
STRUCTURE OF PUBLIC INVESTMENT 

AND INDUSTRIAL DECELERATION IN INDIA 

Dissertation submitted in Partial Fulfilment of the requirement 

for the award of the Degree of Master of Philosophy in 

Economics of Jawaharlal Nehru University, New Delhi. 

HASEEB A. DRABU 

CENTRE FOR DEVELOPMENT STUDIES 

TRIVANDRUM 



I he.Jteby c{flMJr.m tha:t the JtV..ecULc.h {)o!t t/U/., cko.oe.Jtta:t.ion. :t-Ue.ed 

"StJtudUJte. on Public_ lvt.vv..tme.vut avtd In.du.o;t!Uat Vec.de.Jta:t.ion. in. In.dia" 

bun.q .oubmilted to the JawahaJli_a-f. Neh!tu. Un.iveJt-6-<:ttj t)oJt the awaJLd at) the 

Ve.[lJte.e. o fl Ma.ote.Jt o t) Philo.o o phy wa.o c_a!t!tied ou;t e.I'ILUtel.y by me. a:t the. 

Cen.t!te. t)oJt Ve.vdopmen.t Studiv.., TJtivan.dJtum. 

T Jtiv cmdJtwn 
3.L3.czn, 

~~ 
HASEEB A. VRABU 

Ce.Jttit)ied tha:t t/U/., diMe.Jtta:t.ion. i-6 the. bon.afiide. woJtk at) 

S!ti Ha.oe.e.b A. VJtabu an.d ha.o n.ot be.e.n. c.o11-0ide.Jted fioJt the. awaJtd at) an.y 

othe.Jt de.qJtee by an.y othe.Jt UvU.v eJt-6-Uy. The. · fu.o eAta:t.io n. may be 

t)oJtWaJtded t)oJt evaf.u.a:t.ion.. 

Su.peJtvi.oo!t-6 
i 

A 

-O'flt-~-
~ r,-

~--~-~-- I 
I . . DISS --:---~ 
i . 332.?71520954 

L}H~JJb'JJUim _ ) 
' . 

ViJtedOJt 
Cen~e fioJt Ve.veiopme.n.t Stu.div.. 



ACKNOWLEDGEMENTS 

Thouf.Jh I JteaL<Ae that ac.kn.owf.edgemena JtaJtely c.on.vey the in.vofvemen.;t ofi thOJ.:Je 

clc.knowfed[.Jed, I fleeJ. obRJ..ged to exp!r..U-6 my ,qJr..a;t.{_;tude :to: 

PJto{j eo-6oft Gda Sen., wdhou:t whOJ.> e pilien.;t guidan.c.e an.d iVI.-6:t!tuc.tive c.ommeJII/U 

U would have been. d.{.() Mc.uU to c.ompfe:te ;thl-6 -6tudy. 

PJto{Jeo-6oJr.. CfU!tan.jib Sen., {Jolt hl-6 -6upeJr..vi-6ion. an.d help dU}t.{_n.g the {Jina£ -6tage..o ofi 

the woJtk. 

VJt. Chan.dan. Mukhe.Jr..j ee, fioJt aU hl-6 ac.ctdem.{_c. help aVI.Ci the n.on.-ac.ade_m.{_c. JtelilioVI.-6hlp 

wfuc.h c.oVI.-6ideJtab£y Jteduc.ed the dJi.udgeJr..y o6 woJtk. 

V. NaJtayan.a, in.;teJr..ac.tioYI!.> wah whom have gJteaily helped in. .{_mpJtovin.g the quaf..{_;ty 

at) :the woJr..k. 

PJto"fieo-6o!r.. K.N. Raj, A. Vaidyan.athan. cmd Sul __ p;to Mun.df.e, {Jolt :thw enc.ouJtagemen.;t 

an.d help a:t vcuuoM -6tage..6 at} the woJtk an.d the keen. in.:te.Jr..eot ;the:y -6 hawed in. ill 

p!togJte..-6-6. 

M!Lidul_ Eapen., R. NagaJtaj an.d N. Sha.nta 6oJt '->ome veJr..y Menu£ fuc.M~.>ion.-6. 

Colieagueo at CDS, pa.Jl.:tlc.uia!tf.y, PyMe, Ha!Li an.d S!LidhM have: made U poMibfe {Jolt 

me to ~.>ubmU the the..oi-6 in time. I Jtema,i.n. in.debted to them. 

I would take thl-6 o ppo!L:tun.dy to than.k the Compute.Jr.. '->tan 6 -- J. MuJtaf.eedhaJtan. an.d 

E. Sujan.a, an.d :the Ub!tMIJ Sta66 e..6peuaUy Shanke.Jr.., Rama~hn.an. an.d Sa~.>i fioJt 

thU!t help. 

I am gJr..ateflu£ to A. P. Phil.Roy, who fiJr..eq_uen.ily wen.:t out o6 hl-6 way to handle the 

admiM-6tJtilive {joJtmalitiu Jteliling to the ;thui-6. 

The diMe!L:tilion. c.oufd not have been. .6ubm.{_;t;ted in time but {Jolt N. SuJte..6h Chan.d!Lan. 

_ Thl-6 dM,~.>eJL:tilion. i-6 a te~.>timoYLia£ o6 hl-6 typ{_n.g J.JUllo Vue thank'-> to Solomon {Jolt 

-c.Meflu£ JtepJtogJtaphlc. woJtk. 

HASEEB A VRABl.! 



Chap.:te.Jt 1 

C hap.:te.Jt 2 

Chap.:te.Jt 3 

ChapleJL 4 

Chap.:te.Jt 5 

. Chap.:te.Jt 6 

Chap.:te.Jt 7 

Chap.:te.JL 8 

A~knowte.dge_me_~ 

Con.:te.n:to 

COMTENTS 

. . 
Pubf__i~ Inve!.:dme.n.:t ba.!.>e.d Expfanation.6 on Ve.~ue.Jtation: 
A The.oJte..:ti~at Cl!..itique_ 

S.:ta.:-tiAti~at Anne.xUJte. .:to Chap.:te.Jt 1 

GJLow.:th and In.6.:tabilliy on Pubu~ Inve,o:tme_n.:t 

S.:ta;tUti~at Anne.xUJte. to Chap.:te.Jt 2 

Va.:taBMe. 

. 
S.:tl!..u.duJLe. on Inve,o:tme_n.:t: A The.o11..w~at nottmutcition 

Compo.6-Uion on Pubu~ Inve,o.:tme_n.:t: A V-i.-oaggJLe.ga.:te.d 
Analy-6-i..-6 by I ndU.6.:t.ILy o 6 U.6 e_ 

S.:ta;tUti~al Anne.xUJte. to C hap.:te.Jt 5 

Fwrihe.Jt V-UaggJLe.gation: PubU~ InvM:tme.n.:t -Ln IndU.6~M 
on U.6e., by Type_ o{) A6.6d 

S.:ta.:t-Uti~at Anne.xwz.e. .:to Chap.:te.Jt 6 

I n~e.me.n.:tat Capilat-Ou.:tpu.:t Ratio.6: A V-UaggJLe.ga.:te_d 
Anaiy.6~ 

S.:ta.:t-Uti~at Anne.xUJte. .:to Chap.:te.Jt 7 

SummMy and Impu~ation.6 on .:the_ Study 

Page_ 

.{.V 

20 

23 

44 

52 

73 

88 

136 

153 

190 

797 

'241 

'261 



Chapte.lr. 

PUBLIC INVESTMENT BASEV EXPLANATIONS OF 

DECELERATION: A THEORETICAL CRITIQUE 

TIU.J., :6tudy ~ pfac.e.d ivL the. c.o ~e.xt o 6 the. anai.y.o~ o 6 mac.lr.o e.c.o nomic. 

gJtow:th in the. IndJ.an e.c.onomy du.!ting the. .oe.ve.ntie..o, whic.h c.on.oe.que.nt upon the. 

e.mphvlc.af ob.oe.Jtvation.o o6 a Jte.fative. de.c.Une. in the. gJtowth o6 indu.ot!tiaf p!tadu-

c.tion J.5,Cnc.e. the. mid .oime..o ha.o be.e.n va!tiou.ofy c.hMac.t~e.d a!.l .otagnation, 

d e.c.e.fe.Jtatio n and .o tlillc.tUJtaf Jte.t!ta gJte..o.oio n. !) 

The. 6ac.t o 6 de.c.de.Jtation ha.o be.e.n e..otabwhe.d at an aggJte.gative. a.o we.U 

a.o a fuaggJte.gative. fe.ve.f. Eve.n a c.u.Mo!ty .tvok. at the. data on a numbe.Jt on mac.lr.o 

indic.atoM Jte.ve.ai/.:. that aS;tvr. the. thi!td pfu.Vl:~ 1 a de.c.e.fe.Jtation in the. e.c.onomy, wfuc.h 

appe.aM to be. .oe.c.u.!M, ha.o .oe.t in. Mo.ot e.c.onorni6t.o woul_d agJte.e. -that the. e.c.onomy 

cVttainfy did not maintaJ.n the. !tate. o 6 gJtowth ac.hie.ve.d pft,{_oJt to the. pfun hoUday, 

though the.Jte. doe..o not .oe.e.m to be. a c.on.oe.n.ou.o on :the 6ac.toJt.o unde!tfying ttu.J., phe.no

me.non and fe..o.o i.>o on the. poUc.y pJte..oc.fL,{_puon.o fioJtWMded. · Howe.veJt, Jte.c.e.ntty ttu.J., 

de.c.e..te.Jtation aJtgume.nt, which: Jte.-Ot-6 impUcAfty on a UneaJt c.onc.eption on gJtowth, 

ha.o been que..otione.d. Eve.n. though the. Mgume.nt that the gJtow:th path t!taveJt.oe.d by 

the. e.c.onomy i.e c.yc.Uc.af, a.o put 6oJtth by Raj!~ doe..o not ge.t .oub.otantiate.d by the. 

avcU.tabfe. empiJt,{_c.a£. e.vide.n.c.e., the. me.Jvi..t on .the. c.ontft,lbu.Uon. Ue..o we. wheJte. - in 

b!te.ak.,lnq away 6Jtom the. Jtathe!t .oimpwtic. c.o n.c.e.p:ti.o n. on .the. Une.a!tliy o 6 gJtowth 

. and ne.pfaung ft by a no n;,.Une.aJt uh.deJt.otan.din.g o 6 :the. gJtow:th p!toc.e..o.o. 

1. Chak.Jtava!tty, (1974), Raj (1976), Va,ldyanathan. (1977), Patna,lk. and Rao (1977), 
Shetty ( 1978), AhluwaUa ( 1984). 

2. Raj (1984) 
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We., fio!t .the. pWtyJu.O e. o 6 .tVU/., .o:tudy, .tal<.e. de.cefvz.a.t.,i_o 11 in .the. eco 11omy i11 

ge.n.e!l.af an.d in.dU6tJvi..a1. J.J ec.toJt il1 pa!tticu.ta.Jt, an. empi!ticaf_i_y will e..o.tabw he.d 

fiac..t .that ha.o been· do.c.ume.n.te.d in. deta;x)./ we .oha..U., howe.veJL, veJLy bltie.{Jfy 

Jte.cap-i;tu:iate. the. .oaJ.J..e.n.t fie.atu.Jte..o ofi de.c.e.feJLcttio11 a.o btwught ou..t in. vo.JvtoU6 

J.J:tudie..o o 11 tVU/., i.o.oue.. 

To e.xpfoJte. the. quan.ti.tcttive. dime.Vl..6iol1.6 ofi .the. gJtowth pJtoce..o.o, oveA the. 

ye.aJt.o avr.d ac.fto.o.o in.dU6t!tie..o, thJte.e. J.Jet.o ofi data have. been. U6e.d i11 :the. WeJLatWLe.. 

Mo.ot ofi :the. .o:tudie..o doc.u.me.n.ti.n.g :the.- fovr.g teAm t.Jte.n.d.o in. the. in.dU6t.Jtiaf gJtowth 

Jtctte have. made. U6e. ofi the. data on. In.dU6Wal P!toduction. In.dic.e..o, while. the. a11aly.oi.o 

ofi othe.Jt.6 .,u· ba.oe.d on. National Ac.c.oun.t.o Stctti.otic..o olt the. An.n.u.al Su.Jtve.y o{l In.dU6:tltie}.) 

oJt a .oyn..the..oi-6 ofi .the..o'e. .two .ooWtce..o.i/ i 

The. a11.6We.Jt.6 .to the. que..otio 11 o 6 .in.dU6t.Jtiaf .ofow dow11 have. c.ome. ou..t qu.i.te. 

dinfieJLe.n.ily de.pe.n.din.g on. which .oet ofi data i-6 u..oe.d. FoJt .tho.oe. who an.afy.oe. .the. 

data Jtefcttin.g to in.de.x ofi in.dU6tltiaf p!tOduc.tion. .the. .ofow dow11 appe.a!t.6 .to be. ac.JtOM 

the. bo aJtd, wheJLe.a.o wah :the. Ncttio n.af Accoun.t6 an.d An.n.u.af Su!tv e.y o 6 I n.du..ot.Jtie..o 

data ( o 11 Jteaf ~.afue. added J ·the. .ofow down. i-6 c.o 11ce.n.t.Jtctte.d i11 heavy i~du..o.t!tie..o, 

u.oe.n..tiaJ1y .the. capilaf good.o a11d ba.oic good.o i11dU6.tltie..o. Howe.veJL .though 11u.mbe.Jt.6 

may va!ty both .oet.o ofl drd..:a do fe.11d ,!>uppoJt.t .to .the. .otow.dow11 i11 :the. gJtowth o6 .the. 

in.du..oWal .o e.c.:toJt. 

_ 3. She:t:ty (7978), A~tuWafia (1984) 

4. TVU/., .oyn.:the..oi-6 o6 NAS an.d ASI whlc.h ·ha.o been. a:t:te.mp.te.d by Ahfuwalia (op.U:t) 
.o eem.o :to be. o 6, a dubiou..o vr.atu.Jte.. Vividi11g vafue added flo!t eac.h i11du..o.tJty . 
gJtoup a.o given. by NAS by :the. vafue added floJt the. c.oJtJte..opo11ding i11du..ot.Jty gJtoup 
a.o p!tOvided by ASI, both at c.WtJte.n.:t p!U.c.e..o, AhluLvafict att.Jvtv e.o at he.Jt "c.oJtJte.c.tio vt 
{Jac.:to!t" {Jolt each in.d.u,6t.Jty gJtoup whlch b., u..o e.d to. c.oMe.c..t ASI fliqWLe. 6oJt vto n.
JtMpo11.6e avtd c.oveJLage.. The. n.e.ed fioJt .ouch a "coMe.c.tiovt" i-6 que..otiimabfe. fioJt 
.the. pe.IU.od 1964-65 on.waJtd.o ivt viw o6 .the. {Jac.:t :that CSO il.oe.f6 coJtJtec.:t ASI 
QigWLe..o {Jolt Jte..6pon6e. .va!U.ation. p1t0bfe.m .to aJVl.i._ve at NAS QigWLe..o. Apold flJtom 
.tVtM,, ovte. 6aito :to un.de.Jt.6.tan.d why .tVU/., "c.oJtJte.c.tiovt 6ac..toJt" i.o compu..te.d at 
c.WtJte.n..t p!U.c.e..o when. a could have. be. en. do n.e. at co Vl..6:tan..t p!U.ce..o an.d lthe.Jte.by 
avoided aft p!tobfe.m.o ofl'weigf~n.g'an.d doub!e. de.fifcttiovt a.o.ooc.ictte.d with de.flfa
tion. o& va£u.q_ o{l ou.:tpu..t an.d vafue_ added. A.o .to how heJL method i.o an. impMveme.n.:t 
oJt i-6 e.ve.n. -b:f.. ,.~he. .o am e. accWta.cy a.o . .t~a:t ~ 6 NAS i-6 n.o.t dealt .oin.ce. .the. p!te.W e. 
method o6 del,f.ctU_ovt ha.o 11o.t be OVL; .OyJel.le.d· Iflrt. 



LoofUng a;t :the. -<.ncU.c.eo ofJ pJz.oduc.tion -<.n :the. -<.nduo:t!Ua£ .oe.c.:tofl. a fu:tinc.:t 

.otac.ke.rU_ng o6 :the. gJz.ow:th -U fuc.e.Jz.n{ble..21 VU!Ung :the. de.c.ade. 7955 :to 1965 :the. 

:to :tal -<.nduo hla.t pM ducti..o n -<.nc.Jz.e.CUJ e.d a;t an av e..t'l..ag e. annu.al Jz.a;t e. o 6 7 • 8 % wfut e. 

manu.flac.:tU!Ung ou..tpu.:t -<.nc.Jz.e.CUJe.d a;t 7.6%. In :the. {JoUow-<.ng de.c.ade. 1965 :to 1975 

:the. Jtateo dfl.Oppe.d :to 3. 6% and 3.1% Jz.eope.c.tive.ly. The. phe.nome.non o6 de.c.e.fe.tz_a:tion 

if., 6u.Jz.:the.Jz. !lub.o:ta.ntia.:te.d -<-6 :the. -<.ndtv!l:tlrJ.al pJz.oduc.tion da;ta. if., e.xamine.d a;t a. 

fuaggfl.e.ga;te.d le.ve..t - :two cU.gil c.lCUJ.o-<.fi,{_c.a;tJ,.on. A c.ompaJL.l.6on o 6 :the. a.ve.tz_age. 

a.nnu.al gJz.ow:th Jtateo du.Ung :the. pe.!Uod 7965 :to 7975 w.U:h :the. c.oMeopondlng oneo 

-<.n 79 55 :to 19 6 5 .o how.o :tha;t :the. .olow dow~ -<.n qnow:th oc.c.uMe.d a~.oM :the. boaJr.d .{n 

:the. -<.nduo:tJU_aJ:. .oe.c.:toJz. :though li wCUJ moJz.e pMnowic.e.d -<.n .oome. -<.nduorneo (e.. g. 

Be.v e.tz_ag eo and To ba.c.c.o , BCUJ ic. M e.:ta.l.o , non-e.le.c.:t!Uc.a.l ma.c.hin.e.Jz.y, :tJz.a.n.o po Jz.:t e.q u.i p

me.n:t) :thcdt -<.n o:theJL (e.. g. Food PMduc.:t.6 ~ c.he.mi.c.a..€..6, m-<.rU_ng a.n.d qua.My-<.ng Se.e. Table. 

1. Z l. WoJz.fUng·' ou.:t :the. uoe.-bCUJe.d and Inpu..t-bCUJe.d -<.nduo:tJU_a..f. c.lCUJ.o-<.fi,{_c.a:tion on :the. 

bCUJJ./.:, o 6 :the. .o am e. da;ta .o how.o tha;t :theJLe. if., a. dJz.ama.:tic. de.c.e.leJLa.:tio n -<.n :the. c.a.pila.l 

good.o .6 e.c.:toJz. and :the. -<.n;te.Jz.me.d,{.a;te. good.o .o e.c.:tofl. :though :the. de.wne. -<.n :the. .ta.:t:teJL 

wao not a6 .o:te.e.p CUJ -<.n .ti-te. floJz.meJL. In :the. c.Me. o6 c.on.ou.me.Jz. good.o -<.ndu..o:tJz.y, whic.h 

had be.e.n :thMughout gJz.ow{.ng a;t a. !tate. .o-<.g1'1ifi,{_c.an:t.e.y below :the. aveJlllge. 6oJz. -<.ndu..o:tJU_a..f. 
·' 

Mp-<-d e.xpa.n.o-<.o 11 -<.n c.o n.ou.me.Jz. duMbleo. And one. e. :the. pa.c.e. o 6 e.xpan.o-<.o n -<.n c.o n.ou.meJL 

du!ta.bleo de.iline.d, c.o n.owne.Jz. good.o indu..o:tJz.y CUJ a whole. .oR..ac.ke.ne.d ma.Jz.ke.dly. 

Going by :the. National Ac.c.oun:t.o S:ta:ti.o:tic.fl and/ofl. Avtnu.ct€. SuJLve.y o6 Indu..o:tJU_u 

da;ta :the.Jz.e. if., a c.le.M e.vide.nc.e. o 6 a .olowdown in :the. gJz.ow:th o 6 vctfue. adde.d in the. 

-<.ndu..o:tJU_a..f. .oe.c.:toJz. CUJ a whole. flJz.eJYn 7.6% pe.tz_ annu.m -<.n :the. pe.!Uod 7959-60 :to 7965-66 

:to 5.5% pe.Jz. annum dwunq the. pe.!Uod 7966-67 :to 1978-79. W.Uh.i.n manuflac.:tU!Ung the. 

"' 5. Se.e. Table. 1 • 1 ( T a.bleo Jz.e.lating :to e.ac.h c.ha.p:te.Jz. Me. g-<.v e.n -<.n the. f..ta;.t;i_.o:tic.a.l 
anne.xufl.e. a;t :the. e.nd o 6 :the. c.ha.p:te.Jz.) • 
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metaJ!.l,, metal. p1Wdu.ct6, mac./Une.Jz.y and :t!Z.an6poJd. e.qu.ipme.nt. AUogethe.Jz. .the. 

inrilM:tJUel.l .thcU. e.xpe.Jz.ie.nc.e.d. l.ligni6..[c.ant de.c.el.eJl.Cttion ac.c.ou.nte.d fio!t abotd 47~ 

o6 :the. val.u.e. added in manu.fiac.:tuJUnq. The/.le. fiincUn91.l Me ruo c.o!t!WboJtcde.d by 

.the. Jz.el.li.JJ!.,to o 6 :the. U6 e. '.a!.J e.d c.a:te.go!tiel.l wh-tc.h 1.1 how :that the. de.c.e1.e.Jz.a:tio n in :the. 

g.ir.ow:th o 6 val..u.e. added plagu.e.d mol.lily :the. ba~.~ic. and c.api:tal goods induo:t!tiel.l. 

Tl1e. o:the.Jz. :two c.a:te.go!tiu viz. .the. inte.Jz.me.cUa:te. and c.o nJ.Ju.me.Jt goodl.l indM:t!Z.y did 

no:t l.lhMe. :the. phenomenon o6 de.c.e1.e.Jz.a:tion. The. c.o111.lu.me.Jz. o!vte.n:te.d induo.tJty ( v.,pe.c.i

ally 6ood manu.6ac.:tu.Jvtng and c.ot;ton :textile) We.Jz.e. amongl.l:t .the. l.lfowv.,.t g!Wwing 

induo:t!Z.y gJwupo ove.Jz. :the. e.n:t..i.Jz.e. pe.Jtiod (See Table. 1. 3 J. 

The. National Ac.c.ou.ntl.l S:ta:.tM:.tic.l.l and Annual SUJtve.y o6 Induo:tJUel.l da:ta 

bM e.d l.l:tu.diel.l aJie. Jte.J?..at}_ve1.y mofl.e. fl.e.Li..able. :than :the. o nu w/Uc.h fl.e1.y e.xdruiv e1.y 

on index o6 lnduo:tJz.ial pll.odu.c.tion da:ta. The. index o6 induo:tJUal. p!Wdu.c.tion whic.h 

il.l ba~.~e.d on :the. vofun:tM'y !tel.lpo111.le. o6 p!Wdu.c.e.M l.lu.66e.M 61Wm p!Wbfe.ml.l o6 c.ove.fl.age., 

(w/Uc.h 6ofl. e.. g. il.l M low M 18% val.u.e. o6 ·ou.:tpu.:t in be.ve.fl.agel.l, 20-25% 6oJz. ba~.~ic. 

metal indM:tlVtel.l J b..i.M aga..i.M.t c.hanging l.l:t!Z.u.c.:tllfl.e. o 6 p!Wdu.c.tio n, din 6 e.Jz.e.nt bM e. 

pe.Jtiodl.l and u ~l!tep!Z.U en;ta.t,i,.venel.ll.l. The.· Annu.ttt Su.ll.ve.y a 6 I nrf.u).).ttu.el.l a1l.l o il.l no:t 

6fl.e.e. fill.om p!Wb-te.ml.l. One. l.leve.Jz.e. hanc:Uc.ap whic.h Umi:tl.l :the. Jz.el~abili:ty o{J .thil.l 

·drit;Gi. l.lVUN L~ :che. de.t}lation o 6 fl.eal valu.e. added. None o 6 :the. da:ta l.lollfl.c.el.l, h.owe.ve.Jz., 

c.aptu.ll.e. .6 a:til.l6ac.:tofl.ily th.e. u.Me.gil.l:te.tr.e.d 1.1 ec.:tofl.. 

A nu.mbe.fl. o fi alte.Jz.nativ e. h.ypo.th.v.,i/.l have. be.e.n advanc.e.d to ' e. xpuan' :the. 

de.c.e1.e..tl.Cltio n in indM.ttriaf gfl.ow:th !.line. e. .the. mid -}.)i.x:tiel.l. Thu e hypo-thu,U, pu.:t 

t}oJd.h Mi ne.i:the.Jz. mutually e.x.c.fMive. no!t Me. .the.y c.oU~c.tive1.y exh..a.uotive and 

at:te.mp:to :towMdl.l a u.nifiie.d hypo.thuil.l Me fl.Me.. Eac.h. o 6 :the. e.x.pfanatio VI.!.> have. 

e.mphMiz e.d a .6 pec.ifiic. 6ac.:tofl. Oil. a .6 et 0 n fiac.:toM M bung c.e.n:ttraf to :the. C.aM e. 

ofi indu.~.>:tft.)a.C. .6:tagvta:tion and wh.ife. .6ome. ltypo:thel.lil.l po.6:tu.fa:te. mec.hanil.lmo :thJtcJUgh 
' 
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The. p!Unc.ipai. e.xpf..anato11.y hypo~huU peLt 6oll:th -Ln o11.de.11. to e.xpf..a-Ln ~he. 

phe.nome.non a6 Je.c.e.f..vz.at,LanJte.f..cde. ~.to: 

-<-. PVc.6uJunanc.e. o 6 Ag!L-<..c.u.dWte.~1 

li. Exha.Ll/.)tion o6, Irrpo!z.t Sub-6:t.J.:t.CLti...oH.J_I 

ill. S-tow down in Public. Invu.tme.n.t§.l 

-tv. I nc.ome. V.-i.,~.t.Ubutio ;!_I 

v. I ne. 6 Mc.ien.t I ndM.tfL_.[ai. S y-6.tvr,!_~_l 

v-t. Fac..to!L Ine.66-Lc.-Le.nc.y.2LI 

We. -6h<Lte. no.t at.te.mp.t to 11.e.v-Lw aLe .thue. e.xpR..anation-6 he.11.e. p!L.&na..tU.e..y be.c.aMe. we. 

MCZ- -6 pe_u Mc._aUy c.o nc.0ne_d wah .the_ -Lnv u.tme.n.t ba-6 e.d hypo.thu-L-6 and ai.-6 0 a numbe.fL 

· o6 ddme.d !Le.v-Lw-6 have_ be.e.n c.att!U..e.d oCLt. Howe.ve.11. .to .the. e.x.te.nt.that public. 

-Lnve,o.tme_n.t bM.cz.d cz.xpf..anation-6 ove_fl_f_ap wdh o.the.!z-6 (wh-tc.h the_y do) ou!L e_mp)_!Uc.a£ 

. ai:l.al.y-6-U . wLe.R_ haiJ e. a b e_af!..;{_ng an .the.m. 

6. Raj (1976), Va-Ldyana.than (1977), ChaQ!Lavall:ty (1979) RangMajan (1982), 
Patna-Lk. (1972) 

7. Bhagwati and S!Un-LvMan ( 7975), 

8. Pa.tna-Lk. and Rao (1977), Pa.tna-Lk. [7979) Sl1.in-Lva-6an and NMayana (1977), 
Ahluwalia· ( 1984) 

9. Bagc.h-L (1970), ~ (7977), ChaQ!Lavall:ty (op.c.-L.t.) 

1 0. Bhagwati and V e,o a-t ( 19 7 0 ) , Bhagwa:f)_ and SfL-Ln.-Lva-6 an ( 79 7 5 ) , Ahf..u.wai_;_a ( 79 8 4 ) 

11. Ah.tuwalia (1984) 



6 

A c.M.e.6u1. Jte.ad .. g o6 :the. de.ba:te. ~u.,ggeou :tha:t many e.xptana.Uo~ t)ofWJM.de.d 

M.e. bMe.d on ap!Uo!U M.gume.n.t.6 mafU..ng in6e.ne.n;t;_a_e ~:ta:te.me.n:t..o whlc.h WM.Jtan:t empi

!Uc.at ~uppoJtt. And among~:t :the. e.xptana.Uo~ w:te.d above. :the. de.mand bMe.d hypo-

:theo eo in g e.ne.Jtat and :the. public. in.v eo:tme.n:t hypo:theo~ in paJ1;t}_c_ulevt ~ e.e.m :to pfl.e.

dominate.. On ia:te. :the. inc.Jte.Ming in.e.6 Mue.nc.y hypo:theo~, eo pe.uaUy :tha:t o 6 c.api:tat 

inveo:tme.n:t in :the. ct:tbo pub~j_c_ ~e.c.:tofl., ~o ~e.e.m~ :to be. gaining fl.e.c.ogn..[;t..[ovt a.o a 

poMibie. e.xptana.Uon o6 :the. indM:t!Uat de.c.e.te.Jta.Uon ab;te.Jt :the. :twd plan paJ!.ti

~y amo ng~:t :the. o 6 Muat U.!tc.teo • 

Unde.fl. I nv eo:tme.n:t . H ypo:theo~ 

One. ~e.:t o6 de.mand :Oide. e.xptan.a:tio~ wdh whlc.h we. Me. c.onc.e.Jtne.d e.mphMizeo 

:the. ~igni6..[c.anc.e. o6 gove.Jtn.me.n:t 6oJt Jtap:td ac.c.umLtla.tion in. :the. c.on:te.x:t o6 a m-Cxe.d 

e.c.onomy iik.e. In.d-la • . Co~e.que.n:t upon :t~ mode. o6 Jte.Mon-ln.g :the. bMic. c.aMe. o6 

indM:t!Uat de.c.de.Jta.tion ~ toc.a:te.d in. :the. de.c.line. i11 public. -Cnveo:tme.n:t. We. fl.e.6e.Jt 

:to :theo e. e.xpiana.Uo~ M unde.Jt inveo:tme.n:t hypo:theo~. The.fl.e. M.e. :two vafl.{_an.t.6 

o 6 :the. unde.!Unveo:tme.n:t hypo:theoe.~; 

One. o 6 :the. va.JL{_an.t.6 WM put 6oJt:th by S!Un-lvM an and NM.ayana!.1( Ob~ e.fl.ving 

a6;te.Jt mid ~ix:tieo a de.cUning Jte.at inveo:tme.nt, pa.JL:t{_c_u1.M.ty pJtonounc.e.d in :the. 

public. ~e.doJt and a de.~',~e.Jta.tion in :the. na:te. ofl indM:t!Uat gJtow:th, S!UnivMan and 

NaJLayantL ~ome.wha:t ~impwtic.aUy fl.da:te.d :the. :two. Seeing :thA..o M a mevtR.e.d de.paJt:tu.fl.e. 

flMm :the. :tfl.e.nd6 eo:tabwhe.d pfl.{_ofl. :to :the. :twd p.tan, :the.y at1gue. :tha:t :the. ~.tac.R.e.nA.ng . 

o6 public. inveo:tme.n:t ~ among :the. pfl.{_viupte. c.au~eo ot) indu-S:l:!Uat dec.ue.fl.a:tion. 

Logic.aUy 6ot.towing 6Jtom :the.ifl. aJLgue.me.nU, :the.y advoc.a:te. a vigofl.oM e.xpa~ion at) 

pubfj_c_ in.veo:tme.n:t in. oJtde.Jt :to ~u.Jtmount :the. ~eo. T~, :the.IJ go on :to aJtgue., c.an. 

72. op.u:t. 
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be.. de..6 e..cU. 6-{.na.nc..e..d ct6 :the..tte.. e..w:t e..110JrmoM !tell e..ttv e...o o -6 -Qood and -QoJtug 11 

e..xehange... 

The.. authoM do110:t mak.e.. any cd:te..mp:t :to unde..M:tand ct6 :to why did public. 

lnveo:tme..l'l.:t de..c..eie..Jta:te.. and how :thM .t.lac..k.e..l1lng pJte..wety a-Q6e..c..:te..d lndM:t!Ual 

.t.e..c..:toJt. A6 NayyaJt pu:t-6 il, "Re..ading be..:twe..e..n :the.. linea, one.. c..an fuc..e..Jtn em 

lmplicU. v lw :that laJtg e.. ne..:t lnfi.tow o -6 ald until_ 1 9 6 5 .6 t.i6:tcUne..d hlg h le..v w o -6 

pu..blic.. lnveo:tme..l'l.:t, whlc..h, ln :tuJtn had c..omp.tlme..l'l.:ta.Jvi...tieo wilh the.. pttivate.. inve...o:tme..l'l.:t". 

One.. i-6 .t.tiU, howe..ve..tt, le..M gueo.t.lng about :the.. V!atuJte.. and fio!tm.6 o 6 the...o e.. c..ompli

me..V!taftitie...o wilh pttiva:te.. .6 e..c..:toJt. Co 11.6 e..que..l'l.:t upon :the.. -QoJtug n a,[d Jte..duc..Uo n a-6;te..Jt 

:the.. thl!td plan, :the.. cUd -Qo.t.:te..Jte..d lnve...t.:bne..l'l.:t plan o -6 the.. gov e..tt11me..11:t a1.6o de..c..Une..d 

leading :to a .t.lac..k.e..l1lng ln public. lnve...t.:tme..l'l.:t cmd 6-{.MUy gJtowth. 

A6 we.. .6 hail .6 e.. e.. in :the.. c..ouM e.. o -6 thM di-6.6 e..Jttatio n thi-6 hypothe...oi-6 i-6 fiaJt 

,t)Jtom valid - al1aiytic..aUy ct6 we..U ct6 e..mp,[tU.c..aUy. 

The.. .6 e..c..ond vattial'l.:t o 6 unde..tt inveo:tme..l'l.:t ct6 put l,oJtth by Patnalk. and Rao!21 

if.. muc..h moJte.. pe..ttc..e..ptive. and de..:taile..d. Ope..ttating ln a l,Jtame..woJtk. on politic..ai 

e..c..onomy, il hM be..e..n aJtgue..d :that ln an e..c..onomy lik.e.. India public. lnve...t.:tme..l'l.:t 

pJtovlde...t. :the.. maln e..xog~noU-6 .t.:tlmu.tM gove..Jtl1lng the.. !tate.. ofi gJtowth ol, the.. e..c..onomy. 
if.. 

The.. .t.tate.., howe..ve..tt,l_unable.. to mcUI'l.:tcUn the. te..mpo o-6 ili lnveotme..Vlt ac..Uvily and 

C..OI1.6e..que..J1:t upon a l,ail ln il, the.. e..c..onomy'!.l gJtoWth /tate.. if.. loWe..tte..d. 

(IJ e.. .6 hail di-6 c..M-6 :thM hypo the...t. if.. ln d e..:tail. 

FoUowlng Kale..c..k.i, PatncUk.
1iL l,oJrmulate..d a duaii.6tic.., agtU.c..uUuJte..-lndM:tJty 

mode...t l~c..oJtpoftating gove..tt11me..l1:t e..xpe..ndiluJte.. and lnve...6:tme..l1:t in an unde..ttde..veiope..d 

mixe..d e..c..onomy like. India. 

13. Op.cU.. AiAo, Patna,[k. (7979, 1984) 

14. Patna,[k. (7972) 
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a fupJWpoflX)_onaLUy between agfric.u.U.Wte. and ~he. non-agfric.u.Uu!r..e. -<-nvv.:,.tme.M 

demand, paflXJ_c_u.J..atcl.y pu.buc. -<-nvv.:,.tme.M -- a .olow gtww-<-ng agfric.u.UuJte. hnp-<-ng-<-ng 

on ~he. nate. o6 gtr_owth o6 -<-nvv.:,~me.M ~h!tough a we. -<-n 6ood prvi_c_v.:, whlc.h, _.oe.l6 

e.v-<-de.nily, tr_e.duc.v.:, tr_e_af_ wage.. The. tr_e_duc.e.d !teal wagv.:, mean a nail -<-n ~he. 

wotr_kvv., c.on.ou.mption o6 -<-ndu..o~ ne.c.v.:,.oafriv.:, and along W-Uh ~h;_.o a 6o~tc.e.d 

!te.duc.;Uon -<-n pubuc. -<-nve..o.tme.M, whlc.h -<-.o .oe.n.o_{_tive_ ~o poUtic.al .{_mplic.ation 

o6 a c.ontinu.e.d -<-n6.tation -<-n fio.o.d pfric.e..o,~te.duung c.apac.dtJ ~ation. Tk<_.o -{.n 

~n a66e.d.o pfriv~e. -<-nvv.:,.tme.M whlc.h .op~ down c.ac..v5.{_ng a ~.>lump. The. ur.wMd, 

. moveme.M -<-.o tr_e_.o~o!te.d wah a tr_e.duc.e.d -<-n6f.ation whlc.h ot)6e.M ~.>cope. 6oft pubuc. 

.{_nve..o.tme.M and a.o public. -<-nve..o.tme.M p.{_c_k.o up once. agMn, .6o doe..o pfriv~e. -<-nve..o~me.M. 

Though a :euppllj ofrie.Me.d fupMpoilionaLLty a~tgu.me.n~ unde.tr_Uv.:, ~he. model 

o6 P~na.{_k .ou.mm~e.d above., -<-n hA_.o · l~e.~t c.oM!ribu.tion.o on .{_ndu..orual de.c.ue.~tation 

-<-n Ind;_a, a pu.buc. -<-nvv.:,.tme.M ba.oe.d e.ndoge.nou..oly de.te.tr_rn.{_ne.d demand c.on.o~!tU~ ha~.> 

be.e.n empha.o.{_ze.d. Ba.o e.d on Kale_c_k.{_an undvv.,tand;_ng o 6 advanced c.apU~~ c.oufLtJU..v.:, 

P~nMk and Rao c.onue.ve. ~he. e.c.onom,y ~0 be. dom-<-n~e.d by monopouv.:, .ouch ~h~ the.~te. 

