)5 pn.227-280, )

See, for instance, E.F. Denieung Why Growth Rakg Differ (Tha
Brockings Institutiun, Washingtin D.C., 1957), Ch.41

D.H,Johnscnt  "The Functicnal Distribution of Income in the
Unitec States, 1850=1952", Rgview of Fconumics and Statistics,
May 19543 C.H. Feinsteins "Changes in the Distribution.of

the Natiinal Incume in the Unitud Kingdom sincs 1850"; ang
J.leCaillons ™Changzs in the Distributicn of Income in the
Fronch Economy, both puolishaecd in the Digtiributicn of
Nati_nal Incoeme, Procec-ings of a Conference held by the
Internati_nal Econumic Assouciaticn, sdited by J.Marchal &
B.Ducrce, (MacMillan & C..,New York, 1958).

Bakul H. Dholakiat Theg Sourge of Econumic Growth in Ingia,
- {Goue Companions Publishing Houswe, Barocda, 1574)3. Chill.

4 - N -

- Ses, fur instance, E.F. Deniscnf ™istribution of Naticnal
Incume Since 1929", Survey of Current Bueinesg, June 15523
Jesss Burkhead: "Changes in thu Functicnal Distribution of
Incume®, Juurngl of the Amgrican Statictical Asgociatiun,

« «Jwhe 49338 and Jdamus Q.Qegkg ?L@bour's Share ang the Degree
of Utilisation of Capacity", Suﬁtﬁeiﬂ°£cunomic Jeurnal,
April 1956,




11

12

-17—

"The Caracity Effect™ arises from the oneraticn of the simple
principle that the greater (lower) th. utilisation of the
ingt:lie~ cioncity, the larger (emaller) thus cutput ocver which
fixer coste ore shre. @ and ths smoller (larger) therefore are

the fixed coste par unit of output actuclly pruduced, Similarly,
"Theg Lag Effect" is cuz tu "the allege” lag uf wages behinc price
increases in times of prosperity an” inflatiunary pressures.
Sac, Jessw Burkhear, Op, cit,, and Tibur Scitoveky, Op. cit.

e ———

Thees saven series ar-? Labuour shars and land sharg in the

agriculturzl sectcr, lang share an~ capital share in the
.

non=agricultural scector anc all the threwe factor shares in all
sectore taken togother. Cateyory B incdicates these series which
show shert=torm fluctuatiuns ar.unt a given (upward ar dowzing irc)
lung=~term time=trenc,

Bakul H, Dhclakias The Sources of Economic Growth in India,
Gp. cit .y Ch .\}I.

Nichclas Kalders M“Alternative Theories of Distribution®,
Op. cit., no94=-133.

Cf. Bakul H. Dhclakia, 0o, cit., Ch.V.