-<-.o a Jri.o e. -<-n ~he. .o haJt., :J 6 .Ou.!tplu..o ac_c_tr_u.{_ng ~o ~hem. Th-<-.o we. wluc.h ~he. .o~~e. 

-<-.o 'c.on.ouMne.d' ~o -<-nMe.a.oe. thMugh ~he. me.c.haM.6m o6 pfric.e. and budgdMIJ pouuv.:,, 

ha.o had two -<-mpad-6: a !te.duC:uon -<-n the. e.c.onom.{_c_ .OWtplu..o available. ~o ~he. .6~~e. 

6oft ill .{_nvv.:,.tme.M and e.xpe.ndUuJte. (a.o a pMpoflXJ_on o6 output) and a c.u!ttMlme.~ 

-<-n the. .ohMe. o 6 wo!tke.M c.on.oe.que.nt upon a !te.lative. .ohlt)t .{_n -<-nc.ome. 6Mm the. 'bulk 

on :the.' people.' ~o ~he. pJWpe.!ttie.d c.la.o~.>v.:,. Added ~o ~h;_.o, ~he. a.o.oe.!ttion ~h~ ;_n . . 
-<-nMe.a.oe.d pfriv~e. e.c.onom.{_c_ -suJtpl(1.6 dov.:, no~ pe.lt .oe. lead to .{_ncte.CUJe.d pMduc.Uve., 

-<-nvv.:,.tme.~ (bung c.hannelMe.d -<-~o .ope.c.u.lation,. fuxutr_y c.on.ou.mption, and ~he. like.), 

makv.:, g!towth -<-nc.onc.e_v.{_able. wilhout intl!ation. The. .6~~e.';., cvttempt :to p!totec;t 

~he. .{_f1te.tr_e..ou o6 ~he. pouuc.aily vocal .oe.c.tion on woJtke.M and Q_,[xe.d .{_nc.ome. e.at1.11e.M 

coupled wilh ~he. !te..oouJtc.e. c.on.oUMnt fuc.u..o.oe.d above. hnp£.iv.:, a 6ail -<-n public. 

-<-nvv.:,~me.M which le.ad6 ~o a !te.ta.Juiation in gJtow~h. 
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Pa;tncU.k. goe6 on :to aJtgue. :tha;t :the. e.c.onomy had :to J._nevuabty fiac.e. .ouc.h 

J._nbuil:t. bCVlJl)_eJL!.l :to g.tww:th p!Um~y be.c.au.oe. ofi ":top heavy" c.hCVLac.:teJt o6 :the. 

J._ndu.o:tJrJ.~a:t.Mn pUMued, wfUc.h "k.e.p:t :the. mevtk.e.:t 0on maM c.on.oump:tion good6 

c.ontJ._nuou.oty Jte6:tJrJ.c.:ted". He goe6 on :to .oay: 

"The fiac.:t :tha;t :the. J._ndu.o:t.JtJ._aJM atio n .o:tJtcdeg y wa.o und e.Jttak.e.n wuhou:t 

.oub.o:tan.Ua..e. a.o.o e.:t Jte.fu:t.JtJ._bu;tio n, J._n paJt:tic.ui..a.Jt land fu.tJUbu:tio n, no:t o nty 

de.:teJtmJ._ned m.· . .o peuMc. 6ecduJte6 but ai...oo made ,{;t J._nevuabty :tnan.ouony. The 

.oe.c.utaJt boom o6 :the ta;te M6:tie6 ha.o been .ouc.c.eeded by a .oec.utaJt .o:tagnation 
. . . . ' '15/ 

.6 .{.nC. e_ mtd .6 .{.x,t_[e,6 II • -. 

J._neq~ou.o dM.tJUbu:tio n o 6 a.o.o e.:t.o and J._nc.ome .oJ._nc.e. J._nde.pe.nde.nc.e.. Thu.o aJLguJ._ng 

agcU.n.o:t :the ":top-heavy" c.haJtac.:teJt ofi J._ndu.o:tJrJ.~ation, he. J._mpUe6 :tha;t had 

:theJte be. en an e.ga..e..uaJtJ._an .6 fUM ;_n :the pa:t:teJtn o 6 aM e.:t and J._nc.ome. fu:tJrJ.bu:tio n 

:the. pMbtem o6 Jte6:tJrJ.c.:ted maJtk.e.:t fioJt c.on.oume.Jt good.o and c.on.oequenily gMw:th 

woutd no:t have ~e.n. 

Pa;tncU.k. dJtaw.o hM .theoJr.e:t.J.c.ctf.. undettpb1nin,q t\Jr.om .the Man x.L.o:t .theoJz,.{,o.i ng 

on :the .o ub j ec.:t o 6 c.U.6 e6 ;_n :the. po.o:t de.pJte6.oJ._o n pel!iod 6oJt advanc.e.d c.apuai..W:t 

c.oun:tJrJ.~wfUc.h J._.o pft_J._nupaUy in :teJtm.o o 6 :the Umued puJtc.ha.oJ._ng poweJt o 6 :the 

A ..J • h 0 : .,. A .. ~ .,. d ' .,. : :th 1 7 I fYiaMe6,. JtefieJtJtUt .:to, . .<..n ;t e. ,.vl.A-\:YUM..uJte. a}., un eJtC.OYl/.>ump<'I.A..on e.pf4y •. -. 1 1. 

15. PcdncU.k. (7979) Page..12 

16. See. Sweezy (7952), Kate.c.k.J._ (7977), Banan and Sweezy (7966), S:tie.ndt (7976) 

17. FoUol!J.i.ng Wft_J._gh.;t (1978), :the. bct6J._c. pMpo.o~on.o ofi undeJt c.on.oump:tio~:t :the6i.o 
c.an be .oummaJt.<..o e.d a.o: 

TheJte .<..6 an J._n:tJrJ.n.oJ._c_ c.o n:tJtadJ._c_Uo n J._n a c.apuat.<..o:t .o o ue.:ty be.:twe.en 
:the. c.on~on.o o6 pMduc.Uon o{) .OuJtp-fu.o vafue and :the. c.on~on.o 
o6 Jti?.a.1.i.oation o6 .OuJtp-fu.o vafue.. ThM J._.o c.on.oequent upon :the fiun
~ ning o 6 :the. c.apu~:t .o y.o:tem wheJte. J._ndJ._viduat c.api:t~:t atway.o 
:tJty :to mJ._f1im.{..o ~ :thw wage b.u..t :theJte.b y Jte6:tJrJ.c.ting :the. de.v do pme.nt 
o6 'e.66ew.ve' demand on .the. pcvr.t o6 .the woJr.k.eM. The manA.6e6:tatiovl 
o 6 :the. J._nabiti:ty :to Jte.at.<..o e. :the. 6u.il vatue. o 6 :the. pMduc.e.d .OuJtp-fu.o i.o 
a 6aU in :the. u. ~uat Jtcde. o 6 pJto 6il. 1 n o:the.nwond.o, an e.x:tJr.eme. dM
pMpoJttiona..e..uy be.twe.e.n :the. .opheJte6 o6 pMduc.tion and c..i.Jtc.u-fation 
-fe.adJ._ng :to a c.o n.oJ._d~o n 0 6 wc.utcdio n a.6 a ..f.irn.i.t..{_ng c.au.o e. 0 6 
pMduc.Uon .<..6 po.o:tuta:te.d. 
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Apa.M. t)Jtom .the. t)aet .that Patvuuk. w., ell an ag[!Jte.ga.te. .o.tilic. Kale.c.lu.an 

t)Jtamwo!tR. a6 WM dMc.UJ.>.oe.d above., .thM line.age. c.an be e!.l.tabwhe.d by attgu,iJ19 

.that .the.oJtetic.af!_ly undeftj_n_v e-o:t.me.n.t M a t)ineJt v Vt-Oio n o 6 u.ndeJtc.o noump.tio n and 

.that undeJtj_n_ve-o.tme.n.t a6 a c.a.tegoJty inde.pendevi:t of) undeJtc.on-6u.rnp.tion M no.t 

.ow.,.tainab-te. AUhough Pitnaik. wou-td lik.e .to di-OM.ooc.iate. f1im.oe-t6 6Jtom .the. 

undeJtc.on-6umptioni.ob,!_!/ oWL .oumma.Jty of) hM (and Rao '-6 l.thuJA wou-td make i.t obviow., 

.that it ha6 .obw ng undeJtc.o 11-6 urn ptio ni.o.t und e.Jt:to ne. 

Even.though a c.JtUc.ia1 no-te hct? been ac.c.onded .to public. ..<_nve...o.tmen.t .the 

c.e.n.tJT.a1 a.Jtgumen.t on .thei!t .the-oM do M Jtemq,{n .the Jte-O.t.ltic..te.d c.o n-6uming poWeJt o_t)_ 

.thfl:___poe_~n,_pJtimaJtily .the WOJt!zing c.laM. AJtguing .that .the plwblern of) c.Jti.oe-0 

a:t le.M.t .to a c.e.Jt:tain e.x;ten.t c.ouR.d be nu olv ed by an equitable fu.t!tibu.tio n on 

inc.ome., clJr.cwJ6 .them uo.oe.Jt .to .the. undeJtc.on-6ump.tioni.o.t .the..oM of) ~ .. 

While. in .the .typic.a-t undeJtc.onJ.>ump.tioni.o.t mode o6 Jte.a~.>oning .the. "e..n6e.d.--Lve 

demand" of) .the wo!tR.Vt-O M .oeen .to be ne-o.t.ltic..ted by .the. a:t:temp.t!.l of) .the. indA..vidua1 

c.api:taiM.tJ.> .to rrU.Mmi.oe ,.thw wage bill, in Patncuk. and Rao '.o .the!.lM ~pe.c.iMc. .to 

the Indian .oi:tua.tio r .. :thi-6 c.ome-o abou.t by a we in .the. 6oodg!tain p!tic.e!.l whic.h 

neduc.e!.l .the Jtea-t wage-o of) .the. woJtk.eJt. The pJtoblemilic. eJ.>.oe.nt.-i.ally Jte.mcuno 

.the. .o arne. 

In t)ac..t .the. !tole on inv e-o.tmen.t whic.h be.c.ome!.l an impoJt:tan.t paM. on .thw 

a.Jtgumen.t 6oliow.o 6Jtom .the Jte-o.t!tic..ted c.onouming poweJt o{\ .the mCL6-6e-6 whic.h le.avv., 

a "demand gap" and o.theJt fioJtm.o o{J expe.ndi:t:Wte (in .thw c.a!.Je.,public. invu.tme.n.t) 

have .to be_ bJtough.t in .to 6ill .thM gap. ThM M what lie!.l at .the hea.M. a 6 .the 

und e.Jtc.o 11-6 urn p.tio ni.o.t aJLgum e.n.t a£.-6 o • 

f '. '. . ' I I 

18. Patncuk. (1984) 
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A:t a .the.onet<..c..a..t £.eve£ a.J!Ao, unde!Unveldme.n;t Ct6 a c..a.te.gony ;.n~e.pe.nde.n.t 

on unde~tc..on6wnption c..anno.t be .6U-O.tMne.d be.c..a.w., e.: 

a. Capda,t.W.t e.xpe.ndduJte. ;.nc...tude_o va.!Uab.e.e. c..apda..t and unde~t 

;.nve_o.tme.n;t wou.td a.u.toma..t.ic..Ct.U.y .tend .to .te.ad .to unde~tc..o Yl.6um

ption. In o.the.Jt wo.tui6, c..on6umption c..omu nMm wagu wfUc..h 

Me .them-6e£Ve.-O a ne.c..UJ.>a.Jty pa.Jt.t on ;_nvu.tme.n;t. 

b. a.-6 ;_n .the Ba.Jta.n-Swe.e.zy-Ka..te.c..fU ge.ne.Jta..t c.JUJ.:,..£..-6 .the.ony, unde.JL

c..on6wnpwn, ove.Jt ac..c..uirru.ta..t.ion, w'!U6e.d pMduc..tive. c..apac..dy 

and a J.>.t.fLong .te.nde.nc..y .to unde!Unve.J.>.tme.nt a.Jte. a.£.l ~nke.d up 

in a c..a.w.,af. ·f.le.que.nc..e.. 

Loc..a..t.ing .the p!tob.tem ;_n .the pove.Jt.ty on .the ma.-6-6e-O and .the~te.by M~b;.ng 

.the c..a.w., e on .the c..Jti-6 e.-0 .to, .the ;.nabildy .to ne.a,t.W e f.luJr.pfu-6 vafue ~ .tantamount 

to Jie.j e.c..ting .the c..lM-6ic..af. Ma.Jtw.t a.Jtgwne.nt. The .tog;.c.., on .t~ a.Jtgwne.nt, 

noUow;.ng Engw it,!..:!_! .that all -6ouet<..e.J.> ~v;.ded in;to UM-6 e-6 have been and 

Me c..ha.Jta.c...t~e.d by .the pove.Jt.ty on mM-6U. T~ on.ty du~bu UM-6 .6ouetiu 

and c..apda,t.Wm in t~ Jte.ga.Jtd ~ not unique. But only unde.Jt c..apda,t.Wm c..Jr.b.:,e_o 

Me .tafUng .the noJtm on OVe!t pMduc..tion ;_nhe.Jte.n;t ;_n W e.c..onom;_c.. .6y.6.tem. What 

noUowo .the~te.none. ~ .that .t~ pove.Jt.ty c..anno.t e.xp.t<Un6 why CJU.o<..-6 oc..c..UJt on.ty 

unde.Jt c..apda,t.Wm and not unde.Jt p!te.c..apda,t.W.t mod e-O on pnoduc..tio n. To e.xpf.<Un 

~6, .the.Jr.enone on ~M .to .toc..a.te .the cL.i_:6ne~te.ntia .6pe.ufiic..a on c..apila,t.Wm 

wfUc..h do u not Ue. ;.n .the. unde~tc..o n6wnptio n on ma.-6.6 e6 but ;.n vafue noJr.m and 

c..ommoddy noJtm. 

The .6o£.ution .to .the c..wJA wfUc..h ~ .6ough.t ;.n a "Jta~c..a..t e.ga..tila.!Uan 

l.:f-r •· '~-h. ·;.-r-~o· . 1 ·~-~o d • .J:.-r .. :b,.-1-: II 20/ +h~-r d d ~:-~ohnk . ,.6ru.0.-t. . .<..f!l.."- e..p~eJtn.ou ,a.-6.610t- an -<-nc..ome. UA/.).VIA- UAA-On.,-.-. J.>o,"'-~ UA.. eman \::A.A..."-''-

79. Anti V~ng (7947) 

20. Pa.ti1Mk (7979)p.6 
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adjt.L6:t6 :to J.Stt.ppfy oJt Jte.aifoc.a:teo pJtoduwon, J.Se.emJ.S :to I.L6 :to be. fogic.aUy 
u 

inde.:teJl.Jn.i..na:te. .• ili :the. one. hand Lc.an be. Mgue.d :tha:t gJte.a:te.Jt ine.quctRM:.y .{.J.) c.oM.{.J.):te.n.:t 

w.il.h h-i_ghe.Jt Jta:te. On ac_c_umufa:t.{_on :thJtough Mghe.Jt fe.vef 0 n J.Saving and on :the. o:the.Jt 

hand a fuc.k. on ·pUJtc.hMing powe.Jt among mMJ.Seo Jteou.-UJ.S in :the. de.Mue.nc.y o6 e.66e.wve. 

demand. IJ.S :the.Jte.fJoJte. one. Mgung 6oJt J.Some. "deo.UW.bfe." level o6 in.e.quali:ty wruc.h 

M c.oM.{.J.):te.n.:t w.il.h bo:th ac.c.umufa;t.{_on. M will M c.Jte.a;t.{_on o6 demand? 

FUJt:the.Jt :theo e. Mgume.n.U .6 e.em :to pJtoc.e.e.d !.A.U;thou:t in.veotigatin.g in. de.:tail :the. 

Jt~oMhlp on :the. Jtele.van.:t fu;t)t.{_bu:t.{.ve.. va.Jt.{.abfeo - :the. Jte.af wage. and :the. tw.:te. 

on pM6d :to :the. tw.:te. on ac.c.umufa;t.{_on. CoMe.que.n.ily :they J.Se.em :to ignoJte. :the. 

me.c.han..{_J.)m :tha:t. beyond a poin.:t an inc.Jte.Me. in :the. J.ShMe. o6 wage~.> whlc.h me.aV/..6 a 

c.oJUteo po nd-i_ng de.c.line. in :the. tw.:te. on fJJto 6dabildy via a de.c.une. in :the. Jta:te. o 6 

e.xpfoaa;t;_on may lead :to a c.oUapJ.Se. o6 inveo:tme.n.:t. Tha:t a rughe.Jt tw.:te. o6 ac.c.u

mufilion c.an pJtoc.e.e.d- wah a de.c.Une. in :the. J.Shevte. o6 wageo c.an be. in.6e.JUte.d fJJtom. 

empWc.af e.vide.nc.e. Jte.fating :to India. She.:t:ty, doc.ume.n.:te.d a de.c.Un.e. in :the. J.ShMe. 

on wage~.> in :the. indt.L6:t!U.a1. J.Se.c.:toJt, whe.Jte.M Mundie., and Sau J.Showe.d :tha:t :the. pelt 

c.ap.{_:ta c.oV1..6umptiOn de.c.line.d dulting :the. pe.hiod,1950-51 :to 1964-65- :the. pe.kiod 

MJ.Soua:te.d wl:th a hlgh --- .:te. o6 6-{.x.e.d c.apdaf 6oJtma;t.{_on.~ The. MJ.Soua:tion. o6 a 

hlgh Jta:te. 0 6 ac.c.umufa;t.{_o VI. !.A.U;th a de.c.Uning .6 haJte. 0 6 wag e6 c.an be. .6 hown wah :the. 
. 22/ 

help o6 a :bJJo J.Se.c:toJt model af.6o.-·-

(LVI.deAc.oV1..6umpUOY.I. :the.oJLij (and ill vcuuan.U) .{_.~.) an adequate. expfayw;toJL~f :thu.{.J.) _{JoJL

e.xp.tainin.q c.weo in. a c.apdalM:t r_c.oYwmy i.6 iliel6 open :to quution'!:l/ a11.d .oo 

21. She.:t:ty ( 7973), Mundie. ( 1975), Sa.u. (1974) 
22. See Vlxovi. 
2 3. FoJL a .6ummMy o 6 :the. c.JLil.{_c_.{_l.)m-t, .tev eJl.ed aqcrrtl1.6:t tmde.Jtc.o Mumpt.io n :th e.oJL.LU 

See Shaik.h (1978) and 6oJt de.:tai.ted d.{.J.)c.f.L6.6ion See Bte.an~y(1976). Fon a 
J.Syn:theo.{.J.) o6 :the..di66e.Jte.n.:t Mevt>0L6:t pe.Mpewvu 011 C.Jr,U.,u :the.o!L.Lu See. 
Ww.6fwp6. (1978 J 
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-i./.:; ill Jte..f.e..vanc.e.. fio!t a c.oun:t!ty whe..Jte.. a fa.Jtge.. pofr.tion ofi .:the. me..aJ!lJ.> o 6 c.oJ!lJ.>wnption 

e..ope..uaffy wage. goodf.. M pMduc.e..d unde..Jt p!te..c.apdaiM.:t J.Jouaf Jte..f.atioJ!lJ.>, J.Juc.h .:tha.:t 

.:the. J.Jouilly ne..c.e..6J.Ja.Jty fabou.Jt time. J..J.J :to a g!te..a.:te..Jt oft feoJ.Je..Jt e..x.:te..n.:t de...:te..Jtm.{_ne..d 

ou.:to-<-de.. .:the. c.apdaiM.:t J.Je..c.toft ofi .:the. e..c.onomy. 

Wdhou..:t go-<-ng -<-n.:to J.Juc.h que..otioJ!lJ.> -<-n de...:taJ._f, J.JJ..nc.e.. J.Juc.h an anafyJ.JM, ronou~ 

:to de..ve..fop_f_ng a .:the..o!ty ofi c.!tMe..o 6oft .:the. .:tllid woftfd, one. c.an quu.:tJ..on .:the. {jac..:tua£ 

obJ.Je..JtvatioJ!lJ.>, .:the. e..mp.{_!Uc_af baJ.JM and .:the. pfteou.mptioiU c.on.:te..n.:t ofJ .:the. unde..Jt-.{_nve..o.:t

me..n.:t hypo.:the..oM. 

ApM.:t fiMm Pa.:tna-<-k. and Rao, and SftJ._nivMan and ,\la.Jtayana, .who a.:t;tJt.{_bu..:te.. .:the. 

phe:.nome..non ofi de..c.e..f.e..Jtation :to public. .{_nve..o.:tme..n.:t, (£oft Jtadic.affy eli£ fJe..Jte..nt fte..aMJ!lJ.>), 

mOJ.J.:t O.b .:the. o.:the..Jt e..c.onom-i./.:;U have. ~0 g_f_ve..n a a.:t fe..M.:t a pafttiaf e..xpfana.:tOfttj 

J.J.:ta.:tM. In fiac..:t.~one.. c.ommon fiac..:toft :to m0-6.:t ofJ .:the. hypo.:the..oM J.Je..e..rnJ.J :to be. .:the. 

fte..c.ognition o6 .:the. .{_mpac..:t ofi public. .{_nve..o.:tme..n.:t on .:the. .{_ndu.J.J.:tft.{_af de..c_e..f.e..Jta.:t.{_on .{_n 

India. Even :though .:the..Jte.. M J.Jome.. c.oJ!lJ.>e..JilJ.>M on .:the. be..cuU.ng ofJ public. -<-nve..o.:tme..vr;t on 

.:the. e..c.onom.{_c. gMw.:th -<-n ge..ne..Jtaf and -<-ndM~ gJtow.:th -<-n pa.JtticufM .:the..Jte.. M no 
' 

c.oJ!lJ.>e..JilJ.>M on e..lihe..Jt .:the. c.au.J.Jai.ilie..o oft .:the. me..c.haVI.Mm ofJ ope..Jtati?n o6 .:the..oe.. .{_mpac.U 

and ftUJ.J J.Jo on .:the. polic.y pfte..oc;l;_ption 'J.J fJoJWJa.Jtde..d. The. .{_mpac.U o 6 public. btve..o.:tme..n.:t 

on -<-ndu.J.J;tft.{_af de..c.e..t·e..Jtation .:tha.:t have. be..e..n poJ.J.:tu.fa.:te..d vMy fiMm J.Jupp.ty J.J.{_de.. .{_nfJfta-

J.J.:t!tuc..:tu.Jte.. boW.e..ne..c.~ :to demand J.J-<-de.. c.oJ!lJ.>.:t!tMnu. The. e..a.Jtlie..o.:t hypo.:the..oM fte..ga.Jtding 

.:the. pe..Jtfio!tmanc.e.. 0 n agft.{_c_uUufte.. J.J.fow_f_ng down .:the. gMw.:th .{_n .:the. .{_ndM:tJU.a.f J.J e..c..:toft 

-<-nc.oftpo!ta.:te..o public. -<-nve..o.:tme..n.:t mhe..Jt by a.Jtgu..{_ng .:tha.:t a .tow pe..Jtfio!tmanc.e.. o6 ag/{_.{_

c.ul.:tu.Jte.. fe..adf.. :to e..JtoJ.J.{_o n o 6 gove..Jtnme..n.:t J.Jav.{_ng and he..nc.e.. public. inv e..o.:tme..n.:t oft 

ite..ve..Ming .:the. c.au.J.Jc~Li.;t!J by a.Jtgu..{_ng .:tha.:t a de..c.line.. in agfl_J._c.u.Uu.Jte.. WM a c.oJ!lJ.>e..que..nc.e.. 

Jta.:the..Jt :than .:the. c.au.J.Je.. o6 de..c.line.. in public. inve..o.:tme..n.:t. 

S.{_mila.Jt.fy, .:the. -<-ne..fi {J.{_ue..nc.y, bM e..d a.Jtgu.me..n.:t Mndf.. .:the. ge..ne..6M 0 n .:the. 

p!ta bfe..m -<-n .:the. gftowinq ine..{J Mue..nue..o in public. J.J e..c..:to!t inv e..o.:tme..n.:t M M fte..bfe..c..:te..d 

by inc.fte..Ming inc.~te..me..n.:taf c.apUCLf. ou..:tpu..:t JtatioJ.J. Fwt.:the..Jtmofte.. .:the. p!timac.y M g.{_ve..n 
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:to .oupp.ty .oide hnpach by Mguing :that :the inve.o:tment {Ja..f1line flac.ed by the 

inflJrMVw.c.twz.a£. .oec.toft had a gJtow:th c.hokin.g eJ)flec.;t on :the. e.c.onom!J a.o a whoCc.. 

Covt-6equent.ty a .o:tep up '6vit!f_ in -the inJ)Jta.oVw.c.twz.a£. .oec.toM i-6 pfte.oc.!Ubed. The 

ftea.oon -6oft a decLine in pubUc. inve.otmen.t in :the po.o:t mid .oix.t.ze.o i-6 .oee.n ~.11 :the. 

"c.ovt-6e.ftvative a:t:titude :towaJI.d.o deMU:t Mnanung". 24 1 

Thu.o, :thene i-6, in :the Wenatwz.e, a g enefta..C ftec.og M:tio n o 6 pubuc. inve.o:tment 

a.o an e.xpla.natofty va!tiab.te in indu.o:t!Ua£. de.c.e.teftation, 6oft whateven fteaMvt-6, and 

WO ;theneJ)ofte :the .Oigniflic.ani inflfuenc.e Ofl :the .o;tate OVeft :the ac.c.umu.f.ation pftOC.e-6.6 

in paJI.tic.ula.Jt and :the .teve..t ofl mac.Jtoec.onomic. activity in genefta..C. Oflc.oUMe.J Patna..dz, 

by expUU:t.ty (ftec.ogni.oing :the Jto.te o 6 :the .o:tate and) :tftying to exp.tofte :the. ne.xu.o 

between ac.c.umu.tation pJtoc.e.o.o and :the .o:tate ha.o made an undevu.ab.te advanc.e. Th.i-6 i-6 

.oo bec.a..u.oe a gfteat dea£. c.an be .teaJLned about c.wi-6 - ill o!Ugin, 11atwz.e and {)oftm -

by .oeung d :th!wugh :the .opec.tJtum ofl :the .o:tate. On :the o:then hand, given :the fte-O

povt-6e ofl :the .o:tate :to a .odua:tion ofl c.JL.ihi..o, d c.an a.C.oo ~.>enve a.o a ~.>:taJI.ting point 

J)o4 an enquilttj ftegaJLding :the na:tufte and c.haJLac.ten o 6 :the ~.>.tate'!:i/ and pftovide .6ome 

Sevefta.£. a.opech o6 State in.tenvention and a.Mi.otan.c.e. to c.apitc<-.t have not 

been ftec.ogni.oed in :the Indian debate on de.c.e.tenation. Foft it .6ee.rn.6, 6ftom the wau 

:the gJtow:th and .o:tabiU:ty ofl :the ec.onomy p!Uoft :to :the. mid .oixtie.o have be.e.n e.xp.taine.d 

by the. Jto.te ofl .otate inve.o:tmen.t and a.C.oo :the aUeviation ofl :the. c.Wio :thJtough an 

24. AhfuwaUa (1984) page 169 

2 5. It need-6 :to be c..tM; 'i..ed :that we: Me. not adopting a !Leduc.tioni.o:t appJtoac.h 
and .ougge.oting :that a c.omp.te:te. :theofty ofl :the State c.an be. de!Uve.d J)Jtom a 
:theofty ofl ac.c.umu.tation ~U., whic.h wou.td mean .6ub.ouming :the. .o:tate unden 
ill ac.c.umu.tation flunc.tion. 
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a.. pu.bUc. inve.f.Jtme..nt peA 1.1 e. R..e..a.d-6 to gJz.owth o 6 

output in the. pJz.iva.te.. 1.1 e..cdoJz. 

b. pu.btic. inve.f.Jtme..nt i-6 1 e..xoge..nou.-6 1 to the. l.!ljl.!te..m ~.>u.c.h 

tha.t it be..a.Jz.-6 Utile. oJz. no Jz.e..la.tion to e..itheA ill 

own pJz.o6itabitity oJz. the. a.c.c.u.mu.R..a.tion ~e..qu.ih..e..me..nt-6 o6 

c.a.pita.L . 

The. 6iMt a.Mu.mpilon ~.>ee..m-6 to ove..Uook. the c.omplex Jz.e..la.tion~.~hip be..twe..e..n ~.>ta.te.. 

a.nd c.a.pila.R... · It ne..ed-6 to e..mpha.~.~ize..d tha.t pu.buc. inv~tme..nt, i-6 but one. o6 

the 6oJz.m.6 o 6 ~.>ta.te.. 1 1.1 .a.M~ta.nc.e.. to c.apilal. WWe.. il might be. tJz.u.e tha;t public. 

inve.f.Jtme..nt WM in~.>tJz.u.me..rvea.R.. in the. ph.. e. 196 5 pe..Jz.iod o 6 gJz.owth, it do e-6 not 6ollow 

tha.t it would ha.ve c.ontinu.e..d to 6o~.>teA gJz.owth in the la.teA pe..Jz.iod a.ll.!o. The.. 

Jz.e..qu.ih..e..ment-6 o6 c.a.pila.R.. c.ha.nge.. in 6oJz.m, c.ontent a.nd ma.gnilu.de.. depending on the. 

~.>ta.ge o 6 de..ve..R..opme..nt a.nd 1.10 do the. 6oJz.m.6 o 6 ~.>ta.te.. 1 1.1 a.Mil.!ta.nc.e... 

Give..n thi-6 k.ind o6 a.n u.ndeAI.!ta.nding the. "pJz.oti6eAa.tion o6 l.!u.b~.>idie-6 a.nd 

gJz.a.nt-6 to pla.c.a.te.. •••• with c.o n1.1 e..qu.e..nt Jz.e..du.c.Uo n in a.vaiia.ble.. .6 u.Jz.plu.-6 6oJz. public. 

c.a.pila.R.. 6oJz.ma.tion"J:i..l ne..e..d not b.e.. c.on~.~ideAe..d M a. "wa.~.~te..". It c.a.n be. be..tteA 

u.ndeAI.!tood M a.nothe..Jz. 6oJz.m o6 Sta.te.. 1.6 a.Mil.!tanc.e.. c.on~.~il.!te..nt with the. c.apita.R..-6 

ph..e-6 e..nt Jz.e..q u.ih..e..me..nt-6 • 

Whit i-6 e.f.J~.>e..ntially bung Mgu.e..d i-6 tha.t a-il.! poMible.. tha;t the. JLe..quA.Jte..

me..nt-6 o 6 the. Indian pJz.iva.te.. c.apita.R.. c.hange..d a MeA mid ~.>ixile-6 ~.>uc.h tha;t a dih..e..c.t 

and ove..Jz.t inteAve..ntion Uk.e.., public. inve.f.Jtme..nt, Wa-6 no tongeA e..Me..ntial but wha;t 

Wa.6 pe..Jz.hap-6 Jz.e..quA.Jte..d Wa-6 a~.~.oil.!tanc.e.. in the. 6oJz.m o6 l.!u.b~.>idie..-6, 6oJz. e..xample.., to 

exploit e..xte..Jz.nal mMk.e..t6.!II 

26. BMdhan (1984) p. 61 

27. c..6 Se..n, S.(1982l FJz.om ImpoJz.tSu.b~.>tilu.ilonto Expoh..t PJr..omoilon •. PoUc.y 
planning. in India 11.1 .·FoJz.ugn TJz.a.de.. Se..cdoJz. "Ec.onomic. and Po~c.at We..e..k.ty 
Annual Nu.mbeA 19 8 2 ". 
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I.t _,{_}., aJtguab.te., fiuMheA, .that what WM Jte.qtUJte.d by the. p!Uvate. c..ap{;ta.t, 

aflteA a .taJtge. c.apilal. good6 -6 e.c.toJL WM a.f.Jte.ady c.Jte.ate.d p.!UoJL to the. pian holiday 

whic.h WM in -6ome. -6e.Me. '-6u1)6.£U.e.nt' fioJL that f.e.ve.£. o6 ac.c..umu.tation, WM the. 

af..toc.ative. .type. o6 )._f'LteJtve.nt{.on whlc..h c.Jte.atu e.c..onomic. c.ondition -6u)..;tab£.e. {joJL 

ac..c.umu.tatio n and )..n adcU:tf._o n .to .t~ -6 om e. phy.o)..c.a.t )..nput-6 in c..e.Jttain .o pe.U. Me. 

Me~'!:!! whic.h aJte. moJte. ~6 .the. natuJte. o6. mafU.ng ac.c..umu.tation pJtoc.u.o "-6moo.:th" 

Jta.:theA .:than o 6 "Jr.U.:toJting ac.c..umu.tati; n". 

G)..ve.n .:t~ .type. o{j Jte.Moning aggJte.gate. public. )..nvu.:tme.n.:t M a "homoge.nou.o 

mag nU.u.d e_. II d0 e.f.l not Jte.main .:the. 0 nf.y Jr. e_f.e_.v ant Va!tiab.f_e_. n 0 Jr. e.Xp.taining d e_.c_ e.f.eAati0 n 

M il hM be.e.n .:tJte.ate.d )..n .the. WeJui;tuf1.e.. FoJL, what ma.t.:te.JL.6 apaJtt {jJtom w gJtow.:th 

i.6 ru c.ompo-6ilion acJ1.o-~-6 d)..6{jeAe.n.:t -6e.c.toM, whic.h have. d)..ve.Me. Jtof.u .:to pf.ay in 

.:the. pMc..e.-6-6 o 6 e.c..o nomic. gMw.:th and whl.e.e. .:the. M.te. o 6 c.e.Jttain .6 e.c.toM )..nc.Jte.M u 

Go)..ng be.yo nd .:the. notion o 6 aggJte.gate. public. .:tnv u.:tme.n.:t one. c.an vi.oua.ti.o e. 

a c.hang)..ng pa.:t.:teAn oveAilme. wdhln public. )..nvu.:tme.n.:t - in .:te.Jtm.o o 6 ill -6.:t.Jr..u.c.tUJte.. 

A -6hlflt )..n public. )..nvu.:tme.n.:t may oc..c.UJL_J 6oJL e.xampf.e., )..n {)avoUJL o6 .:the. .oe.c.toM whlc..h 

.:th.Jtough .:thw -6timuJ...ation o{j p.!Uvate. -6e.c.toJL may incte.Me. .:the. Jtate. o{j )..nvu.:tme.n.:t )..n 

.:the. e.c..onomy e.ve.n wh.e.n .:the. gJtow.:th. Jtate. o 6 aggJte.gate. pubf.J_c_ invu.:tme.n.:t i.6 de.c..lining. 

and vic..e. ve.Ma. Suc.h. a .o-ixuation may, o6 c.ouMe., )..n .:tUJtn c..han.ge. .:the. c.ompo.odA.on 

o 6 .:th e. ag g Jr. e.g at e. )._n v e.-6 .:tm e.n.:t in .:the. e.c..o nom y .:to .:the. e.x.:t e.n.:t pub lie. )..n v u .:tm e.n.:t di 6 6 e.M 

{jJtom p.!Uvate. )..nv u.:tme.nt. T~ may e.ve.n f.e.ad .:to a c.hang e. )..n .:the. .o oUJtc..e.-6 o 6 gJtow.:th. 

Suc.h aJte. .:the. fU.nd6 o6 e.mp)._JU.c.a.t and ana.tytic.a.t i.o.ouu .:that dueAve. .:to be. 

.too k.e.d at c..aJte.{ju.t.ty i{j one. we.Jte. .:to c..omme.n.:t on .:the. Jtof.e. o 6 public. inv u.tme.n.:t in 

. de. c.. e.£. eAatio n Jtath e.Jt .:than Jte.main pJte.o c_c_upi e.d wah ag g Jr. e.g ate. public. )..n v u.:tm e.n.:t. 
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A paM: f,Jtam :the. LH'!!.> cJ..e.ntiMc. hancLUng o 6 data on e.v e.n :the. mM:t c.fllicJ..c.a.t 

magni.J:udeo in !.lome. of, :t',_e_, mo-5:t in6-f_U.e.ntia.t wtU;Ung,o~ :the. f5oc.U.6 ot5 whate.veJL 

t5Jtagme.ntaJty e.vide.nc.e. :that ha.6 be.e.n ana.ty.6 e.d i-6 a.tmo.6:t e.xc.fuo.{_ve.fy in :te.Jtm-6 o t5 

:the. Jta:te. o t5 gJtow:th of., pubUc. inveo:tme.n;t. "A pfwpeJL view o t5 :the. :tJte.nd in c.apda.t 

na;t.{_onctf p!toduc.:t, (i.e.. Jta:te. o£ inveo:tme.nt) t\Jtorn whic.h :the. .oaving.o e.mbocUe.d in 

c.apda.t f,o!tmation CUte. d.Jtawn, and f,oJt :the. p!toduc.:tion o t5 whic.h c.apdo.£ invco:tme.nt 

i-6 made."~/ implying ':theJLe.by :that apaJLt f,Jtom :the. Jtate. o t) gJtow:th o 6 inve..o:tme.nt d 

i-6 :the. Jta:te. of, inveo:tme.nt whic.h i-6 equally, if, no:t, moJte. impoJt:tant. 
J 

MoJte. impoJt:tanily pubUc. inveo:tme.nt ha.6 o t):te.n been :tJte.ate.d a.6 i{j d we.Jte. 

a homoge.noU.6 e.n:tdy, .cit a point ot5 :time. and Jte.maine.d .oo oveJL :time. .ouc.h :that no 

ma:t:teJL wheJLe. d Wa.6 inv eo:te.d, :the. gJtow:th 9 e.nvr..a:t..ing e.t5 t) ern would Jte.main :the. 

.6 am e.. In o:theJL woJtd-6, :the. c.ompo.6.{_;t.{_o n o t5 public. i1w e..o:tme.nt - in :te.Jtm-6 o 6 ili 

fu:t.Jt.ibu:tion ac.Jto-6.6 l.le.c.:to!t-6 and MJ.>e.:t .o:tfllic.:tuJte. - ha.6 be.e.n :totally ne.gle.c.:te.d. 

No e.nqu.{Jty Jte.gaftd.{_ng :the. .o:tfllic.:tuJte. o t5 inv eo:tme.n;t 1 :the. c.hang e..o in d and :the. 

c.on.6e.que.n:t .impac.:t otS .6uc.h .ohitS.:t-6 on gJtow:th ha.6 be.e.n c.aMie.d ou.:t. Con.6e.que.nUy 

one. 6 e.e.l-6 :that :the. ana.ty.oi-6 c_o nduc.:te.d hM be.e.n bM e.d on inn eJLe.nc.e..o 1 and .impli

c.alion and :the. poUc.y OvtteJLnative. .ou.ggeo:te.d- cLJte. ba.6e.d on p!teou.mption-6 Jta:theJL :than 

e.mpiJtic.a.t f,aw. The. point we. cVte. :tJtying :to mak.e. c.an be. iliU.6:tJtate.d wdft an 

29. HeJLe. we. CUte. Jte.f,VLJting :to Patnaik. ( 1984) who dJtaW.o intSeJLe.nc.eo abou.:t the. 
Jtate. of, gJtaw:th ofJ public. inve..o:tme.n:t t5Jtam a .6e.Jtieo on pu.bUc. inve..o:tme.nt 
at 1970-71 p!tic.e. 1 whic.h hM be.e.n c.ompu:te.d (no:t by him) by U.6ing impUc.d' 
de.tlf.ato!t-6 otS :the. whole. e.c.onomy c.apda.t t\oJtmation.- w'Uc.h ha.6 le.d :to e..oti-
maliona.t eJLJtOJt-6 :to :the. e.x:te.n:t r;f, 30% in :the. .6eJL.le..6. FoJt de.:tai.t-6 .oe.e 
Appendix 1 of, Chapte.Jt 3 below. 

30. Kuzne.:t (7987) p.4. 
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example.; ge.n~e.d Mgume.n-ta.tion .Uk.,e., "dec.e.le.Jr..ation in the. !tate. o{) gfLowth 

o {) pu.b.Uc. inve.o.tme.n.t {)Mm the. mid .6ix.tie.o o n.waJl.d-6 imp.Ue.d that c.apac.dy c.ou.ld not 

be. {)u.lly u.ti.u-6 e.d in c.e.fLta,[n c.apilal good-6" abound in the. lile.ILCLtu.ILe.. Su.c.h an 

imp.Uc.ation nee.d not {JoUow i{J one. c.o Vl..6ide.M the. p0.6.6ibi.uty on inc.ILe.M e.d "c.apilal 
. 

good-6 inte.Vl..6iltj" o{J pu.b.Uc. inve.o.tme.nt .6u.c.h that an u.nd~cdion o{) c.apilal 

good-6 indu..6tfLy fLe.6u.fting {JILom a de.c..Une. in the. fLate. o{J gfLowth o{) aggfLe.gate. pu.b.Uc. 

inve.o.tmint i-6 c.ompe.Vl..6at?-d ade.qu.ate-f.y (oiL mofLe. than ade.qu.ate.ly) by the. we. in the. 

"c.apila£. good-6 inte.V1..6ily" (pe.IL u.nil) o{J pu.b.Uc. inve.o.tme.ntJ.!_Iwhat i-6 bung Mgu.e.d 

i-6 that a pMpe.IL u.nde.M;··:anding o{J the. demand ge.ne.ILCLte.d by pu.b.Uc. inve.o.tme.nt c.annot 

be. ac.hie.ve.d by looking a;t the aggfLe.gate. pu.bL[c. inve.o.tme.nt bu.t by examining the. 

move.me.n.t-6 o{J it-6 c.ompone.n.t-6 and thw be.haviou.fLal patie.ILn ove.IL time.. 

Having ~c.a.Uy .6u.mma.Jl.i.6 e.d in thi-6 · c.hapte.IL, the. the.ofLe.tic.al c.o nte.nt and 

the. e.mpi~Lic.a£. a.ppJioa.c.h o{J the. u.nde.IL-inve.o.tme.nt hypothe.oe.o,we. .6ha.U. in the. c.hapte.M 

that {JoUow analtj-6 e. the. gMwth patie.ILn and in.6tabi.uty on pu.b.Uc. inve.o.tme.nt at a 

dMa.ggfLe.gate.d le.ve.l. 

Chapte.IL Z piLov-<.de.o cin ove.IL- view o6 the. a.ggfLe.gate. pu.b.Uc. inve.o.tm6nt vi-6-a.-vi-6 

the. a.ggfLe.ga:te. -<.nve.o.tme.nt -<.n the. e.c.onomy .. 

Cha.pte.IL 3 cli-6c.u..6.6e.6 the. .6ou.fLc.e.6 ofi da:ta available. 6ofL a. dMaggfLe.gate.d 

.6tu.dy on pu.bUc. -Lnve.o.tme.nt and poin.t-6 ou.t thw .um-LtcdioVI.-6 a.vtd .6ou.fLc.e.6 o6 eJUtofL. 

Chapte.IL 4 la.y-6 ou.t the. the.ofLe.tic.a£. {JILame.wofLk. o 6 ou.IL .6tu.dy. It i-6 de.vote.d 

to e.otabw hing the.ofLe.tic.a.Uy the. impofLtanc.e. 0 n the. .6tfLu.c.tu.ILe 0 n inve.o.tme.nt in 

de.te.ILmin.ing the. fLate. 0 {J gfLoWth 0 D ou.tpu.t. 

Cha.pte.IL 5 ta.k.e.o u.p {JaiL de.tade.d analy.6i-6, in te.fLm-6 o 6 gfLowth, -<.Vl..6tabi.uty 

and c.ompo.6itiona£. .6hi{Jt, pu.b.Uc. inve.o.tme.nt by Indu..6:t.ILIJ ot) Me. and e.x.p.tofLeo the. 

31. Thi-6 Mgume.nt hM be.e.n ta.k.e.n u.p in detail in Chapte.IL 4. 



Jz.elctU.oYL6h-Lp, at :the. !.>arne. .f..e.vel o6 fuaggJz.e.gctU.on, be;twe.e.n pubuc. inve.~.>tme.n:t 

and p!z._{_vate. inve.~.>:tme.n:t. 

Cha.p:te.Jz. 6 _{_/.) an e.x:te.YL6ion o6 Cha.p:te.Jz. 5 M U goe.~.> on :to a.nai.yl.>e. public. 

inv utme.n:t at a. 6WL:th e.Jz. le. v e.£ o 6 cL.W a.g g fl. e.g at_{_o n. Th_,[J.> c.ha.p:te.Jz. anal. !:fl.> e.~.> :the. 
I. 

I•' 

c.ompone.nt-6 o6 pubuc. inve.~.>tme.n:t (i.e.. Ml.>e.:t J.>:t!z.uc.:tUJz.e.) wlih-Ln e.ac.h indUJ.>:tll.!f o6 

l Ul.> e.. ' r' ... , 

Chap:te.Jz. 7 Jz.e..f..ate.~.> inve.~.>:tme.n:t and inc.Jz.e.me.n:tal ou:tpu:t in pubuc. l.>e.c.:toJz. by 

IndUI.>:t!z.y o6 Me. :to c.omp.te.:te. :the. fuc.UJ.>I.>ion on :the. J.>:t!z.uc.:tU!z.e. o6 public. inve.~.>tme.n:t. 

A de.c.ompo!.>ilion .e.x~e. _{_/.) c.a.Jz.Jz._{_e.d ou:t :to Ml.>e.J.>I.> :the. c.on:t!z._{_bu;t_,[on o6 pubuc. 

~.>e.c.:toJz. :to :the. e.c.onomy'l.> inc.Jz.e.me.n:tal c.ap_,[;ta..f.. ou:tpu:t Jz.at_{_oJ.>. 

Cha.p:te.Jz. 8 l.>umm~e.J.> :the. mMn. aJz.gume.nt-6 and e.vide.nc.e.~.> :to pll.e.J.>e.n:t .oome. 

:te.n:t.CLU. v e. c.o nc..f..UJ.> io YL6 and _,[m puc.atia YL6 o 6 :the. .6 Jtudy. 

J 
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Table. 1.1: Inde.x Nwnbe.M o6 IndUJ.Jbu.iLt PtwduW.on 

Ye.CVL 

7955 
7956 
7957 
1958 
7959 
1960 
1961 
1962 
7963 
1964 
7965 
1966 
7967 
1968 
7969 
1970 
1971 
1972 
7973 
1974 
7975 
7976 

Svuu. 'A': 1956=100 SvueA JB':-7960 =100 Se.tU_e.o 'c'~ 7970 =too 

Ge.nVtat Ge.nV!.al Ge.nVta.t 
Index .Manu6actwung I nde.x Manu6actl1!Vlng I nde.x Manu&ac;tu;Ung 

97.9 91."6 (72. 7) 73.8 
1 .00. 0 1:00. 0 (,78.4) 79.6 
104.2 103.3 (82.7) 83.4 
107.7 106.2 (84.4) 84.8 
116. 8 114.9 (90.3' 90.5 
130.2 127.9 100.3 100.0 
141.0 737.9 109.2 109.2 
752.9 149.2 779. 8 779.6 
167.3 762.9 ·129.7 12 9. 1 
177.8 17 3. 6 '140.8 141;2 
187.7 I~_! • 3 153.8 154.0 
792.6 186.0 153.2 151. 7 

752.6 149.6 
163.0 158.7 
175.0 170.6 
184.3 178.9 100.0 100.0 
186.1 178.9 104.2 1 04. 2 
799.4 797. 4 11 0. 2 11 0. 1 
2?.0.7 193.4 772. 0 772. 2 

(270.7) (202.2) 114.3 11 3. 0 
(279.9) (207. 7) 779. 3 116. 1 

1 31. 6 727.7 

No.:te.: FoJt swe.o B, .:the. MgU!te. g;_ve.n ;_n bJtac.k.w Me. d~ve.d 
6Jtom ).) e.tU._e_o A and C Jteo pe.c.tive..ty 

SoUJtc.e.: NayyM, V (7978) p.1266 
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IVt.dex NwnbeJL o-6 P!todu- AveJtage gJtowth. 

I Vt.di.L6tfLIJ G!toup dloVt. 7960 100 !tate peJL an.1w.m 

wu9h:t6 1955 1965. 7975 7955.,-65 1965-75 1960=100 

Food P!toducto 12. 09 . 75.9 122.2 171. 2 4.9 3.4 
BeveJtage.o aVt.d Tobaw,.- 2. 22 61.7 147.6 200.9 9. 1 3. 1 
T e_x;t,Ltv., 27.06 94. 1 114.8 112.0 2.0 -0.5 
Ch.emic.at6 7 .. 26 60.1 152.6 306.9 9.8 7.2 
No VI.- mdcU'.lic. m1Vt.e!Lat6 3.85 53.7 149. 1 243.3 10.8 5.0 
BM1c. Mdat6 7.38 53.3 180.9 242.3 13.0 3.0 
Meta£ P!toducto 2.51 54. 7 205.6 310.0 14.3 4.2 
Mac.hlVt.e!LIJ - Vl.O VI. etec.tft1c.a£ 3.38 · 35. 5· 320.9 623.6 24.6 6.9 

· Uec.tft1c.a£ mac.hlVI.efLIJ 3.05 49.0 208.2 443.8 15.6 8.0 
TMYL6po!tt 7. 77 99.2 265.3 149.4 7.6 -3.2 

All ma.Vt.Ufiac.tu!t1Vt.g 84.91 73.8 154.0 207.7 7.6 3. 1 

MiVI.1Vt.g an.d Qua!tfLIJ 9. 72 74.6 1 31. 7 189.8 5.9 3.7 

Uec.tft1cily 5.37 57.5 190.9 461.8 14.0 9.2 

Total. IVt.dU4tkia£ Pnoduc.t1oVt.100.00 72.7 153.8 279.9 7.8 3.6 

SoMc.e: op.c.il p.1267 

\\-\- ~SS 
' "---1l~ 

,' DISS --~--\ 

332.671520954 1 

078 St · 

lllllllllllllllllll/lllll 
TH2065 

. _ _} 



Z2 

Ne.t Vafue added 

I. II 

To.:tal 8.0 5.7 

1. BM.[c_ Good6 11. 0 5.9 
Z. I ntvuned.[a.:te Good6 5.7 4.5* 
3. Capaal Good6 15.4 6.6 
4. CoVl.6umeJt Good6 4.7 5.6* 

a. VWtab.te6 11. 5 1 0. 8·* 
b. NOV1.-VWtab.te6 4.Z 5.0* 

PeJtc.ent peA aVJ,num Ne.t 
value o fi ou;tpu;t 

I II 

8.8 6.6 

12.2 7.3 
9.4 6.2 

15.8 7.4 
5.9 6.Z 

12. 3 11 • 9 
5.7 5.7 

6. I npu;t BM ed C.f.M.6.[6.[c.atio 11 

I 
I 

\ 

1 • . Agno bM e.d 
2. Me.tal .BM ed 
3. Ch.em.[c_al BM e.d 

3.7 
14. 1 
8.2 

4.4* 
6.5 
8. 1 * 

5.9 
14.6 
11 • 3 

5.0 
i. 2 

11 • 2 

l 
~----------------------------------------------------------------~ 

No.:te.: Fofrm ofl e.qu.atio11: Log Y = a + a'V + b.:t + b'V.:t whene 

V = 0 up.:to 7965-66 a11d 1 .:th.eJu!.anteJt 

* S:tati.6Uc.aJJ..y 11o.:t .6.[gn.[6ic.aVlily d.[fJneJtent nnom .:the e.a.JL.Uen peJUod. 

SoWtc.e.: Ah..tuwa.t.[a (1985) p.21 



GROWTH ANV INSTABILITY OF PUBLIC INVESTMENT 

M (..{l(U aJtgue.d -<-n :the. pll.e.c.e.e.d-<-ng c.hap:te.Jz., :the. in.:te.Jz. Jz.ei.a:tio~Uh-<-p be.:twe.e.n 

:the. S:ta:te. and c.apUal o pe.Jz.a:te..~.> a:t d-<-n n e.Jz.e.n..:t .te.vw and i-6 e.xpll.e...6.6 e.d -<-n d-<-ve.Jz..6 e. 

6oJuM. Howe.ve.Jz. il c.anno:t be. de.n-<-e.d :tha:t g-<_ve.n :th'e. ~gi-Otic. de.ve..topme.n:t 

J.J:tJz.a:te.gy puJv.Sue.d -<-n Ind-<-a :th!z.Ough a poUc.y on S:ta:te. ac.c.umu.tCt.tion, pubUc. -<-nve..~.>:t-
' 

me.n.:t i-6 ne.c.e...6J.Ja.JU..R_y one. on :the. maj all. poUc.y -<-~U:tJz.ume.n.:t.6 c.apab.te. on Jz.e.gu.tating 

:the. Jz.a:te. on -<-nve..~.>:tme.n.:t and noJz.c.-<-ng :the. pac.e. on e.c.o nom-<-c. gJz.ow:th. 

The. doma-<-n on :the. pubUc. .6e.c.:toJz. -<-n Ind-<-a · be.noJz.e. -<-nde.pe.nde.nc.e. WM c.onn-<-ne.d 

.ta!z.ge..ty :to pubUc. ~e...6 Uk.e. po.6:t and :te..tegJz.aph, .tr..aJ...e.way and Jz.oad :tMIUpoJtt, 

and po!z.:t.6. The. po~c.a.t -<-nde.pe.nde.nc.e. on India c.oiU-<-de.Jz.ab.ty e.n.taJtge.d :the. po.6.6-<-

biliile...6 noll. :the. u.t<LL6atian on :the. S:ta:te. noll. ac.c.e..te.Jz.a:t-<-ng :the. pll.OC.e...6.6 on e.c.anom-<-c. 

de.ve..topme.n.:t, :though il ne.e.d.6 :to be. no:te.d :tha:t a Jz.e.a.i..M,ation on :the..~.>e. po.6.6-<-biliile...6 

and :the. de.gJz.e.e. :to wh-<-c.h U c.oul.d be. ac.h-<-e.ve.d de.pe.nde.d on :the. .6aua po~c.a.t 

J.J:t!z.uc.:tuJz.e. and na:tuJz.e. on :the. newly noJz.me.d J.J:ta:te. and :the. .6oue.:ty. 

The. e.me.Jz.ge.nc.e. and e.J.J:tabwhme.n.:t on :t( . PubUc. Se.c.:toJz. -<-n -<-nde.pe.nde.n.:t Ind-<-a 

c.an be. a.6.6oUa:te.d Wilh :th!z.e.e. pll.OC.e...6.6e...6: 

a. :tMIUne.Jz. on pMpe.Jtty on :the. c.o.ton-<-a.t gove.Jz.nme.n.:t and :tha:t on 
pJz.-<-nc.e..ty J.J:ta:te..~.> :to :the. na:tio na.t J.J:ta:te. 

b • Na:tio na.ti-6 a.Uo n 

c.. Public. Inve.J.J:tme.n.:t 



.oecto.tt, -<-n. Ivu:Ua ft cUd n.o.t c.on.t:Jt.,[bu;te .o-Lgni6-Lc.a.n.ily bec.ctU.-6e ill .tto.te -Ln. .the 

p.ttoc.e.o.o o6 eme.ttgen.c.e and development o6 .the pubUc. .oecto.tt wa..o c.on.dft-Lon.ed by 

.the en..t.ttep.tten.eu.tt-La..t a.c..t-tv~e.o o6 .the c.o.ton.ia..t gove.ttn.men..t.o and .the 6o.ttme.tt 

- p.tt-Ln.c.ety .o.tate.o. S-Ln.c.e .thw a.c..t-Lv~e.o we.tte ex:tJtemety Um-L.te.d, .they dete.ttm-Ln.ed 

.the Umfta.tion..o o6 ill .tta.te. ThM c.a.n.' be b.o.ta.n..t-La..ted by .ta.fUn.g a. bft-Le6 .took 

at .the hM.to.tty o6 development o6 .the .o.ta..te -Ln..te.tte.o.t -Ln. .the ec.on.omy • .!J F.ttom 1830 

till 1913 .the .o.tate -Ln..te.ttven..t-Lon. wa..o m-Ln.ima..t a.nd .tte.o.t.tt-Lcted .to pubUc. u;t,U.;_;t)_e_.o, 

e.o.o e~y po.o:tA and .tueg.tta.ph. Between. 1914 .to 19"3 8 .the .o.tate .o.ta..tt.ted g e.t.Un.g 

mo.tte -Ln.vo.tved by .tevy-Ln.g p.tto.tec..t-tve .ta..tt-L66.o, and g.tta.n..t-Ln.g 6-Ln.a.n.c.-La..t a.-Ld and 
' 

a..o.o,U,.ta.n.c.e .to -Ln.du.o.t.tt-Le.o. Vu.tt-Ln.g .thM pruod .the gove.ttn.men..t began. .to .ttec.ogn.ize 

ill .tte.o po n..o-Lb-LU.ty -Ln. .the ma..t.te.tt.o o 6 -Ln.d.u.o.t.tt-La..t de veto pmen..t and ado p.ted c.e.tt.ta.-Ln. 

poUue.o , wah .thM e11.d -Ln. v-te.w, o 6 whJ..c.h · .the poUc.y o 6 p.tto.tect-Lo n. wa..o pe.ttha.p.o 

.the mo.o.t .o-Lgn16-Lc.a.n..t. In. .the'.th-L.ttd pha..oe, 1939 .to 1950, .the .o.t.Jta..teg-Lc. da.n.ge.tt.o 

c..tteated by .the Ula..tt .ted .to .the P_l_beJta..t-Lza..t-Lo n o 6 .the -Ln.du.o.t.tt-La..t pouc.y e.o.o en.tia.Uy 

-Ln. .the fi-Lud o 6 den en.c.e and .o.tfta..teg-Lc. e.o.ta.bwhmen..t.o. But by .the end o 6 .the Wa..tt 

-Ln. 194 5, .the. Gove1tn.men..t o 6 I n.d-La. a.n.n.oun.c.ed an. -Ln.du.o.t.tt-La..t poUc.y dee..ta..tt-tn.g .that 

"a. v-tgo.ttou.o a.n.d J.:Ju.o.ta.-Ln.ed e6 6o.tt.t M n.ec.e.oJ.:Ja..tty -Ln. whJ..c.h .the .o.ta;te no .te.o.o .tha.n. 

p.tt-Lvate -Ln.du.o.t.Jty take pa.Jt.t and .that Gove.ttn.men..t have .to dec.-Lde .to .take po.o~ve 

.o.tep.o .to enc.ou.tta.ge and p~omo.te .tta.p-Ld -Ln.du.o.t.tt-La.Uza..t-Lon. o6 .the c.oun..t.Jty, .to .the 

6ulle.o.t po.o.o-Lb.te ex:ten..t". Though .the.tte we.tte .oome pouc.y 6o.ttmu.ta..t-Lon..o and deU-

beJta.t-Lon., .the .o.ta..:te'.o in.vo.tvemen..t wa..o n.o.t .oub.o.ta.n..t-La..t in. any way and In.d-La. -Ln.he.tt-Lted 

at be.o.t, a. myo p-te. public. .o ecto.tt. 

A6.te.tt poU.t-Lc.a.l -Ln.depen.den.c.e .the .oec.on.d p.ttoc.e.o.o -<-.e. Na..t-Lon.a.Wa..t-Lon. 

1. Fo.tt de.ta-L.t.o, .tte6e.tt: Khe.tta. S S (1977), Mukhe.ttj-L K (7965) 



ope.Jut.te.d. Na.tion.ctt.i..6ation. c.orL:t!Ubu:te.d :.to :.the. 'eme.Jtge.n.c.e.' o6 pubuc. .oe.c.:.ton -in. 

In.cUa.. Though n.ation.aLUation. o6 p!Uva-te. c.apilal wa.o c.a.JU!i.e.d ou:t wlih a payme.n.:.t 

o6 c.ompe.Y1..6a.iton.~.l U.6 -i.mpac.:t on. :.the. e.vofu:.t..Wn. o6 :.the .oouo ec.on.om-i.c. .o:.t.Jtuc.:tune. wa.o 

c.oY/..6-i.de.Jtable. due. :.to the btaY1..66Vt o6 Re..oe.Jtve Ban.k. o6 In.cUa. 1 IY1..6UJtan.c.e. c.ompa.n.-i.e..o 

itn.d la.Jtge..o:.t c.omme.Jtc.-i.al ban.k..o -i.n.:.to :.the .o:.ta:.te .oe.c.:.toli. wh-i.c.h e.n.able.d :.the. f.,;ta;te. :to 

Jte.gufa:te. mon.ey wc.ufa:t-i.on. c.on.duuve. :to li.6 ovVtalf e.c.on.om-i.c. an.d .oaual pouc.y. 

Howe.ve.Jt -in. :the. pMduc.:t-i.ve. .6 phe.Jte n.a.:t.-t ~iliza:t-i.on. played a Jta-the.Jt f-i.mlie.d . 
Mle ·-in. a way o6 6oftm-i.n.g :.the. pubuc. '.oec.:.toJt. I:t a66ec.:.ted ma-i.n.fy btaY1..6poJt:t (e..ope.-

. cWily a-i.Jt-:tMY1..6poJt:t) 1 :tJtaY1..6poJt:t e.n.g-i.n.ee.Jt-i.n.g 1 powe.Jt -i.n.du.o:.t.Jt-i.e..o an.d m-i.n.-i.n.g. In. 

6ac.:.t1 n.ation.a.U.oa:t-i.on. wa.o. pU!t.6ue.d -in. a way wh-i.c.h wa.o gove.Jtn.e.d pft-i.maft-i.fy by poU:t-i.c.af 

c.oYI..6-i.d~oYI..6. Na:tion.ctt.i..6a:t-i.on. wa.o ne..ooJt:te.d -in. oJtdVt :.to pne.ve.n.:.t a 6ill -in. pJto

duc.:t-i.o n. an.d mo.ofty a 6 6 e.c.:.te.d :the. mo.o:t woJtn. ou:t ·an.d -in. e. 6 Mc.-i.e.n.:.t e.n.:.t.VtpW e..o wlih 

veny low c.apa~y u:t-i.Uza:t-i.on. an.d equipped with ob.oe.le:te tec.hn.ology.i! Th-i.-6 1 

un.doub:te.d.ly had an. adve.Jl..6e e.66e.c.:.t on. :the. pMduc.:.t-i.on. .o:.t.Jtuc.:tUJr.e.1 pM6liab..LU:.ty an.d 

:the a ve.Jtalf e.c.on.om-i.c. e.-66-i.c.-i.e.n.c.y a 6 :the. .o:ta:te. .6 e.c.:.toJt. 

In n.,a:t-i.on.a.U.oa:t-i.on. c.on.:.t.Jt-i.bu:te.d :to :the. 'e.me.Jtge.n.c.e.' o6 :the. public. .6e.c.:.toJt 1 :the. 

ma-in. an.d by 6M :the. mo.O:t .6-i.gn.-i.fi-i.c.an.:.t way o6. fioJtm-i.n.g 1 C.OYI..6oUda:t-i.n.g an.d de.vel.op-i.n.g 

:the. .o:ta-te. .oee.:toJt -in. In.d-i.a -i.-6 .o:ta-te. c.aplia.l -i.n.ve..o:tme.n.:.t. The. .o-i.ze. an.d .o:tJtuc.:tUJte. o6 

:the pubuc. .o ee.:toJt wa.o dJta.o:Uc.a.Uy c.han.ged ,Ln. :the po.o:t -i.n.depen.den.c.e. pe.Jt-i.od 1 pa.Jt:t-i.

c.ufMfy afi.te.Jt 1955 1 ma-i.n.fy :thJtough .o:ta:te. -i.n.ve..o:tme.n:t. 

In. oJtde.Jt :.to a.o.o e..o.o :the .o-i.g n.-i.6-i.c.an.c.e. a 6 .o:ta:te -i.n.ve..o:tme.n.:.t in. :the e.c.on.omy we. 

will 6-i.M:.t d-i.-6 c.u.o.o :the. aggnega-te. level o 6 :to :tal -i.n.ve..o:tme.n:t -in. :the. e.c.o n.omy an.d :then. 

2 • S:.t.Jt-i.c.:t.ty .o pe.ak.-i.n.g 1 :th-i.-6 -i.-6 n.o:t g en.u-i.n.e. n.atio n.ctLL6 a:t-i.o n. bu:t a.o :the. F ne.n.c.h 
Commun.-i..o:t.o :.tvun li 1 li -i.-6 "e.:t~Mion.". 

3. FoJt de.:ta-i.f.6 1 ne6e.Jt: Mafaya.Jtov O.V (7983) •. 
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fuc.M.o :the devel.opmefU: o~ public. .oec..:toJt in c.ompevuoon wlih :the Jte.o.:t o~ :the 

ec.onomy. 

CoYlbtaft..y :to wha-t i.6 bung aJtgued .:tha,t :the Jtcde o~ gJtoM dome.otic. ·c.aplia£ 

~oJtmation a.6 a p.ltOpo!Ltion on gtto-6.6 dome.otic. pJtoduc..:t Le. Jtcde on c.apda£ noJtmaUOI;l. 

ha.o "dttamatic.illy .impJtaved"j_/ an:teJt :the tni..d .oeventie.o we would uk.e :to p!Wpo.oe :tha-t 

:the Jtcde 0 tl c.apila£ nOJtmaUOn ha.o been C.OVL.6iJ.>.:tenfty /Ugh given :the .O.:tJtuc..:tuJte 0 n 

:the. Ind.i-an ec.onomy. The Jtcde on invu.:tmefU: wa.o 19.40% way bac.k. in 1956-57 and by 

:the. mid .oime.o a wa.o aR.Jteady above 22%. Wha-t ha.o ac..:tuall.y been ac.fueved in :the 

po.o.:t 7975 peJtiod i.6 :the .o.:tabiU.oation on .:thi.o Jtcde. cd .ouc.h a h;_gh level. - .oinc.e 

1974-75 il ha.o c.on.oi.o.:tenfty been aJtound 23% (See Table 2.1) 

Given .:thi.o Jtcde on inve.o.:tmefU: whic.h i-6 c.ompa.~tabie wlih :tha-t on .oome on 

:the high inc.ome c.ou~e.o ou.:tpu.:t .6 hould hai.J. Jtegi.o.:tetted a muc.h higheJt gJtow.:th .~ted e. 
I 

Bu.:t ou.:tpu.:t ha.o only gJtown cd a compound annual gJtow.:th Jtcde on 3.53% dutting :the 

fl,(_~tie.o, 3.12% dwU.ng :the .oime.o and 3.48% duJting :the .oeventie.o. Thi.o fujunc..:tuJte 

be;(:ween :the Jtcde on gJtow.:th on ou.:tpu.:t and :the Jtcde on inve.o.:tmefU: ha.o led :to a maj ott 

deba-te c.oveJting me.:thodoiogic.ai,_ c.onc.ep.:tua£ and empiJtic.aR. il.>.oue.o .~1 

PeJtiofuing on :the ba4il.> ofi :the fl,{_ve yeaJt pian.o we fiind :tha-t exc.ep.:t duJting 

:the pian holiday, :the Jtcde On gJtaw:th ofi c.apliai fiaJtmation hM .:thJtaughou.:t been higheJt 

:than :the Jtcde ofi gJtow.:th' ofi ou.:tpu.:t'·:the divettgenc.e having inc.ttea.oed afi.:teJt :the .:thittd 
. ··~-

pian. The c.ompound annuat• Ji.M:e_' of" gJtow.:th on gtto.6.6 dome.otic. c.apliai noJtmation oveJt 

.the. pia.n.o ha.o been filuc..:tuiti.ng •, While :the .oec.ond pian and :the pian ho.ti_day wene 

4. She:t.:ty, S .• 'L. and Menon, K.A(1980) 
• 

· 5. Raj (7979), She:t.:ty and Menon (1980), MajumdaJt e:t a£ (1980), Gho.oh e.:t a£ (7987 ), 
Repott:t on WoJtk.ing on Saving.o ( 79 8 Z) P.ak..o hU ( 79 8 Z, 79 8 3) 
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pe!Uod6 ot) l.lfow a.nd ne.ga.tive. gnow:th nupe.c.U.Je.fy, :the. highu:t na.:te. ot) gnow:th WM 

ne.gb.de.ne.d dwU.ng :the. 6-f .. t):th pfa.n. 

Though :the. na.:te. ot) gn,ow:th ot) t)ixe.d c.a.plia.f t)oJzma.;t)..on t)oUow-6 :the. !.lame. 

pa.tie.nn, M i-6 e.vide.n:t t)nom Ta.bfe. 2. 3, U migh:t no:te.d :tha.:t :the. de.c.Une. du.ning :the. 

pfa.n houda.y ot) :the. ma.gn.Uu.de. ot) 7. 38% WM fupnopontiona.:te.fy bonne. by in.ve.n:tony 

invu:tme.n:t. Thi-6 be.c.omu obvioM by fookJ..ng a.:t :the. de.c.Une. JJt gM-6-6 domutic. 

t)ixe.d c.a.plia.f t)oJzma.:tion, whic.h de.c.Une.d by only 2% du.ning :the. -6a.me. pe!Uod. I.t 

i-6 a.f-6o wonth po)..n.;t)..n.g ou.:t he.ne. :tha.:t whUe. bt :the. e.a.IZ.Ue.n pe!Uod :the. na.:te. ot) 

gnow:th ot) c.a.plia.f t)oJzmM;)..on WM highe.n :than the. na.:te. ot) gnow:th ot) t)ixe.d c.a.p{.:tal. 

fionma.;t)..on, :th£-6 pa.tte.nn hM be.e.n ne.ve!L6e.d du.ning :the. 6i6:th a.nd -6ix;th,p.ta.n. 

Vu.ning :the. pe!Uod 1950-51 :to 1981-82 gno-6-6 domu~c. c.a.pita..t t)onma.;t)..on in 

the. e.c.onomy inc.ne.Me.d a.:t a c.ompound a.nnuie na.:te. ot) 5.54% having gnown a.:t a. t)M:te.n 

IZ.a.:te. on 6.85% pe.!L annum~ 1965-66 M· C.OmpMe.d :to a. IZ.a.:te. on 5.11% pe.!L annum )..n. 

:the. po-6:t 1965. pe.nMd. A-6 a.gli&z.6:t :th£-6,--gM-6-6 domu~c. pnodu.ct ma.inicune.d a. gnow:t

na.:te.· o6 about 3. 5% thnoughou.:t the. pe!Uod, o-6 we.U M the. -6u.b pe!Uod-6. 

Sin.c.e we. a.ne. a,na.fyl.ling c.a.plia.f .t)onmilion in :the. c.on:te.x:t ot) gnow:th U i-6 

ne.c.e.Ma.ny :to e.nqu.ine. whe.:the.n :the.ne. hM be.e.n M -6U.b-6:ta.~ a.n in.Me.Me., M 

de.p)..c.:te.d by :the. na.:te. ot) gno-6-6 doinu~c. c.a.pUa..t t)onma.:tion, in :the. o:the.n fio!Lm-6 ofi 

c.a.plia.f fionma.iton, uk.e. gno-6-6 6ixe.d c.a.p£:tal. fionma.;t)..on, ne.:t t)ixe.d- c.a.plia.f t)onma.;t)..on 

whic.h a.ne. mane. nUe.va.n:t t)on M-6e.-6-6in.g :the. impa.c.:t o6 c.a.plia.f fioJzma.;t)..on on gnow:th. 

On ma.k.)..n.g a.n a.Uowa.nc.e. t)on de.pnuc.a.;t)..on U i-6 fiou.nd :tha.:t :the. na.:te. ot) ne.:t 

domutic. c.a.plia..t t)onma.;t)..on :i-6 no:t M impnul.live. M tha.:t o6 gM-6-6 .domu~c. c.a.plia.f 

t)onma.:tion. A-6 Ta.b.te. 2. 2 l.lhow-6 :the. na.:te. ot) net domutic. c.a.pUa..t t)onma.;t)..on ()...e.. 

ne.:t domutic. c.a.plia..t t)onmilion M a. pe.nc.e.n:ta.ge. ot) ne.:t domuUc. pliodu.c.:t a.:t t)a.c.:ton 

c.M:t ) hM ha.nd.ty ne.gi-6:te.ne.d a.n inc.ne.M e. in :the. :thind pfun. WhUe. :the. na.:te. o 6 ne.:t 



eap~al 6onm~n Wa6 17.77% ~ 7966-67, in 1981-82 ~ Wa6 18%. 

Capdal. 6oJtma.:tion in :the. eon:te.x:t o6 national aeeou.w incl.u.de.-6 ehange.-6 

in :the. .o:todu. whieh do no:t dJ.Jte.c.:te.y add :to :the. p!Wdu.etive. ecipawy o6 the. 

e.eonomy. 1:t i-0, :theJLe.6o.tr.e., de.6i.tr.ab.te. :to excl.u.de. :the. ehange.-6 in .o:todu. while. 

·analy.oing :the. g.tr.ow:th pVL6oJtmanee. eoMe.6pond ·ng :to a ehange. in :the. .tr.a:te. o6 

in v e.6:tme.n:t. 

E6tima:te.6 o6 giWM fiJ.xri.d eap~al fio.tr.mation a6 a p!Wpo.tr.tion ofi g.tr.0.0-6 

dome.6:tie p.tr.odu.e;t .tr.e.ve.a£ :that :the..tr.e. ha.o no:t :be.e.n a peJLee.ptib.te. ine.tr.e.a6 e. in :the. 

Jr.a:te. o 6 g!W.M 6ixe.d eap~al 6oJtma.:U..on. 

Fu.Jr.:the..tr., · whe.n one. fioeU.6.6e.6 on :the. . .tr.a:te. ofi ne:t 6ixe.d eapftal fio!tm~n we. 

Mnd :that :the. .tr.a:te. 6a.tr. 6Mm ine.tr.e.a6ing appe.a.tr.-6 :to have. de.ee..te.na.:te.d. TheJLe. ha6 

be.e.n a pe.Mi.6:te.n:t de.e.tine. in :the. Jr.a:te. o6 ne.:t 6J.xe.d eapdal. 6o.tr.ma.:U..on fi.tr.om 7965-66 
. . I . . 

:to 1977-78 a6 ean be. .6e.e.n fi!Wm Table. 2· 2.. • The. .tr.a:te. o6 ne.:t 6ixe.d eap~al 6o.tr.m~n 

may be. .oe.e.n :to have. attained a .te.ve..t o6 ·14.84% M e.cvrl.y a.o 7965-66, :though :thi-6 

.tr.a:te. wa.o no:t .6M:taine.d and .tr.e.maine.d be..tow ~ fio.tr. aU :the. ;.,u.b.oe.qu.e.n:t ye.a.tr.-6 UU 

7978-79~ A.o again.o:t :the. imp.tr.~.oive. 6igu..tr.e. o6 Z4% Jr.a:te. o6 giWM domu:tie 6ixe.d 

eap~al 6o.tr.mation, :the. .tr.a:te. o6 ne:t 6ixe.d eap~al 6o.tr.m~n 6o.tr. :th<!. .oame. tje.M wa.o 

ju..ot 13.02%. A.6 :the. :tabf.e.-6 2.1 and Z.Z .ohow_the. !.lame pa:t:teJtn i-6 ob.6e..tr.ve.d when 

one. eon.oide.M eap~al 6o.tr.m~n M .a p!Wpo.tr.tion o6 dome.6tie p!Wdu.d a:t ma.tr.k.e.:t 

p!U.ee-6. 

F.tr.om :the. b.tr.ie.6 fueM.Oion abve., whci:t. e.me..tr.ge-6 i.o :that, di66e..tr.e.n.t fioJtm-6 o6 

eap~al fio.tr.mation ne.e.d :to be. eon.oide..tr.e.d be.fio.tr.e. one. ean mak.e. C.on&Mive. M.6e!Ltion.o 

.tr.e.g a.tr.ding ill ine.tr.e.a.o e.. 

1:t ha-6 be.e.n ob;.,e..tr.ve.d :that :the. Jr.a:te. o6 giW-6.6 dome.6:tie ea.p~al fio.tr.mation 

Wa6 mu.eh higheJL at· eu.Me.n.t p.tr.ieu a.o eompa.tr.e.- :to :thCt:t at eon.o:tan:t p.tr.ieu. Thi-6, 

ala ng w~h :the. &~ding :that :the. .tr.a.:te. o 6 ne.:t 6ixe.d eap~al fio.tr.m~ n wa.o eo n.oide..tr.abltj 
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.f..oWeJt.. than the. Jta.te. o6 gMM ·c.apilal.. 60flma..tion J.~Ugge.,ot,o that the. .6hCVtp We. J.Y1. 

the. p!topof1..:U.on o6 gM-6.6 domulic. c.apilal.. 6oJtma:Uon. to gno~.6 domulic. pMduc.t 

.6.-ln.c.e. the. m.-ld J.JJ..x:t{_e.,o .-l-6 e.-6.6 e.n.lia.t a;t:.;tJU.butab.te. to 6ac.to!t.6 lik.e. the. Jt.-l-6 e. .-ln. the. 

.f..e.ve..f.. at) .<.n.ve.n.toJt.-lu (J.n.ve.n.toJt.-lu .-ln.c.Jte.Me.d at a c.ompoun.d an.n.ua.f.. Jta.te. o6 6% 

be.twe.e.n. 1950-51 1964-65 and 13.45% be.twe.e.n. 7965-66 1981-82) ccn.d a ne..ta..tive..ty 

t)MteJt.. JvL6 e. .<.n the. pJt.-lc.e. a 6 c.apfta.t good-6 }:/ 

Howe.veJt.., not wilh.6tan.d.-ln.g the. 6ac.t that the. .-ln.c.Jte.Me. .-ln. the. Jta.te. o6 c.apilal.. 
' . 

6oJtma..tion. {paf1..:U.c.u.f..Ml..y .-ln. n.e.t te.Jtm-6) hM J.Jtagn.ate.d .-ln. the. pV1..Md a6teJt.. the. th.<.Jtd 

p.tan., theJte. hM bee.n. an. appJte.Uab.f..e. .-ln.c.Jtefl.J.J e. whe.n. one. c.o 11.6.-lde.Jt-6 the. who .f.. e. pV1..M d 

.<..e.. 1950-51 to 1981-82. A.6 aga.-ln.6t 7% at the. be.g.-ln.n..-ln.g o6 the. pe.Jt.-lod the. nate. 

o6 n.e.t Mxe.d c.apfta.t t)oJtma..tion. .-l-6 c.UJtJte.n.ily gJLOun.d 14%, wh{.c.h .-l-6 not n.e.gligib.te. 

Eve.n. though th{.-6 .f..e.ve..f.. o6 c.ap~xa.t 6oJtma..tion wou.td not jU.6li61J any c.omp.tac.e.n.c.e., 

a doubling at) the. Jta.te. at) n.e.t Mxe.d c.apfta.t _~1 hau.td have. ge.n.eJt..ate.d a c.oMupon.d.-ln.g 

we. in the. nate. o6 gnowth o6 output. 

Gnow:th at) Public. In.vutme.n.t 

Give.n th{.-6 bac.k.gnoun.d about the. c.apila.t t)oJtma..tion. in. the. e.c.onomy, .te.t U.6 

now e.xamJ.n.e. the. impo!ttanc.e. o6 public. .6e.c.toJt .-ln. the. oveJt..a.t.t c.apila.f.. 6oJtma..tion. · 

A:t the. in.c.e.plion. o6 p.tann..-ln.g, ·public. .6e.c.ton g!to-6.6 c.apfta.t 6oJtmalion. Wa-6 

.f..e.-6.6 than a qucvc.teJt.. at) the. e.c.on.omy'-6 c.apila.t 6oJtma:t<.Dn.. Th{.J.J J.Jhcvc.e. ha-6 now 

we.n. to cvc.ound ha.tfi. Fnom 23% in. 1950-51, the. .6hcvc.e. o6 public. .6e.c.ton .-ln.c.Jte.Me.d 

:to 53% .-ln. 1976-77i theJt..e.a6:teJt.. il ha-6 6wc.twite.d cvc.ound .46-48%. Th{.J.J J.Jhcvc.e. apcvc.t, 

the. -Lmpo!ttan.c.e. o6 public. . .6e.c.tdn c.apila.t 6oJtmat.-lon Uu bt ili futJt.-lbulion. ac.Jto-6.6 

J.Je.c.toJt-6 and .<.n.dU.6tlt!J gMup;s, wh{.c.h we. .6ha.t.t fuc.U-6.6 in. d~ in. ChapteJt.. 5 & 6. 

6. Re.pont at) the. WoJtk.J.n.g Gnoup on. Sav.<.n.g-6 ( 1982) 
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In abJ.Solute.. magn.,Uude.., c.apUal fioJrmation in public. J.Se..c.toJt, at c.oYL-6.tan:t 

pJtic.e..-6, inc.Jte..aJ.Se..d fiJtom 530 c.JtoJte..-6 in 1950-51 to·6,123 c.JtoJte..-6 in 1981-82 at a 

c.ompound annual Jtate.. on gJtowth on 7.32%. 

In one. pe..Jtiofue..-6 on :the. bMM ofi :the. now J.S.tandaJtd pe..Jtiofuation ofi pJte.. 

196 5 and po~.S:t 196 5, U M o b-6 e..Jtve..d· :that in :the. e..Cvt,ue..Jt pe..Jtiod gJto-6-6 dome..J.S:tic. 

c.apUal fioJtmatio n inc.Jte..M e..d at a C.ompou.nd annual Jtate.. o & 12% whe..Jte..M. in :the. 

late..Jt pe..Jtiod :the. Jtate.. ofi gJtowth wM 6. 57% pe..Jt annum (Tabie.. 2. 5). 

A pian bMe..d pe..Jtiofuation, in :the. o:the..Jt hand, J.Show-6 :that :the. Jtate..-6 ofi 

gJtow:th :though highe..Jt du.Jting :the. fiilt-6:t :thJte..e.. pf..aYL-6, .the..Jte.. WM no -6 e..c.u.f..aJt de..c.line.. 

in :the. Jtate.. ofi gMwth ofi gJtoM dome..J.SUC. c.ap.lial fioJunation a-6 J.Sugge..J.S:te..d by :the. 

pJte.. and poJ.S:t 1965 pe..Jtiofua:tion -- a e..mpiJtic.ally de..:te..Jtmine..d pe..JtiodMa:tion fioJt 

whic.h :the..Jte.. M no unJ..que..f..y ac.c.e..pta.bie.. Jte..aJ.Son :that wou.f..d make. U an automatic. 

and Jtationaf.. c.hoic.e..;}_l A.6 .the. Tabie.. 2,5, J.Showo, U WM onf..y du.Jting :the. pian 

holiday :that :the..Jte.. WM a .6e..ve..Jte.. c.u.:tbac.k in public. inve..J.S:tme..nt ie..ading :to a ne..gative.. 

gJtowth Jtate.. ofi 3. 56% pe..Jt annum. 

Th.<.-6 aJtgu.me..n:t M fiu.Jt:the..Jt .6ubJ.S:tan:tiate..d by fioc.uMing on :the. Jtate.. ofi gJtow:th 

ofi gJtoM dome..J.Stic. Mxe..d c.ap.lial. fioJuna..t.i.on givo.n in Tabie.. 2. 5, c.of..u.mn 2-. While. 

- I 

gJtoM dome..J.Stic. c.ap.lial fioJtmation in :the. public. -6 e..c.toJt gJte..w at a c.ompound annual 

Jtate.. ofi 6.5% du.Jting :the. fiifi:th pian, gJto-6~ fiix~d c.aplial fioJtmation inc.Jte..aJ.Se..d at a 

Jtate.. ofi 12.8% du.Jting :the. ~.Same. plan, at c.oYL-6:tan:t pJtic.e..-6. Th.<.-6 would J.Sugge..J.S:t :that 

:the. c.ompone..YL:t whic.h WM .6iow gJtOwing du.Jting :th.<.-6 pe..Jtiod Wa.6 inve..YL:toJty inve..J.S:tme..n:t 

Jtathe..Jt :than fiixe..d inve..J.S:tme..YL:t. The. ~.Same. pa:t:te..Jtn M e..vide..YL:t in :the. c.Me.. ofi ne..:t 

dome..J.Stic. c.api:taf.. £oltmation. 

On :the. ba.6M o 6 :the. e..mpbU.c.al e..vide..nc.e.. pJte..-6 e..YL:te..d in T abie.. 2. 5 U c.an be. 

aJtgue..d :that :the..Jte.. do e..-6 no:t .6 e..e..m :to be. a pVr..-6i!.S:te..n:t de..c.line.. in :the. Jtate.. o 6 gMw:th 

ofi c.aplial fioJtmation in :the.. pubUc. -6e..c.ton,. e..J.Spe..cJ..a;U_y .<.n· fiixe..d c.apLtal. fio!Una:tA..on. 

8. She..:tty (1978) p.45. 
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MoJte.o veJt, wme. c.ompcuU..ng :thv.:, e. gJtOw:th .tLa;tv.:,, which adm.a:te.dty WeJte. 

rugheJt in :the. pJte. 1965 pe.Jtiod, a ne.e.d6 :to be. no:te.d :that :the. .tLa:te. on gJtow:th. 

_{A no:t inde.pe.nde.n:t on :the. R..e.vel'.. on c.apliaR.. fioJtma:tion, i.e.. :the. veJty high .tLa;tv.:, 

on gJtow:th can be. paJtily be.c.aw.,e. on a J.JmaU ~ bMe. -- Wme. a· 15% gJtOw:th .fLa:te. 

in :the. fiill:t plan me.an:t an inc.Jte.a-6 e. 0 6 about 38 2 Cir..oJte/.:, I dU!Ung :the. niMh .plan, 

a .fLa:te. on gJtoW:th On 6% Would me.an an inc.Jte.Me. On about 1500 C.JtOJte/.:, 1 bo:th at 

79 7 0-71 p!tic.v.:,. 

WhelheJt public. invv.:,:tme.n:t had :to maintain :the. J.Jame. pace. fioJt gJtow:th :to 

pJtoc.e.e.d unfie.:t:te.Jte.d -L6 de.ba:tab.te. in vie.w ofi :the. fiac;t :that " ••• ·.:the. e.c.onomy could 

pJtobabR..y ac.rue.ve. any ofi :the. dv.:,i!te.d obje.c.tivv.:, wlih .toweJt invv.:,:tme.n:t, aJ.J J.Jub.6:tan:tia.e. 

il1.6:ta.e.R..e.d c.apac.ftie.-6 weJte. aR..Jte.ady c.Jte.a:te.d in a. wide. .6 pe.c.:tJtum on bMic. and c.api:ta..t 

good6 indUJ.J:t!tie6 •••• '' )_/ and a.R...6o fioJt :the. Jt~ol1.6 fuc.UJ.JM.d in Chap:teJt 1 above.. 

In e.vaR..uating :the. peJr.6oJtmanc.e. ofi :the. e.c.onomy wlih Jte.ga.Jtd :to public. invv.:,:t

me.n:t (oJt invv.:,:tme.n:t hr. ge.ne.JtaR..l :the. e.mpha-6-U J.Jhould no:t be. e.xc.R..Uf.Jivel'..y on :the. 

.tLa:te. o6 gJtow:th. The. Jtel'..e.van:t way ofi ana.R..yJ.Jing inve...6-tme.n:t Jte.qui!tv.:, a c.ompa.Jti-6on 

w.U.h nationa.R.. pJtoduc.:t 6oJt :the. pJtOduc.tion on wruc.h invv.:,:tme.n:t _{A made. -- wruc.h 

6oJt ouJt pU!tpo.6e. would me.an public. invv.:,:tme.n:t M a. pe.Jtc.e.n:tage. ofi :the. domv.:,uc. 

pJtOduc.:t i.e.. :the. .tLa:te. on public. invv.:,:tme.n:t. That, li -L6 :the. .tLa:te. at) invv.:,:tme.n:t 

and no:t :the. .tLa:te. 0 6 gJtOw:th 0 n invv.:,:tme.n:t wruc.h de.:te.Jtminv.:, :the. .tLa:te. 0 6 gJtOw:th 0 6 

output .6haU be. fuc.M.6e.d, in de.:tai.e., in Chap:te.Jt 4. 

M agail1.6:t :the. de.c.line. in :the. .tLa:te. ofi gJtOw:th o6 gJtoM doe.mJ.Juc. capital 

noJtmation, :theJte. ha.6 no:t be.e.n a de.c.Une. in :the. .tLa:te. on public. invv.:,:tme.n:t. On 

-the. c.oV!.tJr..a.Jty li hM )..nvr.e.Me.d c.o11.6-U-te.n:t.e.y 6Jtom 3.02% :to 11.5% ove.Jt :the. pe.Jtiod 

19 50-51 -to 79 81-8 2. A-6 Table. 2. 6 would .6how, whe.:theJt one. R..ook.-6 a:t .fLat e. o 6 

8. She.:t:ty (19J8) p.45 
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n.VCe.d c.ap{;ta,l no.tr..ma;Uon. in. :the. public. .6e.c.:to.tr.. -- g.tr..oM O.tr.. n.e.:t, :the..tr..e. hM n.o:t 

be.e.n. an.tj .6 e.c.u.ta.tr.. de.c.Un.e. e.xc.e.p:t {Jo.tr.. a pe..tr..iod 0 n nou.tr.. tje.a.tr..-6 du.tr..in.g :the. pfun. . 

hoUdatj. Eve.n. :thi-6 de.c.Un.e. i-6 0 n 110 .6Ub.6:tanti.al. magn.liude. an.d :the. e_afl.L{_e_.tr.. 

.tr..a:te. i-6 a:t:tain.e.d by 1972-73. The. .tr..a:te. on g.tr..o.6.6. 6ixed c.api:tal no.tr..ma:tion. ha.6 

in.c..tr..e.aJ.Je.d mo.tr..e. :than. nou.tr..-{Jo.td ove..tr.. :the. .taf.J:t:.:th.tr..ie. de.c.ade.-6. Ne.:t nixe.d Cap~ 

no.tr..ma:tion. .tr..a:te., :though .e.awe..tr..,_un.de..tr...6:tan.dab.ty .6o, no.e..tow.6 :the. .6ame. pa:t:te..tr..n.. 

Though we. .6ha.e..t be. .tr..e.latin.g c.api:tal {Jo.tr..ma.:tion. in. pubuc. J.Je.c.:to.tr.. with 
. . 

ill ou:tpU:t in Cahp:te..tr.. 7 a migh:t be. wo.tr..:th n.o:tin.g he..tr..e. :tha:t :the. g.tr..oM dome.J.Jtic. 

c.apaa.t no.tr..mation. a.6 a pe..tr..c.e.n.:tage. on :the. g.tr..o.6.6 dome.J.Jtic.· piwduc.:t in. pubuc. .6e.c.:to.tr.. 

haJ.J be.e.n. de.c.Un.in.g .6e.c.u.ta.tr...e.y t\.tr..om 77.83% in. 1960-61 :to 49% in. 1981-82. Be.:twe.e.n. 

7965-66 an.d 7969-70 :thi-6 .tr..a:tio de.c..tin.e.d by 27.2 pe..tr..c.e.n.:tage. poin.:t.6. 

Jux:tapo.6in.g :the. .tr..a:te. on pubuc. ·inve.J.J:tme.n.:t (i.e.. G.tr..oM dome.J.Jtic. c.api:tal 

no.tr..ma:tion. in. pubuc. J.Je.c.:to.tr.. a.6 a pe..tr..c.e.n.:tage. ofi :the. :to:ta.t g.tr..o.6.6 dome.J.Jtic. p.tr..oduc.:t 

o6 :the. e.c.on.omy), whic.h we. ob.6e..tr..ve.d Wa.6 in.c..tr..e.aJ.Jin.g, wah :the. p.tr..opo.tr..:tion. o{J g.tr..o.6.6 

dome.J.Jtic. c.apaa.t 6o.tr..ma:tion. :to ou:tpu:t in. pubuc. J.Je.c.:to.tr.. whic.h hM be.e.n. de.c.un.in.g, 

a c.an. be. in 6 e..tr...tr..e.d :tha:t :the. a u:tpu:t a 6 :the. pubuc. .6 e.c.:to.tr.. ha.6 b e.e.n. g .tr..owin.g a:t a 

muc.h 6M:te..tr.. .tr..a:te. :than. :the. e.c.on.omy' .6 au:tpu:t. 

Though, U would .6e.e.m :to be. obvioU.6 :tha:t :the. g.tr..ow:th pe..tr..6o.tr..man.c.e. o6 :the. 

e.c.on.omy would de.pe.n.d no:t only on. :the. .te..ve..t, .6ize. an.d :the. .tr..a:te.. at) g.tr..ow:th o6 

inve.J.J:tme..n.:t bu:t ai.6o on. :the.. n.a:tu.tr..e. and pa:t:te..tr..n. at\ iM:tabiU:ttj :thi-6 Mpe.c.:t hM 

be..e..n. n.e..g.te.c.:te..d :thU.6 t\a.tr.. in. :the. an.a.tyJ.Ji-6 o6 public. in.vib:tme.n.:t. 

G.tr..ow:th an.d in..6:tabiU:ttj' bea.tr.. a c.lo.6 e. .tr..e.la;Uon..6hip wah e.ac.h o:the..tr.., M an.y 

hi.6:to.tr..ic.a.R.. aC.c.oun.:t o6 :the. g.tr..ow:th p.tr..oc.e.-6.6 woUl.d .6how. Be. a .tr..apid g.tr..ow:th o.tr.. 

J.J.tow g.tr..ow:th a wi.e..e. be.. c.ha.tr..ac.:te..tr..i-6e.d by .6ome.. de..g.tr..e..e.. at\ in..6:tabiU:ty. Howe.ve..tr.. :the.. 

c.aU.6aUUe..6 may di66e..tr.. L e... in. :the. c.Me. at\ .tr..ap)..d g.tr..ow:th bun.g ac.c.ompan.ie.d by a 
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/Ugh de.gJte.e. at) ,i.JV.dabili:ty, !.)-tow gMw.:th may be. JtUutt at) -i..YL6:tabildy.:!_l La:t:te.Jt 

~ a :type. at) a Jte.-tatioYL6/Up w/Uc.h we. woul.d v~uawe. :the. gJtow.:th and -i..YL6:ta.bi.Li..:ty 

-tn public. -Lnvu:tme.n:t be.aJt wah e.ac.h o:the.Jt. 

An uYL6:ta.b-te. gJr.ow.:th o6 public. -Lnvu:tme.n:t c.an have. :two :typu at) c.oYL6e.que.nc.u 

a l.)~tic.a-t e.66e.c.:t and a ge.ne.Jta-t gJtow.:th Jr.e.:t.Md-tng e.66e.c.:t. 

-Lnvu:tme.n:t gJr.oWI.) a:t a 6-tuc..:tua.:t.-Lng Jta:te., l.)ay, Jr.:t and a:t:t.Mni a Jr.e.ac.he.d I y a0:te.Jt 1 y 1 

ye.aM, :then a c.an /.) hown :tha:t I will be. -tu.6 :than I , w/Uc.h a woul.d have. 
y . y 

a:t:ta-i..ne.d had a gMWn l.);te.adily a:t :the. ave.Jtage. Jr.a:te. 0 6 gJr.ow:th 0 6 m ~:te.ad 0 6 :the. 

t)-tuc.:tua:t-tng Jr.a:tu. The. d-tt) 6 e.Jte.nc.e. be.:twe.e.n :the. ac.:tua-t and po:te.ntia-t, -i..n oUJtc.M e. 

I and I , hM be.e.n .ohown :to de.pe.nd on :the. -i..no:ta.bili:ty o 6 :the. ac.:tua-t gJtow.:th Jta:tu y y 
. 10/ 

M t)oUoW/.) .-

_!L m 
I [ 1 - ·Z 1 +m J y 

2 
(CV) 

whe.Jte. CV ~ :the. c.oe.t)t)-i..ue.n:t o6 vaM...a:ti..on ot) :the. ac.:tua-t annuM. gJtow:th Jr.a:tu. 

ApaJt:t t)Jr.om :t~ l.):to..tJ.l,tic.af, e.t) 6 e.c.:t, _{_11/.);tab.{L,Lty in public. invu:tme.n:t 

will at) t)e.c.:t gJtow:th by TJtaMmftting ill iJu:tabili:ty :to o:the.Jt Jte.-ta:te.d !.) e.gme.nU 

o 6 :the. e.c.o no my wfuc.h will ge.:t a.mpli6ie.d be.c.a.M e. o 6 :the. mul.tiplie.Jt e.t) 6 e.c.:t and 

will :the.Jte.by c.Jte.a:te. imbafunc.u in :the. e.c.onomy w/Uc.h may in :tUJtn have. a gMw:th 

c.ho lUng e. 6 6 e.c.:t. 

Me.al.) Ulting :the. mag naude. o 6 ~:tabJ.l);ty . ~ . e.x:t.Jr_e.me.-ty di66-ic.utt . M . a 

9. SundJtum ( 79 8 3 ) t)indl.} !.) uc.h a Jte.-ta.tio YL6 /Up e.x.Mting in :the. ~a!.) e. o 6 e.xpoJt:t 
-LYL6:tabili:ty. 

1 0 • SundJtum or. c.U. 
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~ bv.:,et wilh numeJtoM c.onc.ep-tual. and methodo.togic.at pMb.tem6 }...!_! We have Med 

.:two method-6 -6oJt meMu.Jt.f.ng il1.6-tabilily: 

a. Vev,Latio 11.6 -6Jtom -t!tend method 

b. Coe-6Muen-t o-6 V~on o-6 :the annual. gJtow-th Jta-tv.:,. 

I11.6:tead o-6 Ming -the J.J:tanda!td -t!tend me-thod, wheJte in :the devia.:tJ .. ol1.6 -6Jtom -the 

-t!tend vatue aJte c.ompu-ted and -thw J.J:tanda!td dev,Latiol1.6 v.:,;t,Lma-ted :to aJt!t,{_ve a-t 

:the magn.{;tude o-6 il1.6:tabilily We have Med a v~l1:t on :t~ me-thod. 

Loge I :t = a + Jt:t + e-t 

wheJte I-t = PttbUc. I n v v.:, :tm el1:t 

:t = ;t,Lme 

.t-t = e!tfWJt te!tm 

Jt gJtow-th !ta-te 

The -&allowing J.Jimp.te vaJtial1:t on :the -t!tend me-thod hM been Med :to meMu.Jte, 'F', 

:the il1.6:tabilily aJtound :the nilied -ttL end: 

1 

F = ( E!Ul.oJt .6um J.JquaJte-6/n) 2 x 100 

= numbeJt on yea!t-6. 

The adval1:tage -thM method hM oveJt -the -t!tend method ~ -tha-t il ~ M.ate independel1:t. 

The bMic. d!tawbac.k w.<;th :the -t!tend method ~ :tfw.:t :the magl1ilude o-6 il1.6:tabilily 

11. See: IncU.a.n Jou.Jtl1at on AgJtic.uUu.Jtat Ec.ovwmic.-6, "Semh'l.a!t on Va:ta BMe and 
Me-thodology noJt :the S-tudy on GJtow-th Ra:tv.:, h1. Aguc.uUu.Jte, Vo.t.XXXV, No. Z, 
1 9 8 0 and Ray, S. K. GJtow:th and I 11.6:tabilily in I ncU.a.n AgJtic.uUu.Jte; I Yl.-6-t.{;tu;t.e 
o-6 Ec.onomic. GJtow:th 1983. Though bo:th d!te exc..tMive.ty c.onc.e!tl1ed wi-th in
J.J:tabilily in agJtic.uUu.Jte gene!tat mdhod.o.tog,[c.at p!Wb.tem6 Jtelating -to 
il1.6:tabilily have been fuc.MJ.Jed. 
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cvur.)_ve.d at wJ..Le. de.pe.nd cU.lte.c.il.y on :the. bte.nd 6.-Ltte.d • Sinc.e. .:the.Jr.e. J..A no a.pM!U. 

Jr..e.a.6on :that a.dvoc.ateo :the. 6Uting o6 a. pa.Jctic.ula.Jr.. bte.nd and two di66e.ne.n.:t bte.nd 

uneo c.a.n be. M6.:te.d e.quaLty wei..l, giving two di66e.ne.n.:t ma.gndudeo o6 bz~.:ta.b~y 

6oJr.. :the. .6a.me. pe.JU.od, .:th-<-.6 me..:thod -<-.6 .6U.6pe.c..:t. Mone.ove.Jr.. a -<-.6 no.:t a. ve.ny neL<.ab.te. 

me..:thod 6on c.ompa.JU.ng in.6.:ta.b~y be.twe.e.n pe1Uod.6, be.c.a.M e. :the. .:t.Jte.nd-6 migli.:t be. 

di66e.ne.n.:t in :the. two pe.Jr..iod-6 and in.6.:ta.bilay me.MUJr..e.d a.Jr..ound two di66e.Jr..e.n.:t .:t.Jte.nd-6 

-<-.6 no.:t, .6.:t!U.c.il.y .6 pe.a.fUng, c.ompa.Jr..a.b.te.. 

Ano.:the.n .6imp.te. me..:thod 6on a.Jr..Jr..iving at :the. ma.gndude. o6 iM.:ta.bilily -<-.6 :to 

c.a..tc.u.tate. :the. c.o e.6 6ic.ie.n.:t o 6 va;Ua.,tW n o 6 :the. a.nnua..t gMw.:th Jr..a.teo. Th-<-.6 me..:thod 

-<-.6 quae. .6a.ti-6 6a.c.:tony un.fe6.6 .:the.ne. -<-.6 a. .6btong bte.nd in.c.Jr..e.M e. on de.c.Jr..e.M e. in :the. 

va.Jr..ia.b.te. undv;. me.MUJr..e.me.n.:t, and in whic.h c.a..6e. e.ve.n i6 .:the.Jr.e. a.Jr..e. no 6.fuc..:tua..:tion.6 

:the. c.o e.6 6-<-c.ie.n.:t o 6 v~o n me..:thod wJ..Le. .6 how :that .:the.Jr.e. -<-.6 in.6.:ta.bilay. · A.6 

.6uc.h a -<-.6 no.:t :the. ide.a..t me..:thod 6oJr.. me.a.6wUng in-6.:ta.b~y ove.Jr.. .tonge.Jr.. time. 

pe.Jr..iod-6 bu.:t c.a.n be. Me.d 6on .6hoJr...:t time. pe.Jr..iod-6 whe.ne. U -<-.6 un.Uk.e..ty :to ge..:t fu.:t

oJr...:te.d ·by a. .6.:tJr..ong bte.nd. 

T a.b.teo 2. 7 and 2. 8 pMvide. :the. eotimateo o 6 in.6.:ta.bildy in pubUc. inveo.:tme.n.:t 

a.6 ob.:ta.ine.d by :the. above. fuc.U.6.6e.d .:tJr..e.nd and c.oe.fi6ic.ie.n.:t o6 va.Jr..ia..:tion me..:thod. On 

:the. bMi-6 o6 bo.:th .:theoe. me..:thod-6 a c.a.n be. c.onc.fude.d :that :the. ma.gnilude. o6 iM.:ta.biU.:ty 

hM be.e.n inc.Jr..e.Min.g ove.Jr.. time.. , The. bl.6J:abilily o6 gM-6.6 domeotic. c.a.pi.:ta..t fioJr..ma..:tion 

ha.6 a..tm0.6.:t doub.te.d- wWe. u Wa.6 1.11 dUJr..ing :the. plliod 7950-51 :to 1965-66, a 

in.c.Jr..e.a..6e.d :to 2.04 duning 1966-67 :to 1981-82, a.6 .6hown by :the. c.oe.66ic.ie.n.:t o6 va.Jr..ia.

tion o6 :the. gnow.:th Jr..a.teo. The. in.6.:ta.bilay ha.6 inc.Jr..e.cU.e.d e.ve.n mane. .6ha.Jr..p.ty in :the. 

c.a.6e. o6 ne..:t domeotic. 6ixe.d c.a.plia..t 6oJr..ma..:tion, 6Jr..om 0. 69 :to 2.47 ove.Jr.. :the. .6ame. 

pe.Jr..iod. That :the. ma.gn.ilude. o6 iM.:ta.b~y in gJr..o-6.6 domeotic. c.a.paa..t 6oJr..ma.tion -<-.6 

.towe.n :than :that o6 ne..:t 6ixed c.a.paa..t 6oJr..ma.tion in :the. pe.Jr..iod 1966-67 :to 1981-82, 

a.6 a.Jr..e. ge.ne.Jr..aLty a.6.6oc.ia.te.i a. highe.n de.gJr..e.e. o6 oo.:ta.bilay wah inve.n.:tony inveo.:tme.n.:t. 
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A6 .to whe..theJt in.ve.n..tofty in.ve..o:tme.n..t h.a-6 iVL6.:tabJ.J.liy indtic.J.Jtg oft iVL6.ta.biJ'.fty 

dampe.nJ..n.g e.t)t)e.c...t.o c..d.n. be. onty e.n.quJ.Jl.e.d .thJtough a. cU.oa.ggJte.gOvte.d a.n.o.£y.6.-L6 ot) 

public. in.ve..o:tme.n..t by .type. ot) a..6.6e..t.6, whic.h A..;;, .the. .6ubje.c..t ma..t.teJt ot) oUJt Cha.p.teJt 7. 

The. fte..oui.;t.6 at) .the. .tJte.n.d method .6ub.6:t ~n;tia..te. .the. c.on.uU.6ioVL6 a.Mive.d Ovt 

on. .the. ba..6.-L6 ot) .the. c.oe.t)t)iue.n..t ot) va.JUa.;tion. method. The. iVL6.tabJ.J.liy in. gfto.6.6 

dome..otic. t)ixe.d c.a:pild t)oJtma.tion. ha..6 in.c.fte.Me.d 6ftom 7.3 :to 8.90 and :that in. n.e..t 

dome..otic. t)ixe.d c.a.pi:to.£ t)oJtma..tion. t}ftom 8.9 .to 9.3_oveJt :the :two .6ub-pe.Jtiod.6. 

One. c.an.n.o.t int)eJt oft dJta.w c.on.uU.6ioVL6 a.bou.t .the. c.a.u.6e..6 (a.n.d c.oVL6e.que.n.c.e..o) 

o6 iVL6.:tab-i..U.ty in public. in.ve..o:tme.n..t at a.n. a.ggfte.gate. te.ve.t .6uc.h M above.. Tw 

_.u., .60 be.c.a.U.6e. iVL6.:tabJ.J.liy in. public. in.ve..o.tme.vt..t will de.pe.n.d on. .the. fte.ta.tive. move.me.n.t.6 

o t) ill c. a mpo n. e.n..t.6 -- in .teJtm.6 o t) M .6 e..t.6 a.n.d o.£.6 o by indU.6.tJtia.t c.ate.go Jtie..o • A 

.6yn.c.hJton..L6e.d move.me.n..t in .the. c.ompon.e.n.t.6, 6oft e.xa.mpte., may in.c.Jte.Me. .the. ii'L6.:tabJ..LU:y 

wheJte.M il may de.c.fte.Me. i6 .thw pa..t.te.Jtn. o6 move.me.n..t be.c.ome. diMimila.Jt. ThU.6 a. 

cU.oa.ggfte.gate.d .6.tudy o6 ii'L6.:tabilhty ot) public. in.ve..6.tme.n;t .U., Wa.JtJta.n..te.d 6oft a.n.a.ly.6in.g 

.the. c.a.U.6 e..6 a.n.d c.oVL6 e.que.n.c.e. a 6 ii'L6.:tabilily a.n.d h.a-6 be.e.n. c.a.Mie.d out in. Cha.p.te.Jt.6 5 

a.n.d 6 be.tow. 

The. fte.ta.tio VL6hip be.twe.e.n. public. a.n.d pftivate. in.ve..o.tme.n..t .U.,, M we. fu c.U-6.6 e.d 

in .the. p!te.c.e.e.din.g c.ha.p.teJt, one. at) .the. main. e.te.me.n.U at) :the. public. in.ve..o:tme.n..t bMe.d 

e.xpta.n.a..tioVL6 o6 de.c.e.teAa.tion.o The. ftote. ot) public. in.ve..o:tme.n..t a..6 a.n. iVL6.tJtume.n..t at) 

.6.ta.bil.L6a..tion. a.n.d gftowth polic.y .L6 :to a. ta.Jtge. e.x.te.n..t, .6ough.t in. ili .6.tirnuta.tion. 

at) pftivate. in.ve..o:tme.n..t. Though va.Jtyin.g c.ha.n.n.w o6 in.t)fue.n.c.e. .th!tough whic.h public. 

in.ve..o.tme.n..t be.a.Jt.6 upon. pftiva..te. in.ve..o:tme.n..t have. be.e.n. po.6.tul0vte.d, .the. a.c..tua.t fte.ta.tion.

.6hip :that e.wu be.twe.e.n. :the. :two hM n.o:t be.e.n. e.mpiJtic.a.tly e.xploJte.d. 

Bftie.t)~y .6.ta..te.d, un.de.Jttyin.g .the. logic. at) c.omplime.n..ta.Jtily a.n.d .6.tirnuta.tion. 

0 6 pftivate. in.ve..o:tme.n..t by public. in.ve..o.t a.Jte. .the. f5ollowin.g.6 c.ha.n.n.w 0 n in.t)fue.n.c.e.: 
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a. Public. I vr. v v.,;tme.n;t CJl.e.a:te/.J ivr. nJtMbr.uc.:tWLe. a11d tr.aA..I.:, e/.J .the. 

pJtoduc.:tivUy an p!Liva.te. C.apUal J.>.to c.k, .the.Jte.b y Jte.duc.i11g 

.the. Jte.qu-<-Jte.me.vr..t-6 0 n p!Liva.te. ivr.vv.,.tme.n:t pe.Jt uvr.U 0 n ou.tpu.t. 

b. Public. I vr.vv.,tme.n:t tr.aA..I.:, v., .the. de.mavr.d t}oJt au.tpu.t a 6 .the. 

piLi va.t e. .6 e.c.:to Jt .the.Jte.b y ivr. tme.Vl.c.ivr.g o u.tpu.t e.x pe.c.:ta.tio vr. avr.d 

ivr.vv.,tme.n:t Jte.qu-<-Jte.me.n..t-6 an .the. p!U Ja.te. .6 e.c.:toJt. 

c.. Public. Ivr.vv.,.tme.n;t tr.aA..l.:,v., aggJte.ga.te ou.tpu.t avr.d J.>avivr.gf> he.vr.c.e. 
' 

J.>upp.te.me.vr..ti11g .the. e.c.ovr.omy'-6 phyJ.>ic.al avr.d · t)ivr.avr.Ua.t JtV-JoWLc.V-J. 

EMe.vr..tiaily .the.Jte.noJte. .two .6W at) livr.kagu, ope.Jta.tivr.g ovr. .the. de.mavr.i J.>ide. avr.d .the. 

J.>upp.ty J.>ide., Me. poJ.>.tula.te.d. Ovr. .the. de.mavr.d J.>ide. .the. ivr.t).tue.11c.e. ope.Jta.tv., via .the. 

de.mavr.d public. invu.tme.n:t c.Jte.a.te.-6 noJt he.avy in.duJ.>.t!Lie/.J avr.d .thJtough ge.vr.e.Jtatiovr. at) 

e.mp.to yme.n:t avr.d ivr.c.ome.. Ovr. .the. J.>upp.ty J.>ide. public. )..vr.vutme.n:t e.vr.c.oWLag.e.J.> p!Liva.te. 

ivr.ve!.l'.tme.n:t by pJto vicUvr.g CJl.Uic.al ivr.pu.t-6 avr.d ivr.n~LM.tJtuc.:tWLa.t t)ac.iUtiv.,. 

A.o agaivr..o.t .th-u vieJiJ o-6 · c.omp.te.me.n:taJtliy "cJtowdivr.g au.t" Jte.latiovr..ohip c.avr. 

wo be. po.o.tu.ta.te.d. Public. J.>e.c.:toJt havivr.g a p!Limac.y ove.Jt Jte/.JoWLc.e/.J by .the. ve.Jty 

vr.a.tWLe. o 6 ill Jto.te. ivr. .the. de.ve..topivr.g c.oun:t~Liu, public. ivr.vutme.n:t . c.avr. .the.Jte.noJte. 

e.xe.Jt.t a vr.e.gilive. ivr.nfue.vr.c.e. ovr. p!Liva.te. i11vv.,:tme.n:t M bo.th J.>e.c.:toJt-6 c.ompe..te. t}oJt 

J.>c.Mc.e. phy6ic.al avr.d t)i11a11c.ial Jte/.JoWLc.e/.J. 

Though .the. Jte.la.tiovr..ohip be..twe.e.vr. public. avr.d p!Liva.te. ivr.vu.tme.n:t, M ge.vr.e.JtaUy 

pM.tula.te.d, i-6 de..te.Jtmivr.e.d by .the. c.ompMiliovr. at) public. ivr.vv.,.tme.n:t .tw ha,o vr.o.t be. 

Jte.c.ogn.i-6e.d ade.qua.te..ty. The. uVl.de.Jtiyivr.g Jte.Moi'Ung, in. .the. above. J.>umma~Li-6e.d c.havr.vr.e.l-6 

at) ivr.nlue.nc.e., J.>e.em-6 .to be. .that public. ivr.vutme.n:t ·peA J.>e. be.aM a c.ovr..oil.>.te.n:t avr.d 

poJ.>ilive. Jte.la.tiovr..ohip wah p!Liva.te. ivr.vu.tme.vr.;L 

Th-U mi-6uvr.de.IL-6.tavr.divr.g t}o.t.e.aw-6 di!Le.c..t.ty t)Jtom .the. vr.e.g.te.c.:t on .the. c.ompoJ.>Uiovr. 

o6 public. ivr.vv.,tme.n:t, avr.d .the.Jte.by .the. c.havr.gu ivr. U, while. avr.alyJ.>ivr.g .the. Jte.la.tiovr.-

J.>hip be..twe.e.vr. public. avr.d p!Liva.te. ivr.vutme.n:t. FoJt, what de..te.Jtmivr.u .the. vr.a.tWLe. avr.d 

pa.t.te.Jtvr. o6 .tw Jte.la.tiovr..ohip i-6 .the. c.ompo.oiliovr. at} public. ivr.vv.,tme.vr..to FoJt e.xamp.te., 



38 

and eJ!_e_c;tJrJ_cA):.y, g cu and wateJL may tend to .6bte.ng then ill Jt eJ!..atio 11.6 hip wah 

p!Uva:te. inve..6tme.VLt, wheJLe.CU a .6 hiM in fiavoUJt o fi manu.fiac.tUJting, fiinanc.e. c.ommuVLity 

and peMonai. .6eJtvic.e.6 may tend to weaken the. JteJ!..atioMhip. 

Fu.Jtthe.Jt, ifi the. JteJ!..atioMhip between pubUc. and p!Uvate. inve..6tme.VLt · i.6 

viewed {J!tom thi-6 pe.!t.6pe.c.tive., a wo.uld {Jail-Ow that the. Jte)!_a.;U_oMhip need not. be. 

c.oMi.6te.VLt but will c.hange. wah a c.hanging .6btuc.tUJte. ofJ pubUc. inve..6tme.VLt. An 

anai.yJ.Ji-6 ai.ong fuaggfte.gate.d anai.y.6i.6 will not heJ!..p in p0.6tufating a mofte. .6pe.c.i6ic. 

fioJtm o6 JteJ!..atioMhip that e.xi.6tf.J between the. two but c.oufd ai.f.Jo hup in ·undeJL-

.6tanding and explaining the. dynamic..6 o fi :the. ·1..e)!_a.;U_o 11.6 hip. 
,· 

While. a fuaggJte.gate.d JtuatioMhip between pu.bUc. and p!Uvate. inve..6tme.VLt 
' . 

hcu be.e.n e.xploJte.d in ChapteJL 5 (bty indU.6bty ofi U.6e.) and in ChapteJL 6 _(by type. o6 

a.6.6e.t.6) a6,teJL a fuc.u.Mion on the. .6:tftu.c.tUJte. o6 pubUc. inve..6tme.VLt, heJLe. we. .6haU .. 

bftie.{Jly look. at the. JtUa:tioMhip that e.xi.6tf.J be.twe.e.n the. two at the. aggJte.gate. le.veJ!... 

A p!teJ!..iminMy view o6 the. JteJ!..atioMhip c.an be. pMv.i..de.d by pR..otting the. two 

time. .6e.Jtie..6 gJtoM dome..6tic. c.apaai. fio!tma:tion in pubUc. J.Je.c.toft and p!Uva:te. .6e.c.toJt 
. · · 1'2 I 

in ab.6olute. teJLm.6 cu weJ!..l cu a p!topoM:ioVL-6 o6 gfto.6J.J dome..6tic. p!toduc.t.-. FJtom the. 

G!taph 1 oveJLR..e.af it c.an be. .6e.e.n that, a ge.neJLaf...i.y .6ync.h!toni-6e.d move.me.VLt in the. .6ame. 

di!te.c.tion (between gJto.6.6 dome..6tic. c.apilai. 6oJtmation in the. pubUc. and p!Uvate. .6e.c.toJt) 

e.xi.6te.d ti.e.R...7965-66, giving way to fiailtR..y diveJtge.nt move.me.ntf.J theJteanteJt. The. 

de.c.Une. du.Jting the. late. .6ixtii6 and e.Mly .6e.ve.ntie..6 in the. !tate. o{J gJtowth ofJ aggJte.

gate. pubUc. invutme.nt, whic.h i-6 the. bcui-6 {)oft e.xpfuining indU.6btiaR.. de.c.eJ!..e.Jtation, 

.6aw an ac.c.eJ!..eJta:tion in p!Uvate. inve..6tment cu c.an be. .6e.e.n fiJtom the. gMph. VUJting 

the. mid 1970 1.6 when !tate. on gJtowth o6 pubUc. inve..6tme.VLt Wa.6 high p!Uvate. inveotme.nt 

appe.a!t.6 to have. .6tagnate.d. 

1'2. SundaJtajan and Thak.UJL (1980) 
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On Jtegfteo-6-ln.g pftiva):e ,t,e_c;toJt gJtoM domeotic. c.apJ.;t.a.t noJtmation on public. 

,t,e_c;toJt gfto-6-6 domeotic. c.apital noJtmation we n~nd ~haX noft ~he pe!tiod 1950-51 ~0 

1981-82 :theAe M no -6~tic.aLf.JJ -6~gMn~c.a~ JtcdatioV!.-6~p bdween ~he :tJJJo with 

oft without a ~e. fag (See Table ove!tfeanl. 

V~v~~ng the pe!tiod 1950-51 ~o 1981-82 ~Vl.:to :tJJJo ,t,ub-pe!tiod-6 - 1950-51 ~o 

7965-66 and 1966-67 ~0 1981-82, it~ nound ;tho): ~VI. ~he p!te 1965-66 pe!tiod ~he 

JtegJteo-6~on c.oenn~ueVI.:t on public. ~nveomeVI.:t M po-6~ve and -6~gMflic.aV!.:t (M 1% 

'. fevcd). The -6:tfteng:th on the Jt~OV!.-6~p a-6 -6hown by ;the pafttial c.oMcdation 

c.oenn~ueVI.:t, M 0.657. ThM would mean :thM public. -lnveotmeVI.:t expl~V!.-6 43.16% !Jj 

On ~he va!tiation ~11 pftiva):e ~Yl.veomeVI.:t when bo~h va!tiabfeo Me ~ak.en net on ~he 

~e :t!te.Yid. U would be ~Vl.:te.Jte.-6ling ~o no~e ~haX the -6~9Mn~c.alit po-6~ve Jtefa

tion-6~p ~ on an unfagged Vl.aXU!te, and li doeo 110~ hold when ~e fag-6 aJte ~n:tfto

duc.ed·. T~ would ~n~c.Me ~haX ~he Jtcdatioi1-6~p be;tween public. ,t,e_c;toJt ~nve-6mel1t 

and p!tivaXe .tJec;toJt ~nveomeVI.:t opeJl.aXeo on the -6uppfy -6~e !taXhe.Jt ~han ~he demand 

. -6~de w~c.h aug~ ~o have been on a fagged naXU!te. 

Du!ting ~he -6ec.ond -6ub-pe!tiod, 1966-6 7 ~o 1981-82, ~he po-6~ve JtcdatioV!.-6~p 

;tho): ex~~ed ~n the nillt pe!tiod bJteak.-6 doWH; c.ompfe:tcdy avid M negati~e, though 110~ 

-6~~~~c.aliy -6~gMn~c.aV!.:t. T~ negative JtcdatioV!.-6~p apaU nJtom bung -6~ati-6ti

c.aUy ~Vl.-6~9Mn~c.al1:t (w~c.h c.ould be due ~o muftic.oWn~y, no!t ~he c.ommon 

time :t!tend ~ ve.Jty -6~gn~nic.ai1:t ~n :thM c.Me) ~ WO Weak., (hav~ng a pafttial 

C.OMefation c.oenn~ueVI.:t on -0.035 Without a ~e_ fag and -0.225 With a 1 yeaft ~e_ 

fag) the~teno!te no n~ c.onc.fU-6~oV!.-6 c.an be d!tawn. I~ c.an, howeve.Jt, be -6~ ;tho): 

:the.Jte doe.-6 not -6eem to be any Jt~OV!.-6~p be:tJJJeen public. and pftivaXe gJtoM 

domeotic. c.apital noJtmation -ln. ~he pe!tiod 7966-67 ~0 1981-82. 



Pe;Uod Lag 

7950-57 .to 
7965-66 

Lag 0 

Lag 

7966-6 7 .to 
1981-82 

Lag 0 

Lag 

1950-51 .to 
1981-82 

Lag 0 

Lag 
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P!Uvate. IvtveA.tme.Vl.t he.gfle.-6.6e.d on Pu.bUc.. IvtveA.tme.vr;t 

· CoJVteta.tion 
Coe.-Q -6i.c..ievt.t 

0.752 

0.793 

0.781 

0.755 

0.919 

0.913 

Re.gfle.-6.6io vt 
Coe.-6-bic..ient 

1. 8 52 

0.324 

-0.089 

-0/435' 

0.2936 

0.1913 

Pafltia£ 
CoJVteta.tion 
Coet)t)ic..ie.vt.t 

0.657 

0.135 

-0.035 

-0.225 

0.216 

0.122 

Fotrm on .the equ.a;t.i.on: Log Y = a + bx + c..T + e 

Note.: Lag 0 mean.6 .thefle i-6 no time. fag in JieA po n.6 e. 
Lag 1 me.an.6 · .thefle i.6 1 ye.afl tim e. fag in fleA po n.6 e. 

T 
Va-tu. e. 

3: 79 

0.47 

• 1537 

• 8076 

1 • 1 7 

0. 691 

2 
R 

0. 697 

• 389 

• 704 

.683 

.721 

.687 



4.7 

Ne,t VomeJ.Jtic. Capilai_ FoJUnation. 

CoJULelation. Re.g!LeJ.J.6A..o 11 
p~ 

Pe.ILA..od/Lag Coe.66iue.n.t Coe.6Mue.n.t CoJULelation. T 2 

Coe.6Mc.A..e.n;t Value. R 

1950-51 ;to 
1965-66 

Lag 0 0.514 1. 497 0.505 2. 1 3 0.400 

Lag 1 0.439 0.2720 0.087 0.299 0. 192 

1966-6 7 ;to 
1981-:82 

Lag 0 0.633 -0.221 -0.1166 0.416 0.485 

Lag 0.600 -0.157t -0.099 0.356 0.483 

1950-51 ;to 
1981-82 

Lag 0 0.826 0.1650 0~117 0,609 0.7133 

Lag 0.811 0~023 0.011 0.757 0. 7100 



.-. 
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CoY!.-6ideA ne;t domutic. c.apilal 6oJunation. In the. 6Vr.;.;t .6ub pe!Liod 

7950-57 to 7965-66 the. helation..6h~p between net domutic. c.apilal 6oJunation 

in phivate. .6e.doh and that in public. .6e.c.toft. i.6 .6ignibic.an;t:iy po.6itive. a.6 

c.an be. .6e.e.n nhom the. table. above.. A.6 in the. c.Me. o6 gh0.6.6 domuuc. c.apital 

6oJunation, heAe. ruo. the. helation..6hip bhe.ak.6 down in the. .6e.c.ond .6ub pe!Liod 

The. c.oe.66ic.ie.nt on public. invutme.nt c.hangu nhom po.6itive in the. 6Vr.;.;t .6ub 

pe.hiod to negative ivL the. .6e.c.ovid .6ub pe!Liod. Howe.veh the. negative helation..6hip 

duhin_g the. pruod 7966-6 7 to 7981-82 if.! not .6ta:t-Uuc.aily .6igni6ic.ant. · 

. On the. bMi-6 o6 the. pheliminany emp~c.al e.vide.nc.e. phue.nte.d above. il 

c.ould be. angue.d that theAe. dou not .6e.ein to be. a .6igni6ic.an;t:ly po.6itive. 

helation..6hip between phivate. and public. invutme.nt whic.h would indic.ate. 

c.omplime.ntahity between the. two. White. in the. pe.hiod 1950-51 to 7965-66 thehe. 

did e.xif.Jt a .6igni6ic.ant po.6itive. he.f~on.6hip no .6uc.h helatio.6hip tooufd appeah 

to hold ab;teA 7966-_6 7. That theAe. dou not e.xif.Jt a po.6itive. helation..6hip 

bu.we.en pub.fA.c. inve..6tme.nt and phivate. invutme.nt upe.Uaily in the. po.6t 7965-66 

pe/Liod, if.! C.OY!.-6if.Jte.nt Wah OUh e.ahtieA ninding that When the. hate. on ghowth 

o 6 public. ;.nvutme.nt de.c.line.d duhing the. mid .6ixtie..6, the. hate. o 6 invutme.nt 

in the. e.c.onomy inc.he.a.6e.d 6hom 16.4% in 1963-64 to 21% in 7966-67. 

16, be.c.aU.6e. o6 a negative. helation..6hip between public. and phivate. invutme.nt, 

a de.c.une. in public. invutme.nt if.! c.ompe.Yl.-6atc ~ by a we. in the. phivate. .6e.c.toh 

inve..6tme.nt, a.6 a appe.M.6 to have., theAe. will be. a c.hange. in the. c.ompo.6ition 



.two .o e.vtoM. 

Whe;thvr. a de.c.Un.e. in. pubuc. in.ve..o:tme.nt ge;t.o c.ompe.n..oa:te.d by a. we. in. 

:the. AY!ve..o:tme.n.:t {.n. p!Uva:te. J.Je.vtoJt cmd :to wha.:t e.x:te.n;t will .the.~te. Jte..ouLt a. J.Jhi&:t 

in. :the. c.ompol.lilion. o{) a.ggfLe.ga:te. in.ve)J.tme.n.:t c.a.n. be. mo!te. {)U!Li:t{)uUy di.oc.u.o.oe.d 
·' 

a:t :the. cU.oa.ggJte.ga:te.d .te.vel. Wha:t a.Jte. n.e.e.dl.l :to dil.lc..U.OI.l, in. :thll.l c.on.:te.x:t, il.l 

:the. .oe.vto!t..ai_ c.ompMilion. o{) public. mve..o:tme.n.:t a.n.d ide.n.:ti{)y :the. J.Je.vtoM whe.~te. 

a fJa.JY.... in. in.ve..o.tme.n.:t hM be.e.n. Jte.gi!.J:te.Jte.d. and :the.n. e.xp.toJte. ill Jt.da.tion..ohip 

with p!tiva.:te. .oe.vtoJt a:t :tha:t (.oe.vto!La..t a.n.d in.du.o:tUa..t c.a:te.go!ty) .te.vel. Vi.oc..u.o.oion. 

a..ton.g J.Juc.h un.e..o have. be.e.n. c.a.!t!tie.d ou.t in Cha.p:te.Jt 5 a.n.d 6. 



STATISTICAL ANNEXURE 

TO 

CHAPTER Z 

No:te.: The. 1.1 oUJtc.e. 6oJr.. ill da:ta, wite.M o:the!UIJ~ e. 1.1 pe.M6-£e.d, ~: 
No.;t{_ona.t Ac.c.oun:tl.l S:to.;t{_J.Itic.~.~, C.S. 0. ( VcvU.oM ~1.1ue.1.1). 



Ye.aJt 

1950-51 
7957-57. 
1957.-53 
1953-54 
1954-55 
7955-56 
7956-57 
1957-58 
7958-59 
7959-60 
1960-61 
1961-6'2 
196'2-63 
1963-64 
1964-65 
1965-66 
7966-6 7 
1967-68 
1968-69 
1969-70 
i 970-71 
1971-7'2 
7977.-73 
1973-74 
1974-75 
7975-76 
7976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-87. 

No;teo: 1. 

z. 

3. 

4. 

GVCF GFCF 

7.379 7.045 
7.804 7.41~ 
1838 1911 
Z1Z7 ZZ05 
7.363 ZZ1Z 
337.3 3004 
47.71 3710 
4088 3560 
3387. 3335 
3741 3Z7Z 
457.3 3754 
4140 3657 
4808 416'2 
5080 4475 
5581 4970 
6170 5746 
6675 5817. 
6739 5495 
5758 5575 
6677 608'2 
7177 6138 
7547 6'274 

. 7075 6655 
9077. 7393 
87.05 6114 
84ZZ 6548 
97.49 7887 
9958 9178 

1ZZ80 10056 
111 35 8684 
17.141 9680 
125'25 10069 
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GVP 

17536 
17883 
18517 
19688 
ZOZ33 
7.0870 
ZZ013 
'21631 
7.3465 
'23894 
7.5534 
'26440 
7.7003 
7.8380 
3'0617 
Z90Z3 
7.9307 
31868 
377'25 
34807. 
36736 
37313 
36910 
38646 
38979 
4Z66Z 
47.986 
46773 

49463 
46854 ·~ 

5057.6 
53ZZ9 

RILte. ofi 
GVCF (% 
ofi GVP)* 

13.56 
15.6 7 
9.9'2 

10.80 
11.67 
75.9'2 
79.40 
18.89 
14.41 
15.65. 
17.71 
15.65 
77.79 
17.89 
18.ZZ 
Z1.Z5 
zz, 77 
19.'26 
77.59 
19.18 
79.53 
zo.zz 
19.16 
'23.47 
'21.04 
19.74 
z 1. 51 
Z1.Z9 
Z4.8Z 
'23.76 
Z4.0Z 
'23.53 

GVCF: GJto.6.6 Vomu:Uc. Capilal FoJtma:Uon 
GFCF: GJtoM Vomeo:Uc. Fbc.e.d Caplial FoJtma:Uon 
GVP : GJto-6.6 Vomv..:Uc. PJtoduc.;t 

A:t 1970-71 ptvlc_v., 

RILte. 0 6 
GFCF (% 
ofi GVP) * 

1 L66 
13.49 
10.3'2 
11. 79 
10.93. 
14~39 
16.85 
16.45 
14.'21 
73.69 
14.70 
13.83 
15.41 
15.76 
16.'23 
79.79 
19.83 
17.'24 
17.03 
17.47 
16.70 
16.81 
18.03 
19.13 
15.68 
15.34 
18.34 
79.6'2 
'20.33 
18.53 
19.15 
18.91 

RIU:e ofi 
GVCF (% 

ofi GVP) ** 

7'2.9 
14.8 
9.4 

10.'2 
1LO 
14.9 
18.'2 
17.5 
13.4 
14.5 
16.7 
14.6 
16.5 
16.4 
16.8 
79.3 
ZOo9 
17. 8 
16. 1 
17.6 
17.8 
18.8 
17.3 
z 1. 4 
'20.1 
18.5 
'20.1 
z 1. 1 
ZZ.5 
'21.5 
zz.o 
'21.4 

AU c.aplial ·6oJtma:Uon 6.-tguJtV.. aJte. adjM:te.d fioJt "e.JtJtoM and 
omi-6.6.-ton-6" 

*: GJto-6.6 dome..6:Uc. pJtOduc.;t iLt 6ac.:toJt c.o.6;t 
**: GJtoM domeo:Uc. p~toduc.;t iLt ma.Jtke.;t pftic.eo 

The. MuJtc.e. o fi aU ;the. da;ta i-6: NcWi_o_vziii_, Ac.c.oun:t-6 S~tic.-6 (C.S.Ol 
Va!tioM I.6.6ueo, un£eo.6 o:theJwJi-6 e. .6 pe.ufiie.d. 
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Table. 2. 2: Net Vome6tie Cap~ Fo~ation in ~he. Eeon6my 

A:t 1970-71 ·rtU.ee6 

R~e. ofi R~e. ofi ~e. ofi R~e. on 
NVCF (% NFCF (% NVCF (% NFCF (% on 

Ye.aJt NVCF. NFCF. NVP on NVrl* o6 NVP) * on NVP) ** NVP)** 

7950-57 1641 1307 76798 9. 7f 7.78 9.3 7.4 
7957-52 2 0:19 1658 17128 11.96' 9.68 11. 3 9. 1 
7952-53 1054 11 2 7 17733 5.94 6.35 5.6 6.0 
7953-54 1321 7399 18882 6.99 7.40 6.6 7.0 
7954-55 1501 1350 79377 7.74 6. 96 7.3 .6. 6 
7955-56 2422 2103 79969 12.12 10.53 11.3 9.8 
7956-57 3329 2768 21071 75.79 1 3. 1 3 14.7 72.2 
7957-58 3082 2554 20625 14.94 12.38 13.8 11.4 
7958-59 2298 2251 22381 10.26 10.05 9.5 9.3 
7959-60 2675 2146 22768 11.48 9.42 10.6 8.7 
1960-61 3349 2580 24360 13.74 . 1 0. 59 72.9 9.9 
7967-62 2886 2403 25186 11.45 9.54 10.7 8.9 
7962-63 3388 2472 25583 13.24 9.66 72.2 9.9 
1963-64 3616 3011 26976 13.43 11.18 12.3 10.2 
7964-65 3990 3379 29026 .]3. 7 4 11.64 72.6 10.7 
7965-66 4482 4058 27335 76.39 14.84 14.8 13.4 
7966-6 7 4892 4029 27524 17.77 14.63 76.3 13.4 
1967-68 4264 3620 29993 14.21 12.06 13.0 .J1 • 1 
7968-69 3811 3628 30778 '12. 38 11. 78 11. 3 10.7 
1'969-70 4567 3972 32692 13.96 12.14 12.7 11.0 
1970-71 4960 3921 34519 14.36 11. 35 13.0 10.3 
7977-72 52652 3989 35028 15.02 11.38 13.5 10.2 
7972-73 4667. 4247 34502 13.52 .· 12 ~· 30 12. 1 . 11. 0 
1973-74 6629 4950 36203 18.31 73.67 16.6 12.4 
1974-75 5850 3759 36624 75.97 10.26 15.3 9.6 
7975-76 5975 4041 40155 14.73 1 o. 06 73.9 9.5 
7976-77 6618 5256 40355 76.39 13.02 '15. 4 12.3 
1977-78 7198 6417 44012 16.35 14.58 16.6 14.2 
7978-79 9275 7051 46458 18.42 12.82 76.62 11 • 5 
1979-80 8069 5618 43788 18.42 12.82 16.62 11. 5 
1980-81 8850 6389. 47235 18.73 73.52 17.08 12.3 

.1981-82 8937 6481 49641 18.00 13.05 . 76.32 11.8 

No~e.: 1 • NVCF: Nd Vome.~.>tie CapUa.i FoJUna.~ . .._on 
NFCF: Nd Vome.~.>tie F-<-xe.d CapUa.i FoJi..m~n 
NVP: Nd Vome6tie P~oduetion 

2. AU Cap~ FoJUnCU:ion 1)-<-gMU aJte. adjw.lte.d f)o~ e.MOM and om-U,.c,.{ono 

3. * : Nd Vome.~.>tie P~odud ~ 1)ado~ eo.6~ 
** : Nd Vome6tie P~odud ~ ma.Jtk.d PtU.ee6. 



Pe.Jtiod 

F J..M:t Plan 

Se.c.ond Plan 

Thi!td Plan 
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Table. ·2. 3: Plan w.u., e. Compound Annr.wi. Rate. o 6 

GJtow:th o 6 Cap-U:a.t Fo!rinaL[o n in :the. 

Ec.onomy 

A:t Cono:tan.:t P!tic.eo 

GJto~~ domeo:tic. GJto~~ domeo:tic. 
c.apaaf 6oJtmaL[o'1 6-<-xe.d c.apilaf 

6oJtmation 

5.90 5.84 

0.25 ·0.06 

9. 47 10.81 

GJtoM domeo:tic. 
p!todu.c;t 

3.97 

3. 96 

3.12 

Plan Holiday -7.38 -2.08 5.51 

Fou.Jt:th Plan 5.98 4o71 2. 14 

Fifl;th 

Sixth 

Plan 9. 73 13.32 5068 

Plan 5.88 7.39 6.37 

Note.: In :tiUA ~:tu.dy, qJtow:th Jta.teo have. be.e.n c.afc.u.fa:te.d on :the. 
bao~ ofl 6iltinq :the. 6oUowin9 Jte.gJteo~ion :to :the. annu.af 
dcda: 

LOR/r 
whe.~te. Y T 

Jt 

a + JtT + e. 

V alu. e. in lJ e.aJt T 

c.ompou.nd qJtow:th Jta:te. 

e. = EJtJtoft :te.Jtm 

u.nde.Jt ~:tandaJtd aMu.mptiono . 
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Tabl~ 2.4: Capital Fonmation ~n th~ Pub~Q S~cton 

GnoM Vome.i>U..C. GnoM Vome.i>UQ Net Vome.i>UQ Net Vome.i>UQ 
Ye.an Capila.e_ F ixe.d Capilal Capila.e_ Fixe.d Capital 

Fonmation Fonmation Fonmation · Fonmation 

7950-57 530 459 438 36 7 
7957-52 614 531 521 438 
7952-53 506 555 415 464 
1953-54 588 658 491 561 
1954-55 868 785 766 683 
7955-56 996 1063 860 927 
7956-57 7239 1114 17 09 1014 
1957-58 1464 1130 1336 1002 
7958-59 7395 1200 1270 1075 
7959-60 1498 1471 1373 1346 
1960-61 1826 1686 1646 1506 

. 7967-62 7797 1735 7599 1537 
' 1962-63 2181 1983" 1948 1750 

1963-64 2427 2249 2177 2005 
7964-65 2665 2493. ' 2383 2277 
7965-66 2846 2624 2568 2346 
7966-6 7 2574 2467 2263 '2156 
1967-68 '2635 2271 2'286 7922 
7968-69 2397 2334 20'26 1963 
7969-70 2373 2300 7962 1889 
1970-71 '2773 2394 23'20 1941 
1971-72 2957 '2618 2467 2128 
197'2-73 3135 3146 ' 2556 '2567 
1973-74 3738 3133 31'28 '2503 
1974-75 3517 '265'2 3'253 2388 
7975-76 4433 3'234 3844 '2645 
7976-77 49'20 4073 4326 3479 
1977-78 4184 4323 3511 3650 I 
7978-79 501'2 4351 4306 3645 I 

! 
7979-80 5309 ' 4481 4584 3756 

' 1980-81 5609 4685 4806 388'2 I 

1981-8'2 6123 5086 5797 4160 ! 

I 
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Table. 2.5: PUn. W.Ue Compoiu1d Annua£. Ra;te.c 66 G!r.ow.th ..tn PubliC. Se.c.:toJt 

Cap..tta.t Folr.ma;t..ton 

GJto.o.o Vome.ctic. GJto.o.o Vomet.tic. Net Vome.ctic. Net Vome.ctic. 
Pe.Jy{_od Capilal F..txe.d Capila.t Ca.pila.t Fixe.d Capila.t 

F o Jtma:tio n F o Jtma;t..[o n · F o Jtma;t..to n ·· · · F o Jtnia:tio n 

Fi!t.ot Plan 15.07 17.34 16. 15 18.86 
Se.c.ond Plan 7.98 10.92 8.17 10.86 
Th..t!td Plan 11.20 10.56 11.49 10.79 
.Plan Hol~day -3.56 -2.77 -5.53 -·4. 68 
Fowr.:th Plan 10.31 8.91 10.29 8.42 
F~M;h Plan 6.50 12.80 4.70 11.67 
S~x;th Pla.n 7.13 6.33 6.27 5. 1 0 

1950-51 to 1981-82 7.32 6.89 7.27 6.74 
1950-51 to 1965-66 12.05 11.81 72.63 12.38 
7966-67 to 1981-82 6.57 . 5. 80 6.64 5.73 

Sha.!r.e. o6 Pubue Se.c.tolr. Caplta.l FoJtma:tion ~n the. Ec.onomy 

(in pe.Jtc.e.ntag e. J 

Ye.aJt ShaJte. ··;,Vf!.M ShaJr..e .. Ye.M 

1950-51 22.27 1963-64 47.65· 7976-77 53.79 
7957-52 21.89 1964-65 47.75 1977-78 42.01 
7952-53 27.52 7965-66 46.12 7978-79 40.81 
1953-54 27.64 7966-6 7 33 •. '6 7979-80 47.6 7 
1954-55. 36.73 1967-68 42.92 1980-81 46.79 
7955-56 29.97 7968-69 41.62 1981-82 48.88 
7956-57 29.00 7969-70 35. ~.3 
1957-58 35.81 1970-71 38.63 
7958-59 41.24 7977-72 39.18 
7959-60 40.04 7972-73 44.31 
1960-61 40.37 1973-74 41.20 
7967-62 43.40 1974-75 42.86 
1962-63 45. 36 7975-76 52.63 
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Ye.M Rate. o fi GVCF Rctte. at) GFCF Ro..te. o6 NVCF Rctte. ot) NFCF 
(% at) GVP) (% o6 GVP) (% ot) NVP) (% o6 NVP) 

... . . 

1950-51 3.02 2.09 2.60 2. 18 
7957-52 3.43 3.43 3.04 2.55 
7952-53 2.73 2.99 2.34 2.61 
1953-54 2.98 3.34 2.60 2.97 
1954-55 4.29 3.87 3.95 3.52 
7955-56 4. 77 5.09 4.30 4.64 
7956-57 5.62 5.06 5.26 4.81 
1957-58 6. 76 5.22 6.47 4.85 
7958-59 5.94 5. 11 5.67 4.80 
7959-60 6.26 6. 15 6.03 5.97 
1960-61 7 • .15 6.60 6.75 6.18 
7967-62 6.79 6.51 6. 34 G. 1 0 
7962-63 8.07 7.34 7.61 6.84 
1963-64 8.53 7.92 8.08 7. 45 
1964-6 5 8.70 8.14 8.20 7.61 
7965-66 9.80 9~04 9.39 8.58 
7966-67 8.78 8.41 8.22 7.83 
1967-68 8.26 7.13 7.62 6.40 
7968-69 7.32 7. 1 3 6.58 6.37 
7969-70 6.81 6.61 6.00 5. 77 
7970-77 7.54 6. 51 6. 72 5.62 
7971-72 7.92 7.02 7.04 6.07 
7972-73 8.49 . 8. 52 7.41 7.44 
1973-74 9. 6 7 8.05 8.64 6.97 
1974-75 9.02 6.80 8.88 6.52 

0 

7975-76 70.39 7.58 9.57 6.58 
7976-77 11.44 9.47 10.71 8.62 
1977-78 8.94 9.24 7.97 8.29 
7978-79 10.13 9.36 9. 27 7.84 
1979-80 11.33 10.23 1 o. 46 8.57 
1980-81 11. 10 9.27 1 0. 17 8.21 
1981-82 11.50 9.55 10.47 8. 38. 

l 
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Table. 2 • 7: I M:tabUily in.. PubUC. Si!_ct6Jt Capital Foftinauo n. 

Pe.Jtiod 

Fill:t Plan. 

Se.c.on.d Plan. 

TfWtd Plan. 

Plan. HoUday 

F o wrth P .tan. 

F inth Plan. 

1950-51 :to 
7965-66 

1966-6 7 :to 
1981-82 

1950-51 :to 
1981-82 

No:teA: 

GJtoM VomeAtic. Capital 
Fotuna:tion. 

20.62 15. 36 1.34 

10.76 13.42 0.'802 

7.39 9.52 o. 77 

5.49 -5.40 -1 ~ 01 

7. 47 9.54 0. 78 

15.42 7.18 2.14 

14.30 72.77 1 • 11 

77.25 5.57 2.04 

73.32 9.02 1.47 

Ne.:t VomeAtic. F ixe.d 
Capila.t FoJtma:tion. 

9o45 20.72 0. 451 

8.55 1 0 0 57 0.812 

4.736 9.368 0.505 

5.58 -5.60 -0.996 

8.97 5o35 1. 6 77 

12.56 8. 54. 1.469 

9.36 13.52 0.692 

10.26 4.13 2.47 

10.90 8.68 1.25 

: S:tan.daJtd de.via:U_on. on :the. an.n.ua£ gJtOw:th Jta:teA 

Me.an. on :the. an.n.ua£ gJtow:th Jta:teA 

Coe.nnic.ie.n.:t on VaJtiation. on :the. an.YULal gJtow:th Jta:teA 



Pe!Uod 

1950-51 :to 
7965-66 

7966-67 :to 
1981-82. 

1950-51 :to 
1981-82 

F~:t Plan 

SeQO nd Plan 

Thhtd Plan 

Plan Holiday 

Fowuth Plan 

57 

Th.end.Method 

G~o~~ Vome6tiQ fi~xed Capital 
. Fo~<Ltion . . 

R I 

.9225 7.30 

.9337 8.90 

• 976 7 19.00 

6.39 

5.17 

2.32 

2.59 

3.7 

6.95 

No:te6: I, :the meMwz.e ofi ~M:tab~y, 

Net Vome6tiQ F ~xed Cap;;ta.£ 
Fo~ation 

R I 

• 9402 8.9 

.8983 9.36 

.8829 21.70 

6.13 

5.83 

2.'24 

3.20 

4.32 

6.78 



c ha.p.tVt 3 

DATA BASE 

The fioc.Lv.S on OWt f.J:tudy, IU incLi..c.ated eaJ1.L[eJt M :to f.J:tudy :the f.J:tJtuc.tWte on 

pubuc. inveJ.J:tmen:t. CoMequentiy we Me ptU.maJl.ily c.onc.Vtned with :the gJtow:th and 

c.ompof.Ji:tion on pubuc. J.Jec.:toJt c.apaa£ noJtmation and ili impac;t on :the c.ap.Ual nOIL

mation in :the ec.onomy. 

In oJtdVt :to unde.M:tand and in:tVtpJte:t :the data Jtei.ating :to c.apUa£ notrmation 

p!LM en:ted in :thif.J J.J:tudy, a M e-6.6 entia£ :to keep in mind :the bMic. M:ep-6 ado p:ted 

by the Cen:Utat statif.Jtic.a£ 0Jtgcmif.Jation in :the M:thnation on C.apaat notrmation, A.;U, 

f.JC.Ope, UmdaUOnf.J and poMibie f.JOWtC.e-6 On eJt!tOJt. 

The Cen:Uta£ S:tati6tic.a£ 0Jtganif.Jation ( hVtean:tVt, CSO) en:UtM:ted wah :the 

job on M:timation on National Inc.ome and Jtei.ated mac.Jto e.c.onomic. aggJtegatM cU.vidM 

:the ec.onomy, nolL :the pWtpMe on c.apaat noJtmation M:timation, into :thJtee J.Jec.:toM: 

-<-. :the pubuc. J.J ec.toJt 

-{_-{_. :the p!tivate c.oJtpoJtate f.J ec.toJt 

~. :the hoMehoid J.Jec.toJt 

o!Lganif.J ed 

UnoJtg anif.J ed 

The nill:t :two bel.ong :to what if.! ·c.ailed :the u!tg4.nif.Jed J.Jec.toJt on :the ec.ovwmy, whVteM 

:the :thi!td if.! :the uno:zganif.Jed f.Jegmen:t. Ef.Jtimate-6 pJtovid~d by :the cso nolL c.apaat 

notrma:tion in :the oJtganif.Jed J.Jegmen:t at c.Wt!Len:t p!tic.M a!l.e de.Jtived nJtom :the pubwhed 

goveJtnmen:t JtepoJtt-6, budget-6 and c.ompany ac.c.oun:tf.J. In c.Me ail.Jtel.evan:t doc.umen:tf.J 

CVte available, :the data f.Jhouid be nJtee n!Lom MtimaUonai VtJtOM 1 at ieM:t in 

p!tinupie. The uno!tga.Yl.Med J.Jec.toJt (whic.h inc.iudu natrm hoMehoidf.J engaged in ag!ti

c.uituJtai p!toduc.:tion in adcU.:tion :to ail uninc.oJtpo!tated en:te.Jtp~u engaged in 
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indu.J.Jbty, .tJtade, .tft.aVL.OpoJd, J dou n.o:t have .ou.c.h a data ba.oe and c.ol1.6equ.e.nte.y :the 

data on. c.apila£ 60fl.maUon Me gevuz.nated by c.ommodily 6.tow me:thod and expen.dilu.Jte 

me:thod~/ To .o:taJd wilh, 6oft uU.mciun.g c.apila£ 6oJtma;t{_Qn. in. the ec.on.omy :thft.ee 

6oJtm.o in. whic.h phy.oic.a£ a.o.ow c.an. be ac.c.u.mu..tated Me iden.:ti6ied. Thue Me c.on.

.obtu.c.tion., mac.hin.e.Jty and equ.ipmen.:t, and in.ven.:toftiu. Thi-6 i-6 done pa!t:t.t!f by :the 

c.ommodily 6-f.ow me:thod and pcur.Xl.y by :the expen.dilu.Jte me:thod. Having done :thi-6 :the 

.oec.on.d .o:tep i-6 to uU.ma:te c.apila£ 6oJtmatioL in :the pu.buc. .oec.:toJt and in :the pftiva:te 

c.ofi.pofta:te .o ec.:toJt in.dependen.:t.ty 6Jtom pu.bV.A hed .o ou.Jtc.e.6. Having uU.mated ;(he c.apila£ 

noJtmaUOI1 in pu.buc. cmd pftivate_ C.O!tpofta:te_ .Oec.:toJt, in.de_pe_n.den.:t.ty, :thue_ :two Me .Ou.b-

:tJtac.:ted &nom the ove.Jta.tt c.apila£ 6oJtmaUon. Mgu.neo uU.mated in :the 6iM:t .o:tep, :to 

a!tJtive at the c.apila£ 6oJtmaUon in. :the u.n.oJtgan.i.oed .oec.:toJt a.o a nuidu.a£. In. doing 

adveJden.:t.ty c.a!tJtied oveJt :to :the uU.matu o6 c.ap4a£ 6oJtmation. in. :the u.n.ongan.i.oed 

.o ec.:ton. '!:../ 

Sou.Jtc.e.6 and E.o:timaUon.: 

Ou.Jt .o ou.Jtc.e.-_', o 6 data i-6 :the an.n.u.a£ pu.buc.aUon. o 6 CSO en.:til.ted Na;t{_on.a£ 

Ac.c.ou.n.:t.o S:taU.6tic..o ( NAS J , and Pu.buc. Sec.:toJt TMVL.Oac.:tioVL.O 196 0-61 to 79 79-8 0 a.t.oo 

bnou.gh:t ou.:t by the CSO. The CSO 6ill:t bnou.gh:t ou.:t a pu.buc.a;t{_on. in. 196 7 c.aUed 

"Revi.oed Seftiu o6 NaUon.a£ Pnodu.c.:t 6oft 1960-61 :to 1964-6 7" .oJmu..t:tan.eou.J.J.ty wilh 

:the nevi.oion. o6 u:timatu o6 n.ation.a£ p!todu.c.:t, du.e a:t:ten.:tion. wa.o paid :to :the 

p!tepa!ta:tion. o-6 ne.tated mac.Jto aggJtegcdu, uke c.apila£ fioJtmation.. In 7969 CSO 

bnou.gh:t ou.:t bJtoc.hu.Jte--6 on c.apila£ 6oJtmaUon. .opelLiJ.ig ou.:t :the mdhodo.togy o-6 uti-
yeaft.6 

maUon. a.o well a.o u:timatu fioJt thej1960-,.61 :to 1965-,.66 •. Howeve.Jt, NAS, in ill 

1. Fon me:thodo.togic.a£ d~ See NaUon.a£ Ac.c.ou.n.:t.o S:ta:ti.otic..o 
Me:tho d.6 (19 8 0 ) 

Z. RepoJd o-6 :the Wonkin.g GJtou.p em Savin.g.o (198Z) p.4. 

Sou.Jtc.e.6 and 
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p!Le..6eJ1;t flo!Lm WM {)ill:t bJLough:t ou:t -<.n MaAch 1975, :the. coveJr.a.ge. hM be.e.n gJtad.uo.i.ly 

e.x.:te.nde.d and .6~ce. 19 7 6 NAS de.vo:te.i a .6 e.pe.!La:te. .6 e.c_:t;_o n :to pubtJ_c_ .6 e.c:to!L :tf!_aMac

tioM. 

In NAS Pubuc .6 e.c:to!L ~ d-<-vide.d -<.11:to two .6ub.6 e.c:toM, namel.y, adm-<.w:t!Lative. 

depcur:tme.l1:t.6, cm.d pu.bf.A_c_ e.l1:te.!LpWe..6. Adm-<.nM:tJr.cttive. de.paA:tme.l1:t.6 compw.e. gove.Jtn

me.ng age.nue..6 o0 ce.n:t.tz.a£ goveJtnmevtA:, .6:ta:te gove.Jtnme.l1:t and toea£ bod-<.e..6 who.6e 6un

c_:t;_on ~ :to oJLgawe. {)oiL :the. communay bu:t no:t no!LmaUy .6e.il :tho.6e. .6e.Jtv-<.ce..6 wh-<-ch 

aAe. o:theJtW~ e. available. ThM admivt~~ve de.paA:tme.l1:t.6 unde.JL:tak.e. acti\J;_;t;_e).) 

Uk.e g e.ne.Jta.f_ adm-i_n~:t~La:tion, edUCatiOn 1 heal:th 1 de_() e.vtc_e_ I law I .60Ual .6 e_c_U!Li:ty e.:tc_. 

Pubuc e.l1:teJtpWe..6 aAe. flwd.he.Jt d_.i_v-<.de.d in:to de.paJL.t..me.l1:ta£ and non-de.paA:t

me.11:tal unde.Jt:tamg.6 •. Ve.paA:tme.n:ta£ e11:te.JLptV <'> e..6 aAe. uninco!Lpo!La:te.d e.l1:te.JLpW e..6 

owned, con:t!Lolle.d and JLUn di!Le.c:tly by pubuc au:tho~e..6. The..6e. e.l1:te.JLpWe..6 -<..n 

no!Lmaily do no:t ho.td OIL manage_ (Jinanu.al a.6.6W. T~ fu~ction ~ due. :to 

di66e.Jte.n.ce..6 in oJLgawational .6e.:t up and ~ o6 impo!L:tance.; CUl in many c.Me..6, a 

~ no:t p0.6.6ible. :to .6e.g!Le.ga:te. :the ac_:t;_vitie..6 o6 de.paA:tme.l1:taUy !LUVL e.l1:teJtpWe..6 

{)!Lom :th0.6 e. o 6 o:the.Jt adm-<-w:t!Lativ e. de.paA:tme.l1:t.6 {)!Lom :the. accounting poil1:t o 6 v-<.e.w. 

The. c!Lile.!Lia {)oUowe.d by CSO {)oiL futivtg~~g .6uc.h de.paA:tme.n:ta£ ac_:t;_v;_;t;_e..6 

{)!Lom o:the.Jt admiw:t~La:tive. one..6 aAe.: 

-<... U.6 e. o 6 comme.JLUai accounting me.:thod 

u. Me and con:t!Lol o6 p!Loductive. good.6 

The. depaA:tme.n:ta£ en:teJtpW e..6 :thM cove.Jt ac_tiv;_;t;_e..6 !Le.lating :to po.6:t.6 and :te.le.g!Laph 1 

ove.Me.M communication, ~ay, multipU!Lp0.6e. !Live.Jt .6che.me..6 1 i!L!Ligation, e.le.c:t!Li

cay, {)o!Le..6:t!Ly and logging e.:tc. 

The. non.:.de.paA:tmel1:tal e.l1:teJtpWe..6 1 on :the. o:the.JL hand, Me. .6:ta:tu:to!Ly co!Lpo!La

tioM .6e.:t up unde.Jt a .6pe.Uai e.nac:tm:x.l1:t o6 :the. pa!LUame.l1:t oiL .6:ta:te. le.g~la:tu.!Le. and 

gove.Jtnme.l1:t companie..6 .6e.:t up unde.Jt Companie..6 Ac:t. The..6e. btdude. ONGC, VamodM 
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Valley Conpon~on, Food Conpo~on o6 India, Aihpont Autho~y o6 India; Road 

TMnopont Conpo.tta:Uon etc.. The.!.le en.tehp!U6e have a .6ep~e boMd o6 cLUtec..toM 

and pne.!.len.t pno6il and foM ac.c.oun.t-6 and balanc.e .6hew M in .the c.Me ofJ o.theh 

Non depM.tmen.tat· en.tehp!U6e.6 c.cm be fJUh.theh .6ubcLtv.<-ded .<-n.to {JinanUal and 

,non-6.<-nanc..<-al. The non-depM.tmen.tal fJ.<-nanc..<-af en.iehp!U6V-l .<-nc.fude ban~g depM.t-

TI1M bneak. up ofJ pu.blic. ~ec..ton .<-n.to depcur;tmen.tal, non depM.tmen.t and adm.<-

~.th~ve depM.tmen.t-6 .<--6 ex..themeXy Me{Jul, M .the a,c.Uvilie!.l o6 .the.!.le .thhee undeh

.tak..<-ng-6 d.<-66eh w.<-duy .<-n .thUh objec.Uve, c.o.6.t -6-thuc..tUhe, and .6oUhc.e o6 6inanc.e 

and, .thVLe{Jone, .thw .<-mpac..t on .tfLe ec.onomy al.6o cU{J{JeM. 

Con.6equen.t upon .the above cU.6tA.nc.Uon wilhln Public. Sec..tonj bMed on .the. 

Sy.6.tern o6 N~onal Ac.c.oun.t-6, we have .tlAJo dMaggnega.ted .6We.6 ()on dome.!.ltic. pnoduc..t 

and c.apila£ fJ onmatio n, v.{_z. , .the .type 0 6 a-6.6 W and .<-ndM.ihy 0 n U.6 e. 

The cU.6aggnligation ofJ c.apilal {Jonma.t.<-on by the. IndM.thy ofJ Me meano .that 

pubf.<-c. .6ec..ton .<--6 eLtv.<-ded .<-n.to bM.<-c.atfy 6oUh .<-ndM.thy gnoup.6. P~My, Sec.ondMy, 

Tnmupont, Commun.<-c.~on and .tnade., and F.<-nanc.e, Communily and peMonaf .6VLv.<-c.V-l. 

P~My .6ec..ton c.onJ.J.<-.6ting ofJ agn.{_c.uf.tMe, {Jone.!.l.thy, and m.<-n.<-ng; .6ec.ondany ofJ manu-
Ef_e_c..tn.{_c.ily 

6ac.;t.uJU.ng, c.ono.tnuc..t.<-on and l_ GM and wa.te.n. · TMnllpont, Commun.<-c.ation and T!tade 

c.omp!U6V-l ofJ ~poJvt, .6.tonage and c.ommun.<-c.ation and .thade, ne.!.l.tau.Mn.t, and ho.tw. 

TMMpont .6.tonage and c.ommun.<-c.~on .<--6 fJUh.theh .6ubcLtv.<-ded .<-n.to ~ay, c.ommun.<-c.a-
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.the c.a£c.ui..cttiqn. o6 Mxed c.apila£ {JoJtmilion. and .to il Me added .the c.han.geJ.J -Ln. 

.o.to du, o 6 .that -i..n.dw.dJty. 

A.o we -i..n.d-i..c.ated eaJLf_{_eJt .the .oou!Lc.e6 :')otL c.alc.ulilion. ofl c.apdal {JoJtmat-i..on. 
' ' 

-ln. public. .oec..to!L Me ba.o-Lc.alf.y budget doc.umen..t.o o{J Cen..t!Lal and State goveJtn.men..t.o, 

!tCU£way.o, po.o.t.o and .tefeg!Laph.o an.d de{Jen.c.e .6Vtv-lc.e6. In. adc:U.tion. .to .theJ.Je .OoU!Lc.eJ.J 

.the .text ofl {Jin.an.c.e minM.teA.o .opeec.h; deman.d.o {Jo!L gJz.an..t.o, c.ompany ac.c.oun..t.o, depa!L.t

men..taf !LepofL.t.o, p!Lo{Jil an.d laM ac.c.ow1/U an.d balan.c.e .chew o6 n.on. depa!L.tmen..tal 

un.de!L.taun.g.o Me al.6 o · u.o ed. 

on. data on. imp!Lovemen..t o{J lan.d, ifL!Liga.tion. wo!Lk, an.d {Jlood c.on..t!Lol p!Lojec..t.o, pUlL-

tiovt.6, detL-lved {J!Lom .the budget doc.umen..t.o, an.d annual !LepofL.t.o. Fo!L {Jo!LeJ.J.tfLy an.d 

logg-ln.g .the budget doc.umen..t detail.o Me .oupplemen..ted by .o.ta.ti.otic..o on. {Jo!LeJ.J.t own.eJt

.oh-lp p!Lov-Lded by state gove.An.men..t.o, an.d In.d-lan. FotLeJ.J.t S.ta.ti.otic..o. Ui.Vl.-ln.g and 

QuM!Ly bun.g a n.on.-depM.tmen..tal ac.tivdy, c.apilal {Jo!tmilion. {JigUJLeJ.J Me available 

{J!Lom .thw tLepofL.t.o. 

In. man.u{Jac..t~g, .the n.on.-depcur..tmen..tal eVI..teApWe c.apda£ {JoJtmation. i.e 

ob.tain.ed {JMm an. an.aly.oi-6 o{J .the ac.c.oun..t o6 .theJ.Je eJ.J.tabwhmen..t.o. The eJ.J.timateJ.J 

o6 efec..t!Liwy, ga.o an.d wateJt c.apda£ floJtmation. Me ba.oed on. data available -ln. 

.the budget doc.umen..t.o an.d an.n.ual !LepofL.t.o on .the efe~c.dy boa!Ld. In. .the c.a.oe 

o6 wa.te.A .oupply, .the eJ.J.tima.teJ.J o6 expen.d-l.t£L-Le on. n.ew c.apda£ -ln. .the public. .oec..totL 

Me adopted flo!L .the whole -Lndu.o.t!Ly. 

E.o.timateJ.J {Jo!L !tCU£way an.d c.ommultic.ation atLe obtained fl!Lom .the data c.o~ed 

-i..n .the budget doc.umen..t.o, the JtcU.lway mini.o.te!L.6 .opeec.h, budget o6 .the Railway Reven.ue 

and ExpenrU;tUJte o6 the Cen..tJz.al 'Gove.Anmen..t. Wo!Lk-6, MaC.h-ln.e.Ay and Rollin.g S:toc.k 
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Indian Ra.U.way-6. In c.~!> e. o 6 cU!L VLan-6 pou, .:the. e.-6Uma.:te.-6 o 6 c.apdal 6 oJUna;Uo n 

CVLe. c.ompile.d 6Jtom .:the. balanc.e. -6he.e..:t o6 A-Ut IncUa., and Indian AJ.Jr.Llne.-6 CoJtpOJr .. ation. 

FoJt c.apdcd.. e.mptoye.d in ae.JtodJtome.-6 ,c.ivil avia;t..{..on .:the. da.:ta Me. ob.:taine.d 6Jtom 

bu..dg e..:t-6 • 

tive. -6oue.tie.-6 aJte. c.ompile.d 6Jtom .:the. "S.:ta.:ti-6tic.at Tabte.-6 Jte.iatin.g .:to Bank-6 in . 

India", S.:ta.:ti-6tic.al S.:ta.:te.me.n.:t-6 Jte.iating .:to Coope.Jta.:tive. Move.me.n.:t in India. E-6Uma.:te.-6 

6oJt RBI CVLe. c.utte.d out 6Jtom .:the. Annual Re.pon.:t o6 .:the. RBI. 

ma..Uon in Jtoad-6, biUdge.-6, ve.hic.f..e.-6, and pubuc. building-6. Ali .:the.-6 e. aJte. bM e.d on 

budge..:t doc.ume..n.:t-6. E-6tima.:te.-6 ofl c.api.:taf.. fJoJUnation in o.:thvr.. -6e..Jtvic.e.-6 CVte. p!Z..e.pCVLe.d 

pJte.pCVLe.d on .:the. bM~.-6 o{l da.:ta c.on.:taine.d in Educ.a.:tion in IncUa. and Ec.onomic. and 

PuJtpo-6e. c.f..M-6i6ic.ation o6 Expe.ndi.:tuJte. o6 Ce.ntltaf.. Gove..Jtnme.n.:t. 

The. -6ame. -6ouJtc.e.-6, M ~.:ta.:te..d above., 6oJt 6ixe.d c..apdat 6oJUnation CVLe.. U-6 e..d 6oJt 

p!te.pa!Ling .:the. e.-6Uma.:te.-6 o6 c.hange. in -6.:toc.k-6 fioJt .aU e.c..onomic. ac..tivi.:tie.-6. In 

-6 e.c..:to!t-6 uke. "o.:the.Jt -6 vr..v .. Lc.e.-6" in .:the. ab-6 e.nc.e.. o 6 any Jte.tiabte. da.:ta, · c.hang e. in 

Given .:the.-6e. -6ouJtc.e.-6 indU-6.:tJty wi-6e., .:the. c.apdat 6oJUnation i-6 e.-6.:tima.:te.d M 

6oUow-6 6oJt e..ac..h indU-6.:tJty and .:the..n aggJte.qa.:te.d .:to a!Live. a.:t .:the. ove.Jtail pubuc. 

-6e.c...:toJt c..apdat 6oJUna.:tion: 

K: = C.+ M. + S . 
..{.. ..{.. ..{.. ..{.. 

\ 

whe.Jte. K . = Capdat 6 oJUnatio n in .:the. i.:th indU-6.:tJty o 6 U-6 e. 
..{.. 

C. Con-6.:tJtuc.tion Compone.n.:t o6 f"1r..c.pi.:tal 6oJUna.:tion 
..{.. 

M. Mac.hinvr..y and Equipme.n.:t c.ompone.n.:t o6 c.api.:tat 6oJUnation 
..{.. 



r' 

58 

11 
!1 A L LK. K (C. + M. + s.) 

i=1 ,{. ,{. ,{. ,{. ,{. = 

A 

wheJr.e., K Capital.. f, o Jrmalio n in pu.b.tic. .6 e.c.;toJt 

At.e. the. data c.oUe.c.;te.d and he.nc.e. e..6thnate..6 made. Me. at c.u.JtJte.nt p!tic.e.-6. In oJtdeJr. 

to MJt.{_ve. at c.oV!I.:>tant p!tic.e. eithnate.-6, the..6e. Me. de.-6,.tate.d .oe.pe.Jtate..ty -6,oJt ~ac.h 

..WdulltJty gJtou.p. To the. e.xte.nt data aJte. availab.te. e.ac.h c.ompone.nt o-6 c.apilat {JoJt

matio n i-6 de.Ofate.d .6 e.pa.Jtate..ty by the. Jte..te.vant inde.x nu.mbvz. o 6 p!tic.e.-6. In c.a-6 e..6 

wheJr.e. a i-6 not poMib.te. to U.6 e. inde.pe.nde.nt indic.e.-6 o-6, p¥c.e..6 -6,oJt e.ac.h c.ompone.nt 

o-6, c.apilat -6,o11.malion e..g. in manu.-6,ac.tu.Jting, the. tota.e. c.apila.e. -6,oJtmalion in th.M, 

/5e.c.toJt i-6 de.{Jtcue.d by a c.ompo.6de. inde.x c.o,nctJtu.c.te.d u..oing the. p!topo!tlio~ on 

c.apilat fioJtmalion in c.on.otJtu.c.:U_on and ma.c.fune.Jty and e.qu.ipme.nt at c.u.JtJte.nt p!tic.e.-6 

in the. be.nc.h ma.Jz.k ye.M. 

The. e..6limate..6 o-6, c.apila.e. -6,oJrm in c.on.otJtu.c.tiorL at c.u.JtJte.nt p!tic.e.-6 in aU 

J..n.du..otJty gJtou.p.6 aJte. de.-6,tate.d by the. inde.x o-6, c.0.6t o-6, pu.c.c.a c.on.o.tw.c.tion p!te.pa!te.d 

by u..oing p!tic.e.-6 on dinneJr.e.nt budding mat~ and wa.ge. Jtate.-6 ofi Jtu.Jtal.. and Wl.ban 

c.on.otJtu.ilion. WOJ!.keM. Vata on p!tic.e. indic.e.-6 o6 pu.bUc. .oe.c.toJt pW1.c.ha.6e..6 in. Jte..6pe.c.;t 

o-6, c.e.me.nt, .ote.e..t, e..te.c.;t_Jt.{_c.a.£ good.o M availab.te. -6,Jtom In.de.x n.u.mbeM o-6, Pu.Jtc.ha.6e. 

P!tic.e.-6 (VGS & V) a!te. u..oe.d. 

at. 

The. N .A. S at.oo p!tovide.-6 e..6thnate..6 on. Ne.t Capila.e. FoJrmalion. in Pu.bUc. Se.c.toJt. 
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Theoe. aJte CVl.JU._ve_d at by :taun.g ac.c.oun.:t o-6 :the. c.a~uumptioli o-6 {jixe.d c.apita£ in. 

e.ac.h in.dM:t.Jty an.d de.duc.:t&tg it fJJrom gf!.OM c.api:ta£ fio!tmation. fiigu.Jte.6. 

Ve.pJte.c.iation. in. N.A.S. ~ a :type. ofi a c.ono:t.Jtu.c.:te.d va!tiable. havin.g :the. 

whe~te., P ~ J.Jome. vatUa.ble., in. :t~ c.Me. gJtoM c.api:ta£ t)oJtmation., whic.h ~ /mown., 

bu.:t :theJte. ~ n.o:t muc.h e.mpi!tic.a£ obJ.Je~tvation. on. :the. bM~ of) whic.h :the. Jtatio ~ J· . 
he~te. :the. pMameteJt of) de.pJtuc.ation., c.ocd.d be. MJ.Jume.d :to be. c.ono:tan.:t oJt :tak.e. an.y 

pa!ttic.cd.M n.wne.Jtic.a£ value.. Evidently eMoM Me. un.c.on:t.JtoUable.. While. :the. 

magn.i:tude. of) gJtoM c.api:ta£ t)oJtmation. c.an. in. p!tin.c.iple. be. Mc.eJt:tain.e.d obje.c.tive.ly 

by c.oUe.c.:t&tg :the. Jte.le.van.:t in.t)oJtmation., an.y e.6:timate. of) c.rr.pi:ta£ c.onoumption. in.vofve.6 

v1e.c.e.6UU1.ily a pJtoc.e.6.6 ofl impu;tw.ono, M :the~te. ~ n.o way ofl detVl.nU..nin.g what ~ 

In. :the.oJttj, ,[n. :the. I n.diavt SyJ.J:te.m o 6 Nation.al Ac.c.ouru, :the. c.on.c.e.p:t of) de.pJte.

c.iation. whic.h ~ Me.d :to de!tive. e.6:timate.6 of) Net Capital FoJtmation. t)Jtom e.6:timate.6 

of) gJto-6-6 c.apilal t)oJtmation. :tak.e.6 ac.c.oun.:t of) :the. e.xpe.c.:te.d Ut)e. of) MJ.Jffi an.d anti

c.ipate_d obJ.Jole.6c..e.n.c.e. ofJ e.qu.ipme.n.:t. In. ac.:tual c.ompu.:tation., ;to what e.x;te.n.:t :the.6e. 

e.le.me.ru Me. c.on.c.eJtn.e.d ~ n.o:t c.le.M. LoofUng at :the. e.w;tin.g methoci6 at) e.6;timation. 

in. In.dia, il ~ t)oun.d :that in. Jte.6pe.c.:t of) agJtic.u.Uu.Jtal mac.hin.e~ty an.d e.qu.ipme.n.:t. 11% 

of) :the. value. ofJ J.J:toc.k. ot) J.Juc.h M.6W, c.alc.cd.ate.d on. PeJtpetual In.ve.n.:toJty Method 

bM~ ~ e.6;tima:te.d M c.apilal c.onoumptiovt. FoJt t)aJtm hoMU il ~ 2%. Thue. p!to-

ivtve.n.:toJttj of) c.apilal M.6e:t.6 an.d ;thw age. J.J:t!tu.c.:tu.Jte. ~ Jtu:t.Jtic.:te.d ;to ag!tic.u.Uu.Jtal 

an.d Jte.6ide.n.:tial c.oM:t.Jtuc.tio VlJ .-ln. c.M e. o t) c.ono;tJtu.c.:tio n. in. agftic.u.l;tu.Jte. avtd allied 

ac.tiviliu :the. AU In.d--la Ve.b:t an.d In.i.Ju;tme.n.:t Su.Jtve.y u;timatu f)oJt c.api:ta£ c.oMu.m

ption. fioJt :the. ye.M 7977-72 have. be.e.n. adju..6:te.d :to 1970-71 avtd moved ahead by 
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adding 10% ofi Ne;t Cap);ta£ Fo.trma;Uon cu c.apaa.l c.onoumption. Fon 6onv.dJuj 1% 

o6 the majon 6onv.:..t pnoduc.e -L6 Mf.lV.:.f.led cu c.ap-Lta.l c.onoumption, and 6on c.on'"" 

f.l.tJr.u.c.:tio n );(: -La .tak.en .to be 5. 04% o 6 .the g!r.Mf.l value added in c.o no.tJr.u.c.:tio n. 

Fon depa.Jr.:tmen.:ta.l and non depa.Jr.:tmen.:tal unde!L:tak.ingf.l .the pnov-Loiono 6on 

c.apilal c.o noumptio n Me bcu ed on :thof.l e made in .the en.:tenpw v.:. ac.c.oun.U. Howeven 

in depa.Jr.:tmen.:ta£ en.:tenpw v.:, LUze Rctifway, depnec.ia:tion -La cu.oumed :to be equCLt .to 

. 
Mf.l W Jr.eplac.ed. In f.l ec.:toM uk.e .tJr.ade, hot -_.e_ and Jr.eo:tau.Jr.an.:t f.linc.e :the o!Liginal 

f.lou.Jr.c.e, National Sample Su.Jr.vey, dov.:. not pnovide in6oJr.mation on depnec.iation, 

:the natio o 6 gJr.oM vcif..J.Le added :to N e;t Value added 6on .the Jr.eg~.tened :t.Mde ~ 

M ed. In o:then f.l ec.:toM uk.e pubLi..c. admi~:t!Latio n and defi enc.e data on. c.apaal 

c.onoumption Me not v.:,timated at alL due .to p!Lac.:tic.al di6fiic.u.ttiv.:. .though in public. 

nrfm in i .0 f JcrttiUYI n mi rf r.fl ('VIC c~ e!.d i mrcfril o h c.ap-daJ. c.o n.oumptio n ane pn·o vided WVIA.c.h, aJr.<?_ 

"bcued on hMd.ty any in6oJr.mcttion"}j dO<?..J.J not go beyond what hcu been mentioned above 

negMding .the c.ompu.:tatio n o t1 c.apilal : c.o no umptio 11 and );(: i-6 not c..-teM how 6M :thv.:. e 

v.:.timateil Me a.t aU nelated to .the age f.l.tfLuc.:tune and o.then · v.:..o en;Ua£ etemeV!U 6on 

c.CLtc.u.taU.o n o 6 d epnec.iatio n. 

The method o6 v.:.timating ~ .the f.lame M fuc.M!.>ed above :the fuaggnegation 

by .type o 6 cu.o w. 

All :the v.:.timatv.:. o6 c.apaa.t 6oJr.mation cVVU.ved at 6Jr.om :the above fuc.M.oed 

.oou.Jr.c.V.:. and me;thoM Me at c.UJr.Jr.en.:t p!r.ic.eo. Apant Mom .theoe c.wur..en.:t p!r.ic.e v.:.timatv.:., 

in onden :to k.new the magnilude o6 c.apaa.t 6oJr.ma;Uon in neal teJr.m!.>, c.ono.tan.:t p!r.ic.e 

v.:.tima-tv.:, Me Jr.equi!r.ed. CUJr.Jr.en.rty, :the c.ol16:tan.t p!Lic.v.:. ate at bcue 1970-71. 

Col16:tan.:t P!r.ic.e Eotimatv.:.: 

The v.:.timatv.:. o6 g!r.Mf.l c.apda.t 6oJr.mation at 1970-71 p!Lic.v.:. in the public. 

f.lec.:ton Me c.ompiled f.lepe!Late.ty 6on (i) c.ono.tJr.u.c.tion (u) mac.hineny and equipmen-t 

3. c.s~·o ( 1980 J . 
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(ili) ne-t pU!l..c..h<Ue o6 .6ec..ond hand phy.6,[c..a1. aMU-6 and (,[v) c..hange .{_n .6:todu, fiotr.. 

eac..h ,[ndw.dtr..y. The me:thod c..oJ1.6,[,6:t.6 o6 dentation o6 c..Ufl..Jtent ptr...{_c..e u:Uma:tu ·by 

The u:Uma:tu o 6 c..apdal. fiotu,latio n a:t c..Ufl..Jten:t ptr...{_c..u .{_n ·aU ,[nduo:ttr..y gtr..oup.6 

atr..e defita:ted by :the ,[ndex o 6 c..o.6:t o 6 puc..c..a c..ol1.6:ttr..uc..tion ptr..epatr..ed by uo,[ng ptr...{_c..u 

o 6 d,[fi 6 etr..e11:t build,[ng ma:twat-6 and wag e. tr..a:tu o 6 fUJ..Jta.1_ and Ufl..ban c..o 11.6:tJtuc..tio n 

wotr..k.etr..6. Va:ta on ptr...{_c..e ,[nd,[c.u o{J public. .6e.c..:totr.. pU!l..c..h<Uu .{_n tr..upe.c..:t ofi c..e.me.n:t, 
1

..( .6:te.ei, eie.c.:t!'J.c..at good-6 etc.. M avctj_tabte. fitr..om Tnde.x Numbetr..6 ofi PU!l..c..hMe. Ptr...{_c..e 

(ptr..ov,[de.d by V.{_Jte.c..:totr.. Ge.neJLCti o6 Suppliu and V,[,6po.6at) atr..e. uoed. FoJt de.6tating 

c..apdat {Jotr..matio n ,[n Mac..h.{_netr..y and Equ,[pme.n:t :two' .6 w o 6 ,[nd,[c..e.-6 atr..e. ptr..e.patr..e.d. 

F.{_)L():t .{_}., an ovetr..ait, p)L.{_c..e. ,[nde.x o{J pU!l..c..hMe.-6 o6 mac..h.{_netr..y de.m-6 by PubUc.. Se.c..:totr.. 

and :the. .6e.c..ond :the. .6e.c..ond pe..tr..:ta,(_J1.6 :to pU!l..c..hMe. ptr...{_c..e. o6 :tJta11.6potr..:t e.qu,[pmen:t. Bo:th 

.{_nd,[c..e.-6 atr..e. b<Ue.d on Inde.x Numbetr..6 o6 PU!l..c..h<Ue Ptr...{_c..e. The. value o6 pU!l..c..hMe.-6 .{_n 

ba-6 e. yeatr.., 19 7-71 atr..e uo ed M wugh.:t-6. The c..Ufl..Jte.n:t ptr...{_c..e e..6tima:te..6 o {j ne-t pU!l..c..ha.6 e..6 

0 tl Z nd hand phyf...{_c_ai_ a.6.6 W .{_n ali :the .{_ndU6:t'LY gtr..OUp-6 atr..e de.t)f.a:ted by :the ave.tr..age 
l .•. · 

,[mplic..d c..o.6:t o 6 ,[nve6:tme.n:t ,[nde.x ptr..epa!Le.d fiJtom pubUc.. .6 ec..:totr.. tJ.{_gU!l..e.-6. 

The. c..Ufl..Jten:t ptr...{_c..e e..6:Uma:te..6 ofi c..hange..6~·.{_n .6:toc..k..6 bt Jte..6pec..:t on m.{_n,[ng, 

manufiac..:tuJl..e, c..o11.6:ttW.c..tion, Jtoad and wa:teJr.. :tJta11.6potr..:t, BanfU.ng and 111.6WLanc..e., atr..e 

defita:ted uo,[ng Index Numbetr.. o6 PU!l..c..hMe Ptr...{_c..e on VGS & V, wheJte.M, Ec..onom,[c.. 

Adv.{_f.,otr..'-6 ,[ndeX. ofi whote..6a.l.e ptr...{_c..u .{_}., lL6ed ,[n c..Me. on a.{_tr.. :tJta11.6potr..:t, :tJtade 

ho:tu and tte6:taU!l..aVL:t, Public. AdrrU.w:ttr..ox.Lon and de6enc..e. 1 and o:thetr.. .6e.tr..v.{_c..e..6 ,[,6 

uoed M :the de.6ia:totr... 
I 

Soutr..c..e.-6 o6 Evto.'t, Ptr..obte.m-6 and L,[mdaUo11.6: 

kt> we. btd.Lc..a:te.d above, :the e..6;t.{_mation ofi c..apdctf fioJtmation .{_n public. .6ec..:totr.. 

..u bcloed on :the. e.c.onom,[c.. uaM,[tJ.{_c..ation o6 budgw, annual ac..c..oun:t.6 and balanc..e 
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.6hew. Thuo m ptinuple theJLe do not .6eem :to be any gfl.ound6 i\oJL e.JLMJL exc..ept 

on c..oUMe, e.JLMM on ac..c..ount Oi\ YnLo:tak.e.-6 m _'leMUJr.ement, omi.6.6ion-etC?... 'cSuC.h 

ob.6eJLved vatiable.-6, uke pubuc.. .6ec..tofl. c..apital i\oJr.ma:t.ion. whic..h afl.e the fl.e.6uU on 

a cL.Utec..t meM UJr.ement .6 ati.6 6 y the Jr.ela:t.io n : 

X = X + e 

X i.6 th(!_. time value o 6 X; 

e i.6 a non-Jr.andom ef1.fl.Ofl. 

Howeve.JL, it need6 to be look.ed into a.6 :to what i.6 the i\ofl.m on data in the.6e 

pubuc..a:t.ion-6 that i.6 avcu.tabf...e to the CSO and on whic..h the e.6timate.6 Me bMed and 

how i\M the.6e da:ta meet the Jr.equifl.ement-6 0·6 N.A.S. The neaJr.e.6:t the actual goveJLn-

ment ac..c..ount-6 c..ome :to p!Lovidin.g a ·meMUJr.e o6 goveJLnment c..apitaf... i\oJr.ma:t.ion i.6 by 

meaM o6 a .6y.6tem o6 doubf...e ac..c..ount-6. The .6y.6tem o6 doubf...e ac..c..ount-6 i.6 the divi.6ion 

o6 ali Jr.ec..upt-6 and payment-6 be;WJeen the two ac..c..ount-6, one c..Ufl.fl.ent and :the othe.JL 

c..apital, both o6 whic..h Me. Jr.eqwted to bafanc..e. The. pfl.Vtuple in whic..h c..apital item.6 

Me to be di.6tingui.6hed i\Jr.om c..Ufl.fl.ent i.6 hMd to di.6c..eJLn e.ven in an ideaf.6y.6:tem o6 

double ac..c..ount-6. In the Indian Na:t.ional Ac..c..ount-6 Sy.6tem the aUo·c..a:f:.ion o6 ~em-6 

between the two ac..c..ount-6 6oUow.6 no .6mgle c..feaJL c..ut ptinuple. Con.6ide.JL 6oJL example 

the developmental .6c..heme.6 and p!Logfl.am.6 initiated by the. Centfl.al goveJLnment uk.e ITWP, 

NREP, VPAP, VVP and othe.JL lMge .6c..heme.6 numbeJU..ng about 350 m 1981-82 alone and 

ac..c..oun:ting 6oJL mofl.e than 750 c..Jr.ofl.e-6. The .6:ta:t.i.6tic...6 Jr.egMclmg the.6e .6how a. lump.6um 

amount unde.JL :the .6c..he.me. I:t i.6 no:t k.nown in .6uc..h c..Me-6 whethe.JL the expenditUJr.i on 

the .6c..heme i.6 :to be c..fa.6.6i6ied wholly unde.JL c..Ufl.fl.ent expenditUJr.e, ofl. wholly a.6 a 
I 

.c_a.pital expenditU!Le ofl. tfl.eated pMiltf a.6 c..Ufl.fl.ent and pMtfy a.6 c..apitaf.... Even the. 

pUJr.c..hMe-6 o6 good6 and .6eJLvic..e.6, c..Ufl.fl.ent tfl.an.66e.JL a.nd .6Ub.6idie.6 i.6 not available. 

Simila.Jr.fy, the gfl.a.nt-6 in aid whic..h c..a.n be. c..a.tegowed undeJL two bJr.oad gfl.oup.6 o6 

namely,· inteJL gove.JLnment gJr.ant-6 a.nd gJr.ant-6 i\Jr.om pubuc.. authoJU..tie.-6 to othe.JL .6 ec..toM 
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o{j the ec.onomy. In mOJ.J.:t c.ct6e.!.l il --G6 not ci_eeut whe.:theA the g!taYl.:tJ.> CUte o{j a 

c.UNz_en.t ott· c.apda.£ na..:tu.tte and the la..:t.:ten CUte .:thu.o c.!M~.>.{.{j.{.ed u.ndeJt ~he {joJ.r.meJt. 

A.6 a Jte.!.lu.U the_ {j.{.gu.JLe.!.l_ofJ c.UNz_en.t ac.c.ou.n.:t CUte uk.uy to be OVVl.eJ.l;t.{_mated. 

~ Thu.o .{.n the ab~.> enc.e on .6 u.c.h bneak.u.p.o, the CSO !tell om to c.Vr...:tMn eutbil!teuty p!to

po!ttion.6 .{.n deud.{.ng the bneak.u.p .{.n.:to c.apila.£ and c_UNz_e_n.:t. 

A.o would have bec.ome e_vJ.den.:t while we_ fuc.u.o~.>ed .:the_ methodology o{j uti-

mating c.apilcU'. c.on.ou.mpuon, the ba.o--G6 on wh..{.c.h CSO e.J.l;t.{_ma..:tu de_pneuation --G6 veJty 

weak. and open to c.Jtil.{_c..{_,om, AUhou.gh the c.onc.ep.:t u.ndeA!y.{.ng CSO' .6 u;t.{_matu --G6 

ba.oed on the SNA c.onc.ep.:t o{j c.ap.{_;ta.£ c.on.6u.mption, the_ appnoac.h {jo!fowe_d --G6 not 

the .oame and .{_,6 0 Men gc.Uded by the avM!abildy 0 n data. Thu.o .{_n indu.o.:tny 

gnou.p.6 or) Mining and Qu.a.My, ma.nu.{jac..:tu.JUng uec..:tJtiU.:ty gM and wateA, .:t!tavt.6pon.:t, 

.6.:totwge, and banking and J.n.6u.JWnc.e, the annu.a.£ data on C.On.6U.mpUon ·o[j {jixed 

c.api.:ta.£ nec.eived by CSO CUte en.:teniu {jon de_pnec.ia.Uon a.llowanc.e, wh..{.c.h the pnodu.

c.eM make in .:thw ac.c.ou.n.:t.6. Thue ac.c.ou.n.:t.6 ne{jlec..:t the ac.c.ou.nting c.onc.ep.:t o{j 

depnec.iauon v.{_a. amo!tt.{_za..:tion o{j c.ap.{_;ta.£ e_xpend.{_;tu.ne na..:theA than the nep!ac.emen.:t 

c.o~~-t o(J a~~-6e;t.A wF'-'cc.h c.U'.one --G6 nuevavd {jon ec.onom.{.c. analy~.>-.{_,6. 

In c.ct6e o{j ct6.6W u.oed .{.n pnodu.c..{.ng goveJtnmen.:t .6Vr..vic.u v-<.z. govVr..nmen.t 

bu.ilding.6 and o{j {jic.u, eqc.Upmen.:t o{j a dwwb!e_ na..:tu.ne no a.llowanc.e {jon c.apdcd_ 

c.on6u.mption --G6 made a.Uhou.gh the .6y.6.tem o 6 National Ac.c.ou.n.:t.6 (United Nation-6) la.y.6 

down ptwc.edu.nu {jon imputing il. Fan c.on.6.:t!tu.c.tion ct6.6W uk.e b!tidge.!.l, Jtoad.6, 

dam.6 , etc.. no depnec.iatio n --G6 c.a.£c.u.!a..:ted. Su.c.h pno blem6 ~ e b ec.au.o e the bu.dg e.:t 

and a..o .6u.c.h il --G6 not p0.6.6ible {jon the CSO to pnuen.:t them. 

AgMn, the avM!able data in the b~dget doc.u.men.:t6 do not p(ij(_m.{_;t u;t.{_ma.:tion 

' 
o{j c.hange in J.J.:toc.k.-6 o{j even the e.!.l.6e~ c.ommod-ttie-6. Con.6.{.den the pnoc.u.nemen.:t o{j 

f1dorl. Food pnoc.u.nemen.:t done by the State M an impon.:tan.:t .{_;tern .{.n the State 
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budgct unRA.ke. -Ln the. Ce.n:t!Le. whVte. the. FCI undvdakv., the. ;t:.c,uk.. In c.Me. on Sta:te. 

govVtnme.vd the. data on th.J./., -Ue.m appe.CUt M: 

( R-6. Cho!te!.l ) ~AR 1979-80 

I Ue.m 
----------------------------1 

Phoc.une.me.nt and Supply 

1 • C Mt o t) Punc.hM e.-6 

2. Re.c.ove;Uv., 

3. NET (1 - 2) 

MaheutM YWr.a 

276.92 

799.77 

17.21 

Ufteut PMde!.l h 

105.82 

729.52 

-18.70 
---------------------------------

TIU./., ~ the. nohma:t on almoi.Jt aU l.lta:te. budgrn. The. l.lc.ope. on he.c.ove;Uv., ~ not 

-{_nd-Lc.cde.d. Vov., the. fa;UVt mean tha:t the. value. on the. .oalv., on aU the. .otoc.k 

wM punc.hM e.d dU!Ung the. ye.eut, not~g bung· fe.M -Ln. .otoc.k oh ~ -U the. value. 

0 n UtXe!.l -Lnc.-f.ud-tng a pa.Jvt 0 n the. phe.v-LoU-6 I.Jtoc.k? In the. tJOhmVt ~ the. C.M e., then 

the. govVtnme.nt hM e.cume.d a phon-U on th.J./., tMMac.;Uon and c.hange._ -Ln l.ltoc.k ~ nil 

phon-U Oh -toM de.pe.nd-tng 011 the. w-UhdJta.Wa-f. on .otoc.k-6. The. po;_n;t we. CUte. thy~g to 

rrial<.e. ~ tha:t the. -Lnnohmmovz. wh-tc.h would -tend il!.Je.f-6 to v.,timmon o-6 c.hangv., ~ 

I.Jtoc.f<., pho-6-U oh foM ~ not avcU£abfe. , ·; fihom budgct doc.ume.n.t-6 and thu.o the. CSO 

hM :to pVtnohc.e. u.oe. !.lome. eutbWta!ty mcthod fio!r.. v.,;t;_mmon. 

Fhom the. above. e.xampfe.-6 we. c.an c.onc.fude. that ;_;t ~ not I.Ju-6-6-Lc.-Le.nt to !.Jay 
. 

tha:t "-6-Lnc.e. aU thv.. e. da:ta he.fa:te. to the. ac.t.ual_ he.c.upt-6 and payme.n.t-6 M he.pohte.d 

by c.onc.Vtne.d autho~ they onnVt M -6~ a bM~ M c.an be. e.xpe.c.te.d" M the. Raj 

Comm.Lt--te.e. doe}/ The. da,t_a made. available. to the. CSO, M we. .oheute.d above., ~ not 

aiWcJ..y-6 I.Junfi-Lc.-te.nt and -Ln many C.Me!.l nOhC.e.-6 CSO to maize. Ml.lumpUOH-6 and U.Oe. eutb~euty 

me.thod-6 whoi.Je. vc!..Ud-Uy ~ undoubtedly quv.,uonabfe.. That thVte. euti phobfe.m-6 -Ln the. 

pubuc. l.le.c.toh da:ta afi.Jo ~ e.v-Lde.nt fihom the. -&ac.t tha:t -Lni.Jpile. o-6 u.o~g the. .oame. da:ta 

J.>ounc.v., and me.thod-6 -Ln mOI.Jt c.Me!.l, yet thVte. ~ a !.Jruf<_;_ng d-tn-6Vte.nc.e. -Ln the. v.,;t;_ma;tv., 

4. Re.poht o 6 the. Wohf<.;_ng G-'l.oup on Sav-Lng-6' ( 19 81 ) 



65 

woul.d cULgue. CUte. -thea "-the. non ptiobabil.-Louc. 'u:t<mcltiona.t -te.c.hniquu Me.d btj -the.m, 

•••• , o{jfJeJt a VeJtlj .tCVLge. .6c.ope. {Jo!t individu~'tf.. vcULiation". ThM one. c.an .6alj .tha:t 

-the. data on pubuc. M.c..to Jt c.api.tal.. 6 o Jtma.tio n Me. a.t-6 o .6 ub j e.c..t .to eJt!tOJt and don '.t 

have. M fiA..Jtm a bM.-Lo M .-L6 made. out .to be.. But M c.ompCVLe.d .to .the. unoJtgaw e.d 

Ano.th eJi -veJtlj hnpo!t.tavd poin;t wiUc.h ne.e.d.-.6 .to be. no.te.d in .the. c.on;t~x.t o{J data 

baM_ p!to vide.d btj .the. NAS and .-L6 o Me.n m.-l.o-6 e.d .-L6 .that din 6 eJte.n;t va!tiab.tu utimate.d 

-tn .the. NAS have. c{j_fl(JeJte.n.t p!te.Wion. Ye..t a1.l ofl .the.m Me. Me.d wah e.qua.t c.on{Jide.nc.e. 

and p!te.c..-Loe. c.onc..tMion-6 Me. dMWn. In .the. .tab.te. betow, difJ{JeJte.n;t va!tiab.tu have. 

be.e.n _(1_.{;.,-te.d and .the. Jte.fative. p!te.c.--Loion .that c.avt poMib.ftj be. ~bute.d .to .thw 

m e.M UJt u bJto ad.f lj .-L6 --tvt c()__c_a;t e.d ; 

11..6 .6uc.h it be.c.omu d--t-Q{J--tc.uU .to clJtaw c.onc.Jte..te. c.onc..tM--ton-6 on !.lome. o-6 .the. 

c.Jtuc.--ta.t --tnd--tc.atoM. A-6 Jt.{_g htflj po--i_n;te.d out btj Go.thM k.M, "A S.tati-6tic.a1.. .61j.6.te.m 

hcu .to IJ--i_e.fd !.l.ta.t.-Lotic.-6 wiUc.h ·Me. (a) o-6 Jr.e.qu.{_Jte.d .te.vet o{J p!te.c..-Lo--ton, c.omme.MUfl.a.te. 

with .the. pU!tpo!.le. {Jo!t wh--tc.h .thue. .6.tati-6Uc..6 wou.fd be. Me.d (b) ame.vtab.te. .to a be.ha

v--toU!t.-L6.t .ttjpe. ofi --tn;tr.JtpJte..ta.tion .to p!tov--tde. an --tM--tgh.t in;to .the. p!toc.U-6 be.--tvtg 

me.MWte.d. On both .thue. c.oun.t-6, oU!t p!tUe.vt:t ~lj!.l.te.m dou no.t c.ome. up .to .the. mMk. ••• ,jj 

Spe.c.--tfl--i_c. PJtob.fe.m-6 Reta.ting .to Capital. Fo!tma;t.,i_on --tvt Pubuc. Se.c..toJt: 

pJtob.fe.m-6 .6pe.ufl--i_c. .to pubuc. !.le.c..toJt c.apita.t {JoJr.ma.tion (Se.e. Appendix). Fofl. e.xamp.te., 

.the. pubR.--tc. !.le.c..toJt c.apital.. -Qo!tma:t-i_on btj .ttjpe. o{J M!.le...t-6 c.ove.M GJtoM domutic. -6--i_xed 

CI(p.<;tcd {JoJtma.ticm, bo.th o.td and ne.w, mac.IUneJtlj and e.qu--ipme.n;t, c.ovt-6.tftuc..t--ton, !.l.toc.k.-6, 

4. Go.thMk.M, S. P. ( 1980) p. 96 
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Impoktan~ NcUA.onal In~ome Vakiable4 and Relative P~e~~on 

o{J ~hw MeMU!Le4 · 

I~em 

Vome4~~ P~odu~~ O~gan.U,.ed P~My Sedo~ 

Uno~ga~ed P~~y ,3edo~ 

O~ga~ed Se~ondMy Sedo~ 

Uno~ga~ed Se~ondw.J Se~~o~ 

O~ga~ed ~eJL-.tiMy .6edo~ 

Uno~ga~ed 

HoM eJwtd P~nc£pal Commo~e4 
CoV!.6(Lmp~on 

O~h~ Commo~e4 and S~v..i:~e4 

Capdal Fo~atiovt O~gan~ed Sedo~ 

P~opo~on 
a~~oun.J.:ed 
~ To:tal 

10 

35 

15 

g 

12 

20 

60 

40 

70 

Av~ge 

Un6ctt..Lo 6ado~y 

Sctt..L66ado~y 

Un6ctt..L6 6ado~y 

Sctt..L66ado~y 

Un.6a:ti.-66acto~y 

Av~ge 

Un6ctt..L6 6a~~o~y 

Sctt..LofJado~y 

Uno~gavt~ ed Se~~o~ 30 Un.6ctt..Lo 6ado~y : 
I 
i Covt.6umption o6 

Hxed Capilal 100 Un6ctt..Lo 6ado~y I 
I 

Sav~ng-6 F~nan~~ Sav~nq 70 Sctt..L66ado~y 

Phy.6~~al Sav~g o6 HH'-6 Sedo~ 30 Un6ctt..L6 6ac:to~y l 
I 

Ex~~nal T~n6a~~- 100 Sctt..L66ado~y 
~On6 

Sou~~e: Go~ho~k.M, S. P. "TowMd-6 a Mo~e PU!Lpo.6e6ut Natiortal A~~ou~ng 
In6o~~on Sy.6~em" JoUJLnal o6 In~ome and We~h, No.2. VoL 4 
July 1980 p.99 

No~e Vam Me ~on6~d~ed .6ctt..W 6acto~y wh~e 6o~al pubwhed a~~oul'lt.6 
Me av~abte and wh~e ~~0-6.6 ~he~k.-6 Me po.6.6~bte. Av~ge p~e
c~~OI1 ~ CLtt.!r.ib~ed :to ~ho.6e dam wh~e bench mAAR. e4Um~u 
Me moved wah l.>ome ~el~ed ·r~ble. Vam Me COn6~d~ed un
.6ctt..L66ado~y when ~hey Me uMed on pCVL.tUx.1_ and o~d~ed ~n6o~
mation o~ wh~e d~a · coUeilion ~ . no~ bM ed on .6uenti6~c 
p~ocedu~e4. 

I 
I 
I 
I 
i 
I 
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GJtoM dome~.:Jtic. c.apUal {)oJtmation c.on~.:Jumption o6 {I i.xed c.apUal and net c.apUal 
I 

n oJtma:tA.on by :the_ :thJte.e. :typeJ.J on en.t.V7.pW eJ.J in AdmJ_~.t.Jtative, Ve.pM:tmevt:tal and 

Non de.pM:tme.vt.ta£.The. Pub-tic. Se.c..t.oJt .t.JtavtJ.:,ac.tion ( CSO 1983} goeJ.J {lM:theJt :to give 

:the ~.:,wne bJteakdam o6 c.apilal {loJtmation by :type o6 au..tho!Lily ( evt.teJtpWe} 6oft eac.h 

indM.t.Jty gJtoup. Wilh ~.:Juc.h a • · c.L.06agqJtegation one c.an now o.f1!U_ve a.t eJ.Jtima.te_~.:, o6 

6 ix ed c.apilaf. t 0 Jtmatio n , mac.hin eJty and eq upmevt:t, C.O vtJ.:, .t.Jtuc.tio n Q 0 fL eac.h -LndM.t.Jty. 

Bu..t :the da.ta on aU ;the_~.:,e agqJteqa.teJ.J J_J.:, a.t c.u.JtJtevt:t pftic_e_~.:,. In oJtdeJt :to aJt!LJ_ve a.t 

.the t)igMe_~.:, in !teal .teJtm~.:J o11e. ne.e.di.:J :to de.t)ta.te :the. c.u.JtJte.Vl.t p!Lic.e e_~.:,tima.te. by Jtel.evavt.t. 

pfLic.e. de{l.ta.toM. In :the. ab~.:,e.nc.e at) any Jtde.vavt.t. de.6fa.toM oft in6oJtmation abou..t :thw 

c.ompu..ta.tion, we. have. .to Me. Mme. me.aning6u.f implic.il detJfa.toM. In .tw c.o~tex.t, we 

have. ;(],vo o pti .. o vtJ.:, 

-t. U~.:,e :the oveJtaU ec.onomy GDFCF de.t)fa.toJt by c.omponevtU - m ac.hineJty and equ.-tp-

. u. U~.:,e :the. Public. Sec.:to!t GVCF de.tJfa.tofL by indM.t.Jty o6 u~.:Je. t)o!t de.6ta.ting GFCF. 

The de.t)ta.te.d GFCF fJigMe :thM ob.tained J_J.:, divide.d bWJJe.ev.t c.ovtJ.:,.t.Jtuc.tion and mac.hineJty 

and e.qu.ipme.vt.t. by M-Lng :the. ~.:,arne· p!topo!Ltion :they boJte. :to GFCF a.t c.u.JtJte.n.t p!Lic.eJ.J. ThM 

we. ob:tcU_n mac.hineJty and e.qu.ipme.vt.t. and c.oM.t.Jtuc.tion c.omponevt:t o6 c.apaal 6oJtmation by 

indM.t.Jty o 6 Me. a.t c.on~.:J:tan:t pfLic_e_~.:,. Then aggJte.qa.;t;,Cng 6oft aU indM.tfLie_~.:, mac.hineJty 

and e_quipme.vt.t., and c.ovtJ.:,.t.Jtu.c.tion we ctJiJUve a.t :to:tal c.apilal 6oJtmation by :type. o6 M~.:Je;t 

{loft :the. pu.buc. ~.:,e.c..t.oJt 'a.t c.ovtJ.:,:tavt:t pfLic.eJ.J. 

We. have. Med :the. ~.:,e.c.ond me..t.hod be.c.aMe. -<-6 we. Me .the implic.U GVFCF oveJtaU 

e.c.onomy de.6ta.toM :the. e_~.:,tima;te_~.:, will ge..t. dM:tofL.ted due :to c.ompMitional p!Lobfe.mJ.:,. 

F,iJG6:t the. c.ompMdLon ofJ ctggJtega:te c.apUal 6oJtmalion in :te!Lm~.:J o6 d)_fi6eJtevt:t indu~.:,.t.Jty 

gJtoupi.:J. f_i_k_e agfL-tc.uUu.Jte, m-Ln-Lng and manu6ac.:tu.Jte e..tc.. will be dJ_fifieJte.n.t in :the whole 
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e.c..onomy CU> c..omy.xur.e.d to ;the_ Public. -6 e.c.tott. Se.c..ond£y ;the_ c..ompo-6Uion 0 n the_ 

c..omponm:t-6 on c..ap;;ta1_ &ottmation -<-.e.. ma.c..hlne.tty and e_qu-<-pme.nt, and c..oYl-6:tttuc.t.<_on 

atte_ d-<-f,&e.tte.nt f,ott d-<-f,&e.tte.nt -<-nduJ.Jt!ty gtwup-6 and o.L6o be_:twe_e_n the_ ptt.<_vate_ J.Je.c.tott 

and :the_ public. -6 e.c.tott. A-6 J.Juc..h the. t,-<-Mt mdhod .{_J.Jn ';t ac..c..U!tate_ ( Se_e_ Appe_nd-<-x) 

On the_ othe.tt hand ;the_ -6 e.c..ond mdhod U-6 u the_ ttel.e.vant ptt.<_c..e_ de.&.tatq!t-6 

o{J c..apda.t f,ottmation. The_ on.ty aMumption made_ _,{_).) that J.Jtoc..fu, have_ the_ J.Jame_ 

c..ompoJ.J.{_;t.{_on M c..ap;;ta1_ {Jottmation and h.e.nc..e_ J.Jame_ de.t,.tatott _,{_).) applie.d. T~ _,{_).) not 

an untte.a£.{_).)tic.. M-6umption g.<_ve_n the. t,ac.t that the_ CSO data on .otoc..fu, _,{_).) ve.Jr..y we_ak. 

The_ mdhod c..an be_ .oumm~ e_d · M 
We hcwe_ 

GDCF at c..uMe.nt ptt.<_c..u by -<-nduJ.Jt!ty o{J uJ.Je., GDCF 1 (NAS) 

GDCF at c..oYl-6tant ptt.<_c..u by .<_nduJ.Jttty of, uJ.Je., GDCF 
2 

(NAS) 

~ 

pt1_{_c..u, GDFCF O ,1 (f,ttom CSO 1981) A.tJ.Jo we_ have_: 
1. .u 

Mac..hlne.tty and Equ-<-pme.nt c..omr>one.nt, ME 
1 

at c..uMe.nt ptt.<_c..u 

Con.o:tttuc.t.<_on Compone.nt C 
1 

at c..uMe.nt ptt.<_c..u 

G'CCF 2 GDFCF GDFCFc..on 
X , ] 0U 1 OQ 

GDCF 1 

whe.tte_ GDFCFc..ovt _,{_).) GttoM domutic.. fij_xe_d c..ap;;ta1_ fiottmat.<_on by -<-nduJ.Jttty 1oa 
o 6 U-6 e_ at c..o Yl-6tan;t ptt.<_c..u 

The_n to de6f.ate_ mac..hlne.tty and e_qu.<_pme.r!X:: 

GDFCF 

whe.tte_ ME
2 

mac..hln.e.tty and e_qu-<-pme.n;t at c..oYl-6tant ptt.<_c..u by -<-nduJ.Jt!ty of! uJ.Je.. 
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.S~milcuU'.y {Jolt c.o~tJwc..tiovt c.omponeitt Then aggnegcd.-{_ng, we ~ve at 

:to:ta£ pubuc. .6ec.:toJt c.apila£ {JoJtmation by type ofJ aMW. ThU.6 ·'-ivi :th-Ui · mithod 

both ~nteJt-~ndMtJty and ~Vtt!ta-~ndtUJtJty c.omp0.6~ona£ d~nfJeJtenc.e-6 Me :taR.en c.aJte 

ot). 

The petU_od on OUJt .6:tudy -i-6 1960-61 to 198'1-82. Ide..aLty we would have 

uR.ed to beg-i.n. OUJt ana£y.6~ -i.n 1950-51, the yeaJt -i.n wh;_c_h pfann-i.ng {JoJt development 

Wa-6 ~n~ed. Even 7956-57 would have been betteJt bec.aU.6e c.o-i.nc.-i.d~g wilh the 

.6ec.ond fJ-i.ve yeaJt plan and the IndMVUaJ'. Pouc.y Jte.6ofution ofJ 7956, il wa.b -i.n 

:t~ _ yeaJt that pfann-i.ng .6tJtategy empha-6-i.zed the need and tud out :the fJJtamewoJtR. 

and Jtofe o{J pubuc. .6edoJt -i.n the oveJtaff ec.onom-i.c_ development. HoweveJt, .6-i.nc.e 

the N.A.S . .6:taJtted pJtov-i.d~ng -i.ndu~.:,tJty w~e c_apila£ fJoJtmation onfy {Jon the pe!t-i.od 

1960-61 onwaJtd6 oUJt c.ho~c_e Wa-6 Jte.6tJt-i.c.:ted to that yeaJt. A.6 {Jon the c.ho-i.c.e o{J the 

:teJtm-i.ncd yeaJt we have u.6ed the fate.6:t yeaJt e.6:t-i.mati6 av~bfe -i.n N.A.S. 
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APPENDIX 

"A NOTE ON THE USE OF IMPLICIT DEFLATORS" 

In :the c.Me ofl c.apJ;ta£ fJoJtmaUon. and domeouc. p!toduc.:t, .oepe!tate p!U-c.e 
I 

de{lfatoM {Jolt public. .o·ec.:toM a!te not p!tovided by :the. C.S.O so one hM :to u.oe .oome 

.[mpliU:t de6fatoM in o!tde!t :to aJtJt.[ve at c.oM:tan.:t pJUc.e eo:t.[mateo. Mo.o:t o{J:ten 

:the whole ec.onomy de6fatoM aJte u.oed, bMed on :the p!terrU..6e :that .oinc.e public. .oec.:toJt 

ofJfJ :the ma.Jth. Howeve!t :tw .[,6 not c.o!t!tec.:t. 
·by :type ofJ M-OW 

Let M :tak.e :the c.Me on c.apilC!.t fJoJtmation ;in public. .oec.:toJt {Jolt whlc.h no 

p!t_{_c.e debf_atoM aJte pJr..ovided. The Me ofJ ove!tall (w/!z.O.t.e ec.on.omy' .o) c.ap.[:tat {Jo!t

mation implic..[:t clefJlatoJt {Jolt a!Ul;{_vin.g at c.oM:tan.:t p!Uc.e eo:t.[mateo o 6 c.apJ;ta£ 

-<-. PJt.[c.e :t!tend-6 -<-Yl. public. .oec.:to!t a!te :the .oa.me M :the c.o!t!teoponding 

pJt.[c.e :t!tend-6 (..,oft aR..l public. and p!Uvate undeJt:tak..[ng.o :tak.en. :togetheJt • 

.{_.{_. The .ohaJte ofJ eac.h indu.o:tJty (lil?e AgJt.[c.uUUJte, MiMI'lg, Man.u{Jac.:tUJt.[ng 

etc..) in :the public. .oec.:toJt .[,6 :the .oame M :that {loft :the whole ec.onomy 

.{_.{_.{_. The c.ompo.o.[tion ofJ c.apdal. fJoJtmation acJto.o.o indu.o:t!Ueo, and wilhln. 

mdM:tfUU .[,6 :the .Oame b Oft public. -6 ec.:to!t and :the whole ec.onomy. 

S:tJt.[c.ily .opeak..[ng none o6 ·:the above made a.o.oumpuoM Me c.oMec.:t. Whe!teM 

:the whole ec.onomy '.o eo;t.[mateo a!te bM ed on Ec.tmomic. Adv.[.o eM pJt.[c.e index, {loft :the 

public. .oec.:toJt DGTD pJt.[c.e .oeJt.[eo .[,6 u.oe.d. Regaftd.[n.g :the .oec.ond M.oumption, il .[,6 
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on£y .f_og,i.c.a£ tha;t the -5hMe o{)_ d..t{){)eJLent ..tnduotJUe-5 , · ·. ' ..tn the aggftega;te c.apila£ 

fJoftmcd..ton will not be the _-5ame {)otr.. the ec.onomy and the pubuc. -5ec.toft, The -5hMe 

ofJ bM..tc. and ..tnfJJtMtJtuc.tutr..a£ ..tnduotJt..te-5, fJoft example, w..tll be h..tgheJL -Cn pubuc. 

-5ec.toft M c.ompafted to p!t..tvate -5ec.toft. AgJr.J '1ftWte whlc.h had a wught on 9% ..tn 

1981-82 ..tn pubuc. -5ec.toft, ac.c.ounted {)oft 22% on the c.apilaf noJtmat..ton ..tn the total 

ptr....tvcde -5ec.toft. S..tmilatr..fy the -5hMe ofl manunac.twUng ..tn. Pubuc. -5ec.toft c.apila£ 

noJtmilion WM 20% ..tn 1981-82, whlfe fJoft p!t..tva;te -5ec.toft il WM 38%. On the otheJL 

havtd, tJtavt-5poJtt -5totr..age and c.ommuvt..tc.iliovt ac.c.dunted noft 14% on pubuc. -5e&oft 

c.apilccl:. fJoftmilion wheJLeM noft the -p!t..tva;te -5ec.toft ill -5hMe WM · 7%. ThM the 

imp.uW M-5umption on -5ame -5hMe on indMbUe-5 noft pubuc. -5ec.toft and whole ec.onomy 

..{_/.) not fte~tic.. 

The c.ompo-5..ttionaf dinfletr..enc.e-5 vtot ;taQevt into ac.~ount by Ming ove!taff GVCF 

de{JfcdoM {Joft pubuc. M.c.totr.. afte ofJ two type-5: 

The -5ec.to!ta£ c.ompMition ofJ c.apila£ 6oftmilion by induotJty on Me va.Jt..te-5 

ctc.JtoM induoWe-5. ObvioM!y the mac.h..tnetr..y and equipment Med that goe-5 into 

agtr....tc.u.e.twr.a£ c.apilaf fJoftmat..ton ..(_/.) quile dinnetr..ent nftom tha;t wha;t·goe-5 in manu-

1)ac.twting oft othetr.. .-5ec.toM. By de{Jlat..tng wilh an ove!taff ..tmpuc.il detlfcdoJv~ we 

atr..e M-5uming m~ay th..(_/.) 6ac.t, and defJlating noft uninoJtm, homogenoM c.apilaf 

6otr..mat..tovL ac.JtoM. 

The -5ec.ond c.ompo-5..ttionaf pftoblem. c.ome-5 up due to dinnetr..ential c.ompo~ition 

wilhln ;the -5ame indMtJty, ac.JtM-5 pubuc. -5 ec.toft and whole ec.onomy. 

CoMidetr.. t)oft example ag!t..tc.uR..tu.Jte. The c.apilaf nofimat..ton ..tn ag!t..tc.u.e.tu.Jte 

by pubuc. -5 ec.toft ..(_/.) o 6 the ncdu.Jte ofJ ..tnt)JtMtJtuc.tu.Jte iJttr....tgation whetr..eM fJoft the 

ptr....tva;te -5ec.toft it ..(_/.) mofte. ofJ agJv[c.u.Uu.Jta£ mac.hlne.Jtlj and equipment tha;t goe-5 into 

ag Jt..tc.u.Uu.Jtaf c.apilaf 6 o Jtmat..to n • . . 
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The dJ_6fJ M.evzc.e be;twee.vz the ac.:tuai. c.ovt-6:tavz:t p!Vlc.e e-o.thna:te-o avz.d the. 

Ye.evt 

7960-67 

7 96 7-6 2 

7 962-63 

7963-64 

7 964-65 

I 1965-66 
. 7966-67 

1967-68 

7968-69 

7969-70 

CUJUtevz.:t 
GVCF 

7737 

1169 

1464 

76 71 

7920 

2184 

2714 

2 311 

2146 

2234 

Ac.:tual 
c.ovz:tac.:t 

GVCF* 

7826 

7797 

2181 

2427 

2665 

2846 

2 574 

2635 

2397 

2373 

* A~ p~ov_,{_de_d by CSO 

Eo.thna:te.d 
c.ovt-6:tavz:t** E~;t;_ma;t_,(_ovz. 

GVCF e.nno~ 

2030.2 -204.2 

1947.7 -750.7 

2832.9 -657.9 

2614.7 793.7 

2970.9 -245.9 

3114.5 -268.5 

2620.9 - 46.9 

2682.7 - 47.7 

2440.3 - 43.3 

2400 - 27 

** u~;_vz_g whole e.c.ovz.omy _,{_mpt;_c_;_t GVCF 



ChapteJt 4 

STRUCTURE OF INVESTMENT - A THEORETICAL FORMULATION 

The. p!toc..v.,.o o-Q c..apilal. noJtma;Uon v.,.oe.ntiaLty .-i..nvotvv., the. cJte.a;Uon, mob.-i..

wa;Uon and the. t.Lt.<.Wa;Uon o-Q the. e.c..onom.-i..c.. .owr.ptu.-6 o-Q an e.c..cmomy. It .-i..-6 the. 

ta.ot pcur;t that we. Me. .ope.un.-i..c..C!Lty c..onc..eJtne.d wilh L e.. C!Ltoc..a;Uon o-Q .-i..nvv.,;tme.nt. 

Apa!tt n!tom the. pJtobte.m.o Jte.ta;UnB to the. oveJtaLt .o.-i..ze. on .-i..nvv.,tme.nt, the. p!toc..v.,.o 

on .-i..nvv.,tme.nt .-i..nvofvv., the. futJt.-i..bu,tJ..on on th.-i..-6 amount a.o be.twe.e.n .oe.c..toM and 

.oub.o e.c..toM. U ne.e.d-6 to be. .otJtv.,.o e.d heJte. that oUJt c..onc..eJtn .-i..-6 not to d.-i..-6 c..M-6 the. 

c..ftileJt.{.a on th.-i..-6 C!Ltoc..a;Uon, be.c..aMe. th.-i..-6 we. take. a.o a g.-i..ve.n futft.{.bution. StaJtt.-i..ng 

nftom th.-i..-6 futft.{.bu,t.-i..on on .-i..nvv.,tme.nt we. .ohaLt atie.mpt to anaty.oc. the. .otJtuc..tuJte. on 

~1vv.,tme.nt Jtv.,utting nftom the. g.-i..ve.n d.-i..-6tft.{.bution. 

In th.-i..-6 c..hapteJt ouJt c..onc..eJtn .-i..-6 to v.,tabwh the.oJte.Uc..aUy that apaftt -QJtom 

the. Jta.J.e. on .-i..nvv.,tme.nt, an e.qualiy .-i..mpofttant c..ompone.nt .{.n de.teJtm.{.nJ..ng the. Jtate. on 

gftowth on output .-i..-6 the. .otJtuc..tuJte. o-Q .-i..nvv.,::tr ?.nt wh.-i..c..h ha.o not be.e.n app!te.c...-i..ate.d 

.ounn.-i..ue.ntty .-i..l1 the. tileJtatUJte. de.vote.d to .-i..~vv.,tme.nt. TheJte. have. be.e.n mode..t-6 

like. Fei.dman - Mahatanob.-i..-6, and Raj - Se.n mode.t wh.-i..c..h have. de.aU wilh the. .otftuc..tUJte. 
I 

on .-i..nvv.,;tme.n;t but the..-i..Jt fuaggJte.ga;Uon o{J the. e.c..onomy .-i..n;to .oe.c..toM ha.o be.e.n moti

vated by 6.-i..nd.-i..ng J.Juc..h a.J.-toc..a;Uve. pMame.teJLJ.J ac..Jto-6-6 .oe.c..toM that woul.d .te.ad to 

.ope.c...-i..n.-i..e.d ·.-i..ncte.Mv., .-i..n .-i..nc..ome. and empfogme.nt. The. .otftuc..tUJte. on .-i..nvv.,tme.nt .-i..n 

.ouc..h mode..t-6 .-i..-6 theJte.n oJte. de.teJtm.-i..ne.d by the. .a e.c..tofta1. c..ta.o.o.-i..n.-i..c..a;Uon whlc..h .-i..-6 

ba.o.-i..c..aLty .-i..n teJtmJ.J on .-i..nvv.,tme.nt good-6 .oe.c..toM and c..oMumeJt good-6, .oe.c..toJt. Suc..h 

c..ta.o.o.-i..n.-i..c..a;Uon a.o i~Ae.d by Mahatanob.-i..-6 type. on modw .-i..-6 '' •••• att!tac..tive. but il 

.-i..-6 .-i..mpo-6-6.-i..bte. to g.-i..ve. il any but the. Jtoug hv.,;t e.mp.-i..f1..{.c..a1. me.an.-i..ng .o.-i..mp.ty be.c..au.-6 e. 

the. e.c..onomy .-i..-6 not oJtgan.-i..-6e.d .-i..l1 th.-i..-6 manne.Jt" .J_l 
1. Raj~ K.N. "GJtowth Mode..t-6 and Ind.-i..an Ptann.-i..ng" J..n Wadhva (7977) P.36 
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· In oWL :the.OJr..eL<-c.at noJt..muiaLum bel.ow we. do not po.6:tuia:te. any .6u.c.h cJ..aMi

nic.a:tion, :though one. c.an, in p~c.iple., U.6e. :the. di!.>aggne.ga:tion done. bel.ow in 

ac.c.ondanc.e. with :the. .6pe.c.inic. pWLpo.6e. a:t hand, - incJ..u.ding :the. Mahatanobi-6 :type. 

o6 cJ..aMi6ic.a:tion. The. c.ni:te.nia on OWL cJ..aMinic.a:tion on .6e.c.:toM if.> hnpuc.i:tiy 

bMe.d on :the. ac.:tuat ongani-6alion on :the. e.c.onomy (e..g. Ag~c.u.UWLe., Manu.nac.:t~ng 

on bnoad .6e.c.:toM like. Pnhnany, Se.c.ondany e.:tc..) and e.xpuc.i:tiy on :the. a.6.6u.mption 

o6 vany.ing c.apita.l-or..dpr..d nalio.6 ac..!Lo-6.6 :the-.6e. .6e.c.:toM and :the. quaLuative. d.ifl6e.!Le.n

c.e-.6 in :the. inve-.6:tme.n:t in :the-.6e. .6e.c.:toM. One. c.an, on-c.ou.Me., c.onc.e)_ve_ on d.inne.~Le.n:t 

pa:t:te..nV/..6 on fuaggne.gation bu.:t :the. one. p0.6:tuia:te.d bel.ow if.> u..6 e.d be.c.au..6 e. it if.> 

ne.ad~y amenable. :to e.mp~c.a.l ve_n.{_nic.ation and aiJ.>o pnovide.J.> u..6 :the. :the.one.tic.at 

bac.kdnop within whic.h :to .6:tu.dy :the. hnpac.:t on a .6hin:t in :the. inve-.6:tme.n:t alloc.ation 

on :the. gnow:th pe.nnoJt..manc.e. on :the. e.c.onomy. 

In .any cJ..o.6e.d e.c.onomy, :the. c.ompone.n:t.6 on national inc.ome. c.an be. Ua.6.6inie.d 

.into: 

(i) :tho.6e. e1.e.me.n:t.6 whlc.h .6enve a.6 :the mean.6 :to inc..ne.Me. :the national inc.ome 

i.e. "ptz_odu.c.tive. ac.c.u.mu.iation", analogu..6 :to c.apital noJt..mation a:t an e.mp~c.a.l 

level.. Pnodu.c.tive ac.c.u.mu.iation c..ompwe.-6 on "pnodu.c.tive inve-.6:tme.n:t", '->ynonymou..6 

w..Lth nixed c.apital noJt..mation and inc.ne.Me in inven:to~e..-6. 

(u) :tho.6e. e.ie.me.n:t.6 whlc.h ane. :the. ahn ofi pnodu.c.tion on good!.> and J.>e..nvic.e-.6 

i.e. ind.-lvidu.a.l and c.oiiec.tive c.ovt.6u.mption in a bnoad .6en.6e. 

Bo:th pnodu.c.tive. ac.c.u.mu.ialion and c.onf. unption inc.iu.de. gove.nnmen:t e.xpe.ndi:tWLe-.6. 

We. .6hall be. c.onc.e.nned excJ..u..6ive1.y with pnodu.c.tive ac.c.u.mu.lation. 

Ve.no:ting :the national inc.ome by Y, pnodu.c.tive ac.c.u.mu.lalion by I, and 

c.oVI..6u.mption by C, we. have: 

Y = C + I ( 1 ) 
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In, Y fte.pfte.-6 e.l'1.t-6 the. -iJ1C.fte.me.nt in na..:tion ... ~ inc. a me.. One. c.an v..tabw h the. 

fteiatiovtl.lhip be.:twe.e.n the. invv..tme.nt in national inc.ome. on the. one. hand, w{;th 

pftoduc.tive. invv..tme.nt and fe.ve£ on na..:tional inc.ome. on the. othe..tt. Ve.noting 

the. inc..tte.me.ntal c.apilal-output Jtatio by, b, the. pftoduc.tive. e.66e.c.t on invv..tme.nt 

.!_ • I 
b 

••••••• ( 2 l 

Taking ac.c.ount o6 obl.lofv..c.e.nc.e. and the. We.a.tt and te.a.tt whic.h all.lo a66e.c.tl.l the. · 

inc.ne.me.n:t : we. have. the. eie.me.nt on de.pfte.c.ia..:tion: 

whe..tte. a i-6 the. pa.ttame.te.Jt o6 de.pfte.c.ia..:tion. U.oualfy the. de.pfte.c.ia..:tion pa.ttame.te.Jt 

i-6 applied to the. c.apilal .otoc.k. but 6oft the. .oak.e. o6 c.onve.nie.nc.e. we. a.tte. u.oing 

output in.ote.ad o6 c.apital .otoc.k.. Tl'til.l .ohoufd not mak.e. any di66e..tte.nc.e. .oinc.e. 

within output d i-6 c.apdal that de.pfte.c.ia;tv.,'!:...l The.n, the. inc..tte.me.nt in national 

inc.ome. i-6 ftelate.d to invv..tme.nt and the. fe.ve£ o6 na..:tional inc.ome. M 6oUow.o: 

Oft t:,.y 

y 

ft 

1 

b 

1 

I 

I 
n·v 

1 -
b 

- aY • • • • • • • ( 3) 

- a 

I (4) - a .. " .... 
y 

In tw c.onve.nticncd. Hafuz.od Voma.tt type. on e.qua..:tion, the. !tate. on invv..tme.nt, the. 

de.pfte.c.ia..:tion !tate. and the. c.apital-output ftaUO On the. e.c.onomy gove.Jtn the. ftate. 

o6 gftowth o6 output. 

2. Unfv.,.o, on c.oU!t.6e., K/Y c.hangv.. .oub.otantialfy whic.h i-6 unf_A_k.e.fy in a .6hoftt 
pe.Jtiod ~ 
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We. J.>haij'_ n.ow ;tJuj to -i.nc.oftpo!W.te. the. ~.>tftuc.tWLe. o-6 -tnvv..tme.n.t CL6 a valUable. 

-i.nto thM Ke.ynv..ian -6Jtame.woftk. and a:tte.mpt to de.aR. with the. pftobR.e.m~.> o-6 c.hangv.. 

-tn ·:the. .6tftuc.tWLe. o-6 -tnvv..tme.nt and ill . .<.mpac.t on output. 

To .6taftt with, R.e.t U.6 CL6.6ume. that the. e.c.onomtj b., cL<_vide.d in.to a numbe.ft on 
.6e.c.toM wah cLi_fi{Je.Jte.f'l.t c.apilaf.-output Jtat.{_o.6, but Wilhout anlj ge.l>taUon tag o{J 

-i.nvv..tme.n.t, .6uc.h that: 

Y .(t) output o6 .6e.c.toft j -i.n t.<.me. pe.Uod t 
j 

whe.fte.: 

j = 

y .(t) 
j 

= 

(1,2, ••••••• n)-

t 
j = 1 

y .(t) 
j 

• • • • • • • • ( 5 ) 

K.(t) c.apilat .6toc.k. ofi the. jth .6e.c.toft in t.<.me. pe.Uod t 
j 

K. (t + 1 ) = c.apliaR. .6toc.k. o6 the. jth .6e.c.toft in t.<.me. pe.Jr.iod (t + 1 ) 
j . 

I (t) = K.(t +7) - K.(t) •••••••• (6) 
j j 

(3j = 

\· = j 

1 /b. ; 
j 

pftopoilion o{l toto.£ invv..tme.n.t ai)'_ote.d to the. jth .6e.c.toft, 

.6 uc.h that: 

\. = I ./I Oft I . = A .I 
j j j j 

Re.c.aR.R.ing e.quation 3, we. ma!J wft.{_te. an e.quation .6.{.rn.{_f_aJt toil, {Joft .6e.c.toft j, 

3( 
(j = 1,2, •••• n) a.6 fioR.R.ow-6:-

3. In o.tuie.Jt to {Joc.U.6 .6haJtpR.y on the. in.te.Me.c.tofto.i.. .6tftuc.tUJte.. o£ invv..tme.n.t, and 
k.e.e.p the. fio.tunuf...ation .6.{.mpf.e. we. aJte. ab.6:Ur.ac.t.{ng {Jftom input-output fte.iaUon.6hip 
be.twe.e.n .6 e.c.toM. 
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6.Y
1

(t) = f31I1 (t) -

L.Y
2

(t) (32I2(t) -

~Y11 (t) = (3 I (t) -
11 11 

Sin.c.e.: 
A1I (t) I 

1 
(t) 

I
2 

(t) \ 2I (tl 

I (t) 
11 

\ I(t) 
11 

We. have.: 

6 y1 (t) = (31)_1 I (t) 

6Y2 ttl (3 2\2I (t) 

/::,.Y (t) = (3 \ I(t) 
11 11 11 

Fhom e.quatio11 5, we. have.: 

11 
6Y(t) = z= 

j = 1 

a1Y1 

a2Y2 

a y 
11 11 

- a1Y1 

- a2Y2 

- a y 
11 11 

y. (t) 
j 

(7) 

I 
I 
r 
I ( 8) r 
r 
l 
I 

Summi11g up e.quatio11 (8 )a:nil J.>ub~.>tituti.:11g it in. e.quatio11 ( 9) we. get: 

11 11 11 
6-Y(t) = L 6Y .(t) = ( L (3 .)._.)I(t) -

j=1 j j=1 j j 
L. a.Y. 
j=1 j j 
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O!LDY{t) 
Y(t) 

n 

78 

n 

L 6.v .(t) 
6 = 1 J 

n 

L 
j = 1 

y .(t) 
J 

L ~Y.{t) 
. J 

J = 1 --"-------. -n 
L: 

j = 1 

y .(t) 
J 

I (t) 
Y(t) 

I (t) 

Y{t) 

n 

z·. 

n 

j=l 

j = 1 

- na 

- na 

The. above. equation 9 maki-6 il c_fe.CUL that the. !Late. o6 gJLowth o6 ou;tpu;t, JL, -L6 

de.te.fl_m{_ne.d not only by the. !Late. o6 -<-nve.f)tme.nt, I(t)/ Y(t), bu;t a1.4o by the. 

16 (3j = (3 6oJL aU j the.n 

j = 1 

e.quat-<-on(9)woutd JLe.duc.e. to equation (4) aga-<-n. 

Thu.6 6M, we. have. not de.6-<-ne.d what we. p!Le.we.fy me.an by the. te.JLm J.Jt!Luc.tUJLe. 

o6 -i_nve.f)tme.nt. A quan:tdat-<-ve. de.6-<-Y~Ailon o{J the. f.Jt!Luc.tU!Le. o6 -i_nve.f)tme.nt would 

be. obv-<-ou.6 6JLom the. above. e.qu.a,ti_oM: il --U the. wugMe.d aUoc.at-<-on o6 -<-nvutme.nt, 

the. wught-6 bung the. J.Je.do!Laf c_apliaf-outpu;t !Latio~. Thci aUoc.ilion JLat-<-o-6, M 

we. me.nt-<-one.d above., Me. pouc.y pa!Lame.te.M. · 

M e.me.JLge.f) 6JLom e.qua;t_{_on { 9), a c.hange. -<-n the. J.Jt!Luc.tUJLe. o6 -<-nve.f)tme.nt c_an 

e.manate. 6JLom e.Uhe.JL a c.hange. -<-n the. f.J e.c.to!Laf c_apliaf-ou;tpu;t JLatiof.J oJL 6JLom a c.hange. 

-<-n the. aUoc.at-<-on pCVc.ame.te.M o6 agg!Le.gate. -i_nve.f)tme.nt. How~vvr.., the. two_ aJr..~ not 

-i_nde.pe.nde.nt o6 e.ac_h othe.JL be.c.au.6e. a c.hang~ -i_n th~ atloc_a;t_{_on pa!Lam~Vt c.an lead to 

·a c_hang~ ;_11 the. f.J~dofrM c_apilaf ou;tput hatiof.J wh-i_c_h -L6 de.pe.nde.nt on the. qup.LU,ative. 

Mpe.c.t-6 o6 -<-nv~tme.nt and the. te.c.hn-<-que.-6 u.6e.d. Fo!L e.xampl~, -<-6 wilh-<-n a f.J~c.t_o!L the. 

p!Lopofltion o6 -i_nvMtm~nt -<-n c.onf.JtJLuc_t_{_on v-L6-a.-v-L6 that o6 mac.h-<-nvr..y and ~qu-<-pme.nt 

dLa.ng~, the. c_a.pila.f output JLat_[a 6a!L the. f.Je.do!L will WO c_hang~. 

In t;_ght a6 the. above. e.quat-<-an (9) e.qua;t;_an (4) c.a.n b~ JLe.6aJLmulat~d M: 
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I 1 
~ - a 

y b 

I .fi - a 
y 

(31\1 -r(3 \ 2 2 ....•...• (3 ~ n n 

n 

OJt L (3 ·\· j j ••••••••••••• ( 7 0 ) 
j = 1 

I 6 I /Y -L6 M.Oume.d :to be. con.6:tan:t, c.hange..o .<.n Jt aJte. e.n.:t..Vtety gove.Jtne.d by :the. 

change..o in f3 which i-6 .Oe.l'l!.li.ti..ve. :to change..o .<.n both, '.\j' .6 and b /.6. 

Ou.Jt pu.Jtpo.oe. i-6 :to evaluate. :the. Jte..opon.6e. o6 Y :to change..o in \ 1 .o ( = I ./I) 
j j 

and b . 1 .6 and de.:teJUnin e. 6 oJt a unit chang e. in I , oJt b . 1 .o what aJte. :the. chang e..o in b 
j j j 

and con.6 e.que.n:ti.y on ~Jt, o:the.Jt vaJtiab.te..o he..td con.6:ta.n:t. Ou.Jt e.mpiJtica.t ana.ty.oi-6 

:that 6oUoW6 -L6 Jtetate.d :to de.:teJLmine. :the. change..o in \ . ( Chap:te.Jt 5 and 6) and b . 
j ·j 

( Chap:te.Jt 7 ) • 

Kate.cki, who.oe. conce.Jtn WM :to de.at with pJtob.te.m.o o6 change..o .<.n :the. 

.o:tJtuc.:tu.Jte o6 inve..o:tme.lrt... which Jte..ou.t:t 6Jtom a lLe.fu:tJtibu:tion o& national income., 

a..6 again.6:t ou.Jt.6 which i-6 :to M.Oe.-6.6 :the. .qJtowth .<.n na:tiona.t income. Jte.-Ou.t:ting 6Jtom 

a Jte.fu.t.Jt_{_bu:tion o 6 inve..o:tme.n:t ac.JtoM .6 e.c.:toM, a.Jtgue..o :that capJ..,ta,t -output Jta:tiM 

aJte. inde.pe.nde.n:t o6 :the. .oe.c.:toJta.t alioc.a:tion o6 inve..o:tme.n:t. BMe.d on :thi-6 pJte.mi.oe., 

in hi-6 ana.ty.oi-6, he. di.oJte.gaJtd-6 :the. change..o in ca.plia.t-ou:tpu:t Jta:tio Jte..ou.t:ting &!tom 

.ohi&:t-6 in :the. allocation on inve..o:tme.n:t aJtguing :that, "e.ve.n .oize.ab.te. change..o in 

:the. .o:tJtuc.:tUJte. on inve..o:tme.n:t a.& &e.c.:t :the. ca.pi:taf-:-ou:tpu:t Jta:tio on.ty .oughtiy" _!!./. 

4. Kate.cki, M. (7972) p.104. 
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Bdow we. .6hal.f., wU:h :the. hdp o6 ClJI.NJLme;t{.c. e.xample..-6 .6how :that a modVta:te. 

c.hcmge. in :the. aU.oc.a..:tion. o6 in.ve..6.:tme.n..:t, ke.e.pin.g :the. .6e.c..:totta.£ c.api.:tal-ou:tptLt tr.JJ.tio 

c.oM.:tan..:t lead :to .6ub.6.:tan.tial c.han.ge..-6 in :the. aggfl..e.gate. c.api.:tal ou;tpu;t ~c..Ovt.io. 

\1 I 1 /I 0. 14 ; b1 10 

\2 = I/I 0. 13 ; b2 15 

),.3 I/I 0.25 ; b3 8 

\4 I/I 0.48 ; b4 = 2 

Wi.:th .:the-6 e. pMame..:teJrA we. ob.:tain. b ; 3.5. Now, c.hanging :the. n.umviJ.c.al varue.-6 on 

'A . 1.6 by ftough£y :the. .6ame. magn.i.:tude. M don.e. by Kale.c.ki in h.v., Mi.:thme..:tic. example., 
j 

:to: 

\ = 0.26 1 

>.:2 0.49 

>: 3 = 0.12 

. )..'4 = 0. 13 

'an.d ke.e.pin.g bj 1 .6 c.oM.:tan..:t. The. aggfl..e.gate. c.ap.-Ltal. ou;tpu;t fl..a..:tio b 1 = 7. 2 - a 

c.han.ge. o6 mofc..e. :than. 100%. 

Th.v., fuc.!c..e.pan.c.y in :the. fl..e...6uU.6 be..:twe.e.n. ouM an.d Kale.c.ki' .6 i-6 due. :to hi-6 

M.6umption. :that c.api.:tal ou;tpu;t fl..a:tio fio!c.. .:to.:tal in.ve...6.:tme.n..:t doe..-6 n.o.:t de.pe.n.d upon. 

:the. .6.:tfc..uc.;tU!c..e. o 6 in v u.:tme.n..:t. Th.v., a-6.6 umptio n. c.an. o n.ly be. .6 ati.6 6ie.d un.de.~c.. c.o n.di.:tio 11.6 

on un.it\o!c..m, homoge.n.oU-6 J.>e.c..:totta£ c.api.:tal-ou;tpu;t tr.JJ.ti0-6, .6uc.h :that, fio!c.. ail b j = b ' 

Th.v., M we. J.>hal£ .6e.e. in Chap.:te.!c.. 7 M n.o.:t an. e.mpifc..ic.aUy J.>uppo!c...:te.d MJ.>umption. The.~c..e. 

hM :to be. a cf.i66e.~c..e.n.c.e. in :the. J.>e.c..:to!c..al c.api.:tal-ou;tpu;t fc..a..:tio-6 n.o.:t on.ly be.c.aMe. o6 :the. 

quali.:ta..:tive. and c.ompo.6i.:tional di66e.!c..e.nc.e..6 (Si.e. Chap.:te.~c.. 61 in in.ve..6.:tme.n.:t in di6t\e.!c..e.n..:t 
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Wah th.e help o6 equa:Uon ( 9 J let U6 illU6.tJtate by an MilhmW..c. example 

the c.hange4 ~n ~, c.on~equent upon the c.hange4 ~ bj'~ and Ij'~ t)o~ g~ven value4 

ot) I /Y. 

Co~~d~ the c.Me wh~e the ~ec.to~a.t c.apda.t-ou..:tpu..:t ~0-6 ~em~ unc.hanged 

and ~o doe4 the ~e ot) ~ve4:tment, bu..:t :the ~el.~ve ~hMe4 ot) ~nve4:tment c.hange. 

In :the t)~:t example above, ~ ~ 7.30%, g~ven :the ~e ot) ~ve4:tment equ~ :to 0.25 

In the ~ec.ond c.Me wh~e only :the ~e.lmve ~hMe4, N'~, have been c.hanged keep~ng 

ev~y:t~g we c.o~:tant, :the M:te ot) g~ow:th ob:t~ed ~ 3. 50%. 

Now, c.o~~d~ :the poM~bildy ofl :the ~ec.to~a.t c.apila.t-ou..:tpu..:t ~ c.hang~g 

g~ven :the ~ei_o.;,U_ve ~hMe4 ofJ ~ve4:tmeJ1t and :the M:te ofJ ~nve4:tment. Co~~ng 
.. ' 

wUh OM eo.Jr!A-~ exampR.e, le:t :the c.han9ed c.c: 'Jilaf ou..:tpu..:t ~o~ be: 

7 3; 7; 

Wilh the4e c.hanged c.apilaf-ou..:tpu..:t ~aUo~, the ~ate ot) g~ouJth ot) ou..:tpu..:t ob:tuned 

~ 73.49%, il may be ~ec.a.tfed :that with unc.hanged c.apila.t-ou..:tpu..:t ~o~, ~ ob:t~ed 

wa.6 7. 3%.-

The :t~d poM~bilily ot) OM ~nte/Le4:t ~ when bo:th c.apila.t ou..:tpu..:t Ju:tt.,{_Q.6 

M will M :the a.tfoc.~on ofr ~ve4:tmen:t a~o~~ ~ec.toM Me aU~ed keep~g I/Y 

c.o~.:tan:t. The g~ow.:th ~e ob~ed {n .:t~ c.Me ~ 8. 49%. U would have been 

ob~~ved :that .:tMoughou..:t OM illU6;tJu:tt.,{_ve exampte4 we. have hel.d Ju:tte ofi ~nve4:tment 

M c.o~.:tant. T~ ~ done no.:t only :to hlglligh.:t :the .-impac.t o 6 :the c.hang e4 ~ 

~mu&Me ofi ~ve4.:tment 'on the. ~e o6 g~ow:th ot) ou..:tpu..:t bu..:t ~o wah a v~ew :to 

app~ox.-imate :to :the IncUan ~iluwon wh~e, M we ob~~ved ~ Chap.:t~ 2, :the ~e 

ot) ~nve4.:tmen.:t ha-6 ~em~ed mo~e o~ le4~ c.o~.:tan:t. 
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FJtom the. above. cvvi;thmetic.. e.xampf.e..6, one. c..an ob~.>e.Jtve. that the. !tate. o6 

gJtow;th o6 ou.tpu.t J..~.> e.xt!te.me.f.y .6e.Milive. ;to the. c..hange6 in the. ~.>t!tudUJte. o6 · 

inve..6tme.nt; the. .6 e.Milivdy being gove.Jtne.d by the. cU.6 6 e.Jte.nc..e. o 6 P' .6 be.twe.e.n .6 e.doM. 

AL6o c..ompaJte.d to ;the. .6e.Milivdy to ~.>t!tudUJte. o6 inve..6tme.n.:t we. 6ound Jt to be. .fe..6.6 

.6 e.n.6iliv e. to c. hang e..6 in the. Jtate. o 6 in v e..6.t.me.n..:t. 

S:t!wdUJte. o6 Invutmen:t - Public. and Pfvlvate. Se.c..toJt: 

In ;thi-6 .t.heAi-6, .6inc..e. we. Me. c..onc..e.Jtne.d wdh public. inve..6tme.n;t and ill :i.mpad 

on the. Jta;te.. o6 [?Jtow;th o6 ou.tpu.t ofl the.. e.c..onomy in ge.ne.Jta.f and .the. indw.,.t.Jtia.f .6e.doJt 

in pa.JLtic..CLtaJt, we. .6ha.f.f now t!ty to inc..oJtpoJtate. the. di-6tinc.;tion be.twe.e.n public. .6e.doJt 

and p!tivate. .6 edoJt in,to oUJt above. 6oJtmu.fatiol1..6. 

Given that the. e.c..ovtomy.6 ou.tpu.t will be. the aggJtegate o6 ;the pubfic.. .6edoJt 

and p!tivate .6edoJt we. have:, 

Oft 

whe.Jte 

Simila!tfy 

y = y + y 
p ......... 

by y + y 
p .......... 

y Public. .6 e.doJt Ou.tpu.t 

y P!tivate .6 ec..t.oJt Ou:tpu.t p 

6oJt p!toduc.ti.ve. inve..6tment (i.e.. c. a pilaf. 

I I + I 
p 

( 11 ) 

( 77 a) 

6 oJtmatio n ) we. have: 

( 72.) 

Logic..aUy, what hofd.6 6oJt a c_f.o.6ed e.c..onomy, .6hou.fd a.fl.>o hof.d 6oJt a .6e.doJt, a.6.6uming 

floJt ~.>implic.dy that the.Jte. i-6 no inpu.t-ou.tpu.t Jte.f.atioMhip be.twee.n the .6 edaM .2/ 

!J.Y 1 . 
-.I ( 73) 
b 
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TheiLe. 6 oJr.e.: ~y 1 I 
1J 

1 and ~y I - 1J. p p 

Su bf.l~i;tuting 

6Y 
y 

p 

e.qua;tion 73 and 74 -tn 

(3 I + (3 .I 
p p 

(3 I + 

y 
Pr.I 
·~ 

y 

11 (a) 

•••••• ( 1 3 J 

•••••• ( 14 J 

we. ge.:t: 

•••••• ( 1 5 ) 

FoJr. pubii~ f.le.~toJr., whi~h ~ ~v~de.d ~nto j f.lub-f.le.~oJr.f.l wheJLe. (j = 1,2 •.•• n) 

e.qua;tion 10 ~an be. Jr.e.6otunul.ate.d M: 
n 

••••• ( 76 J 

And 6 oJr. the. p~vate. f.l e.~oJr. M: 

n p p 

L f3 j \ .. 
j= 1 j 

• • • • (17 J 

5. The. "~Of.lf.l e.6{1e.W o6 mvutme.nt", !.lh~g ~ntVz.de.pe.nde.n~e. 
f.l e.~oJr.f.l , p~I.Jate. and pub~, ~an be. ~ntJr.o du~e.d M : 

be.twe.e.n the. two 

6.Y 
p 

1 
0 . I + Jr. Ip 

= 1 
I.).I + ei 

p p 

( 73a) 

( 14a) 

Jr., ~an be. ne.ga;tive. oJr. po.6~ve. de.pe.ncUng on the. natuJr.e. o6 Jr.ua;tion.6hip 
po.6tul.ate.d be.twe.e.n the. .t>e.~oJr.f.l -- the. 6otuneJL .t>h6w-tng ~Jr.ow~ng out and the. 
fatteJL ~omp-Ume.~y. The. magnUude. o6 thue. will Jr.e.6fe~ the. de.gJr.e.e. o6 
~nteJLde.pe.nde.vt~e.. 
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Sub~~utinq ~quation (76) and (77) ~n 15; 

•••• (18) 

•••• (19.) 

Tlm6 oM W~ hav~ divid~d .th~ ~c..onomy into a numbeJL o{) ~~c...toM wilh di{){)vr.~n.t 

c..apitat-ou.tpu.t ttatio-6, but it hM b~~n M.6ume.d .that .thvr.e. Me. no gutation 

tag-6 in invu.tme.n.t. We. .6hali now tte.iax .t~ M.6umption and a.Mume. .that thvr.e. 

i.6 a one. .6ingte. uni{)ottm gu.tation tag o{) invu.tme.n.t. The. jMtiMc..ation {)ott t~ 

pttoc..e.dutte. c..outd be. give.n in .the. {)oUowing way: In we. M.6ume. that .thvr.e. L6 onty 

one. ~e.c...tott .that pttoduc.u invu.tme.n.t good-6 whlc..h Me. de.tivvr.e.d .to ali .the. othvr. 

.6e.c...toM {)ott inc.tte.Ming .the.i!t pttoduc..Uve. c..apac..ily .the.n .the. gutation pe.ttiod may 

be. ~aid .to !Le.pttue.n.t .the. duttation o{) .the. pttodu.c..Uon p!LOC..e.-6.6 in .that .6~c...tott. In 

.6uc..h a c..Me. .thvr.e. will be. a u¥U{)ottm gu.ta.tion tag. 

The. ~.t!tuc...tutte. o6 outt mode.t fuc..u.Me.d above. in ~e.c...tion ( 1) c..hange.-6 M {)oUow-6: 

Equation 6 with .the. ~oduc..tion o{) a .time. tag o{) d~on "t" ge.U .ttta~{)ottme.d M: 

K'~) - K (;t - 1 ) = I(.t- f.) 

Ac..c..ottdingf.y: 

l}y(;t) = /3I(.t- t) ••••••• ( 20) 

Simuattf.y n OIL .6 e.c...toM 1 .to n: 

~Y7(.t) {37I7(;t- f.) a1Y1 

~y 2. (;t) ~2I2 (;t - f.) a2Y2 ••••••• ( 27 ) 
f::,.y. (;t) = ~ I (.t - f.) a y 

n 11 n n n 



and 

I 7 (~-f) 

r 2 1~- fl 

I (t - f) 
n 

1:, y 7 (t) 

b.Y2(tJ 

tv (tl n 

~ 'I (t) = 

(31 \1I{t- f) 

r2\.2I(t- f) 

~ A . I (t - f) 
n 1 

~ 

n· 

h 

.LA 1iCt) 
1=' 
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A.
7
I(t- f) 

).
2
r (t - fl 

\ I(t- f) 
n 

- al y 2 

- a2Y2 

- a y 
n n 

I 
I 
I 
I 
I 

= { _[_ ~j;j} I(t-e) 
j=-1 

••••••• ( 2 2 ) 

••••••• ( 2 3 J 

·n -r CLj '1 j (t.) • • • - ( 1.4-) 

F-' 

Rei.axing the. M-Ownption o6 uni6oJr.m de.pJr.e.c.M.;t{.on Mvte. acJwM .oe.c.toM made. e.aJ!lie.Jr. 

.b.Y{t) 

Y(t) 
I{t-f):Jt ~;A.}. - _f aj Yj(t) 

v ·G = 1 j j j = 1 v ( t) 

Ht - .tl ri A \ L f::a.; ~ 
y l j = 1 j ~ 1~ "f(t} 

....... (25) 

(26) 

Now, fe.t u.o tJr.y to make. ou.Jr. mode.f a c.fa-6 e.Jr. app!toximation o 6 Jr.e.ai.i;ty by M-OW'Yling 
~ . 

that the. gu:tcttion fag.o o6 invutme.nt di66Vt 6Jr.om J.Je.c.:toJr. to J.Je.c.;ton. 

be. Jr.e.pJr.e.J.Je.nte.d by f 1, f 2, •••• ~ •• fn, J.Juc.h that f 1 

f
1 

iJ.J the. .ohoJr.tut fag and fn iJ.J the. fonge.J.Jt, fag: 

f 2 • • • • • • • • • • fn, whe.Jte. 
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The above b~~~ equation~~an be nefionmulated ~= 

I1(t- f1) K1 [t) - K1 (t - 1 ) 

I2(t- f2) = K2 [t) - K (t - 1 ) 
2 

I (t - f_ ) = K "(t) K (t - 1 ) 
n n n n 

A~~onMY1gltJ: 

.6,Y1(t) (31I1(t- f_1) a1Y1 

~Y2[t) (3 2 I 2 (t - ,e_2 ) a2Y2 

b. y (;t) (3 I (t - f.) a Y 
n n n n n n 

(3.I.(t- f_.)- a.Y. == Y.[t) - Y.(t -1) == ~Y.(t) 
j j j j j j j j 

A.\ .I(t- f.)- a.Y.· == Y.[t) - Y.[t- 1) =fl.Y.[t) 
l~j Aj j .j j j j j 

~Y.[t) 
j 

DY[t) 
y 

n(t) 

n 

L 
j == 1 

~y .(;t) 
j 

I(t- .L) 
j 

y 

I(t-f.) 
j 

y 

1'1. 

L. f3. \. 
:1= 1 j j 

n 
L f3. '\. 
j= 1 . j j 

n 

L f.>.\.) I(t-t.) 
j == 1 j j j 

••••• ( 2 7) 

..... (28) 

... (29) 

... (30) 

... (37) 

.. • (32) 

In onden to ~.6~.6 the hr!pa& ofi ~hang~ ~ the l.ltnudune ofi pubu~ ~nv~tment 

on the. nate on gnowth on e.~onomy' .6 output, we had fionmulate.d equ~on 79. To 

nec.af_f_: 

+ .. ' (33) 
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In ~he iig~ o6 equation 28 and 33, equ~on 79 ~an be ~efionmui~ed ~: 
• 

+ } "lp(H) J~ p. ~1-l_ [ ~)· 'jj_{t) 
~-. ) ?- 1 I ( · _ . ..._- (35) LJ L1ol j j-1 'fj 



Chap:tVL 5 

COMPOSITION OF PUBLIC INVESTMENT: A VISAGGREGATEV· 
ANALYSIS BY INVUSTRY OF USE 

We d).-Oc.tL6Md in ChaptVt 2, .the gtww.:th and ivv.:..:tab,{i_dy on aggftega;te pub.U.C. 

htve.otmevt.t and ).ndJ..c.a;ted that an inJ.Jightnu! avtal..yJ.J)-6 on gJtow:th in pubUc. ..tvtve.ot

mevtt and ill ..tmpac.t on the peJtt)oftmanc.e at) the ec.onomy need.6 to be c.onduc.ted at a 

J.Jui.:tab.te .teve.t at) d)J.Jaggftegat..tan. We :f:J-U_ed to .6how that even though the !tate at) 

gJtowth o6 pubUc. ..tvtve.otmevtt d..td dec.Une, .thL '-e. had not been a dec.Une in the. Jtate 

at) pubUc. btve.o.:tment, wfuc.h we Mgued Wa-6 .:the Jte.te.vavtt ..tvtd..tc.atoft while avtal..yJ.J..tvtg 

the ..tmpac.t o 6 inve.o.tmen.t ovt .:the ec.onomy. Th)-6 Wa-6 aU done at the aggftegate .teve.t. 
' 

· HoweveJt, muc.h c.an be .teatmed by J.J.:tudy..tvtg ill vaJt..toU.6 c.ompanevt.:t.J.J and by 

di J.JtinRu)J.Jh..tng the .6.:tftuc.tUJte at) inve.o.t.mevtt by .6ec.toM. The ..tmpafttanc.e ot) the 

.6.:tftuc.tu.Jte o 6 inve.o.:tmen.:t Wa-6 d)-6 c.U.6.6 ed in detail, :theoftetic.aUy, in ChapteJt 4, and 

it waJ.J e.o:tabwhed that with a given Jtate at) ..tnve.o.tmevtt, the !tate o6 gftowth at) 

output vwe.o d..t/tec.ily with the .6.:tftuc.tUJte o6 inveJ.J.tmevtt. 

at): 

.{.. alioc.ation o6 inve.otmevtt between .6ec.:toft.6 (A) 

.{_.{_. the .6 ectofta.t c.apilal..-output Jtatia.6 ( b l 

Ivt .:th)-6 c.hapteJL we J.Jhali empvuc.aUy .took. into .:the aUoc.atian o6 htve.o.tmen.t between 

indll.6.:tJt..{_a.e_ 'c.a;tegoJt..ti6', wilh..tvt pubUc. .6ec.:toft, and de.:teJtmivte .:the c.ovttftibution o6 eac.h 

c.ategoJty .to c.hange.o in .:to.:tal.. pubUc. inve.otmevtt. In Chap.:teJt 6 we .6haU J.Jtcidy 
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:the cdl oc:c<:t,i_on o6 invUJ:tme.n.:t a:t an e.ve.n. mo!Le. dMaggJz.egated .teve1 i.e. wi:ttun 

mac.funVLy and .equipme.VIX, and f.d:oc.iUJ. Then in ChapteJL 7 we -Ohail dea.t wah the 

-Oec.ond c.ompone.VIX ofl .:the -O:t!Luc.tWLe o6 inve.-O:tme.VIX i.e. -Oec.totc..a£. c.api:ta.t-output 

The fuaggJtega.Uon o6 public. .oec.toJt u.oed in ;t/U.o c.hap:tVL i-6 :the indu.o:t!Ly

o6-u.oe c.f.aMi6ic.a.Uon o6 Na.Uona.t Ac.c.ount-6 S:ta:ti-OtiCJ.J. The indu.o:t!Ly o6 u..oe c..ta.o_oi-

6ic.ation, il may be Jtec.ailed, divide.-0 the pubuc. .oec.toJt iVIXo .6ou.Jt -Oub-.oedoM. 

Pr~aJty, Sec.ondaJty, TJtaV1..6pofl.t, Commu~c.atian· and TJtade, and Financ.e, Commu.nily and 

pe.Mona.t .OeJz.vic.e-6. Eac.h -Oub-.oec.toJt i-6 6u.Jttho.Jt divided into indu.otfl.,[a.t c.ategoJtie.-0 

.ouc.h that AgJtic.u.f..,tWLe, Fo!te.-O:t!Ly and Mining and QuaMy c.oVI..6ti:tute the PJtimaJty -Oec.toJt. 

Sec.ondaJty .o ec.toJt i-6 made up o 6 manu6ac.tu.Jt,[ng, c.ono:t!Lu.c;t{.on, e.tec.tJtic.i:ty, ga.o, and 

pe.Mona.t .oVt.vic.e-6 c.ompwe.-0 o6 ban!Ung and IV1..6WLanc.e, Pubuc. Admil'l.i-6:t!LaUon and Ve6enc.e 

and otheJL .o eJz.vic.e-6 • 
The .togic. o6 -Otudying c.apila.t 6o!tma.Uon at ;t/U.o fuaggfl.egated .teve.t i-6 that 

di66eJLeVIX .oec.toM may have dive.Me patie!LiU o6 gJtow:th f.e.ading :to c.hange.-0 in :the 

-O:t!Luc.tuJLe o6 inve.-O:tme.VIX, wtuc.h- a.o we. .-6how~d above i-6 c.Jtuua.t in deteJLmin,[ng the. 

Jz.a:te. o6 gJtowth o6 output. M-Oo the 6ac.t :that ail -Oec.toM aJte neilheJL e.quaUy 

impofl.ta.VIX in theifl. c.o~bu.tion :to :the deve.topmen:t p!toc.e.-0-6 nofl. i-6 :theifl. impac.:t on 

the ec.onomy the .oame. Thu.o wi:tfUn pubuc. inve.-O:tme.VIX theJLe. c.an e.x.M:t a dynarn{.c. 

_oi;tu.a:t,[on whe.Jtun one c.an vi-OuaJMe -Oome. .oec.toM gMwing 6MteJL :than o:the.M. Thi-6 

phenomenon c.anno:t be c.aptu.Jted by f.oo!Ung at :the. aggJtegate f.eve.t o6 pubuc. irtve.-O:tment 

a.o the.-Oe c.hange.-0 wil.t get Jte6.f'.ec.te.d onf.y paJttiaily at :that .teve.t depending on :the 

magnitude o6 :the c.hange cmd weight o6 that pafl.t,[c.u..f'.a!t -Oec.to!L. Fo!t e.xamp.te., a 10% 

dec.Une. in the !Late. o6 gJtowth o6 c.api:ta.t 6oJz.mation in manu6ac.tUJting wil.t have an 
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impac;t on .the ec.onomy whic.h wiLt be cWfit)-&Lei-U: fiJr.om .the impac;t due .to a 10% 

dec.tine in, ~ay, Public. Admi~t~a.tion~ ~o-.the dec.iine, even .though ot) the 

~arne· magnitude will get Jr.e0.tec;ted di£6\ertily in.· .the agghega.te public. in.v~.tment. 

PhimMtj Sec;toJr.: 

agent and .the ohien.ta.tion ot) inv~.tment M .towMd~ phoviding ec.onomic., i~tilu.tiona.t, 

and .tec.hno.togic.a.t infiJW.I.:>.thuc..tUJr.e. The public. ~ec..toJr. hM been ~.triadi.ty in.c;-Jr.eMing 

ill ~pheJr.e ot) ac..tivily in .the phimahtj ~ec;toJr. M -<A evident t)Jr.om ill ~haJr.e in. .to.ta.t 

inv~.tmen.t in phimMIJ ~ec..toh whic.h hM been in.c.Jr.eMing t)Jr.om 31.54% in 19606-61 .to 

44.26% in 7987-82. 

The c.ompound Jr.a.te o6 gJr.owth ot) GJr.o~~ dom~.tic. c.apila.t t)oJr.ma.tion(heJr.ea{J.teJr. 

.GDCF) a.t c.~en.t phic.~ in .the p~MIJ ~ec..toh t)Jr.om 7960-61 .to 1981-82 wM 14.85% 

peh annum. Vuhin.g .the dec.ade 1960-61 .to19T0-11 il ghew a.t a hate ot) 9.21% peh 

annum, wheJr.eM dMin.g .the ~ec.on.d dec.ade the /w;te ot) ghowth WM 19.21%. HoweveJr. 

.th~e hat~ Wehe muc.h .toweJr. when taken a.t c.o~tant phic.~ pMtic.u.tM.ty dUJr.in.g the 

70'~ when, M c.an be int)eJr.Jr.ed t)Jr.om Table. 5.2.!_: the phic.~ ot) c.apita.t gooM gJtew 

a.t a t)MteJr. hate than in. the 60 '~. Foh the pehiod 1960-70 the Jr.a.te ot) gJr.owth a.t 

c.o~.tant phic.~ WM 4.31% and duhing·.the dec.ade1970-71 to 1980-81 U WM 10.18% 

(See Table 5.2) 

Looking a.t the hate o6 inc.Jr.eMe at) Net dom~tic. c.apila.t t)oJr.ma.tion ( heJr.eat)teJr., 

NVCF) in ptumahlJ ~ec;toJr. a.t c.o~tant phic.~ we t)ind that il ghew a.t a ~.toweJr. hate 

M c.ompaJr.ed .to GDCF duhing .the pehiod U16.0-6il to 1970-71 but a.t a t)Mteh Jr.a.te dUJr.in.g 

1970-71 to 1981-82. TIU4 would mean that hate ot) dephec.iation vM-a-v~ GDCF (oh 
a;t 

NVCF) gheJAJ, fa t)M.teJr. Jta.te dUJr.in.g 70'~ c.ompMed to 60'.6~ In the phe 7965 pehiod 

1. Tab!~ .kua.tina to th.M c.hap.teJr. Me given in the S~.tic.a.t AnnexMe a.t the 
end o t1 .the c.haPteJr.. 
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NCF ~o~e at a ~e ofl 8.45% p.a. but in the po~t 7965 p~od it inehe~ed at a 

~e o6 8.63%. HowevM, ~uc.h p~odMation o6 p~e 7965 and pMt 7965, that M 

.60 6~equenil.y Med in the .6tagnation debate M p~el.y b~ed on .6ta:t-L6tic.al and 

emp~c.al c.on.6id~on.6,!1and th~e6o~e not vMy meaning6ut.i1 Fo~ examining the 

g~owth ~e c.hange-6, p~odMation .6hould be b~ed on .6~c.t~ and poUc.y 

Chd~ - the 6ac.toM whic.h intMac.t and p~oduc.e. outc.ome-6. One. J.Juc.h p~odMa

tion c.ould be. by the. pian.6. V~ng the. t~d pian, GVCF g~e.w at a ~e. o4 9.Z7% 

pM annum, b:t the. floMth pian at a ~ate. ofl 10% and d~ng the. Mfith pian cyt a 

~ate. ofl 17.02%. The. g~owth _~ate. o6 GVCF in p~My .6ec.to~ w~ .6evMe.iy a66e.c.te.d 

oni_y du.~ng the. pfan. hoUday i.e.. 7966-67, 1967-68, 1968-69, whe.n U de.iline.d 

in ab~oiu;te. magYLUu.de. ct-t a ~ate. ofl 0.63% pM annum. In the. inUiaf!._ ye.aM ofl the. 

.6ixth pian a inc.~~ e.d at a ~ate. o 6 5. 7.0% (Table. 5. 1 ) 

Having .6e.en that pubuc. inve.6tment i the p~a~y .6ec.to~ did not ~egMtM 

a uend dec.Une but ac.tuall.y inC.Jt~e.d at a 6~tM ~e. ovM time. we .6hall. uy to 
, . 

.6ee whe.thM o~ not ~.6oc.iated wah thM 6~tM g~owth ~e w~ a highM deg~e.e. ofl 

in-6tabiUty. 

Tak.ing the. c.oe66ic.ie.nt o6 va~on o6 the. ye.M to ye.M pMc.e.ntage-6 c.hange-6 

in pu.bUc. inve.6tme.nt in the. p~My .6e.c.to~, we {Jind that the in.6tabiUty h.~ 

inc.~ e.~ ed in the iatM p~od i. e.. p0.6t 79 6 5. While the c.o e.fi fliuent o 6 v~o n 

Wa.6 1.11% d~ng the p~e. 7965 p~od, a inehe.~e.d to 1. 49% in the. iattM p~od. 

T!1.6tabildy in pu.bUc. invi.6tme.nt w~ highe.6t d~ng the. pian holiday and ~ the. 

table. bel.ow .6how.6 d M the. in.6tabiUty in the.6e t~e.e. ye.aM whic.h inehe~e.6 the. 

. c.oe.{J{Jiue.nt Ofl V~On in the. iatM p~od (i.e.. po.6t 7965 p~od). 

2 • Aiag h., Y K ( 1 9 8 5 ) p. 5 • 

3. Howe.vM we .6hail. Me. .6uc.h. p~od--i..oation ~ and wh.e.n ne.c.e.6.6a~y no~ mak.ing 
c.ompaJr.a.b--i.lay wah. othe.~ .6tudJ_e.6 p0.6.6ibR..e.. 



7960-67 - 7965-66 

7966-67 - 1981-82 

7960-67 - 1981-82 

Thi!td Plan 

Plan Holiday 

Fou.Jtth Plan 

FiQth Plan 

Sixth Planil 

92 

Me.an on the. 
annual. g ftow;th 
Jc..ate. 

7.808 

7.96 

7.92 

7.808 

0.59 

8.93 

13.31 

4. 77 

S:tandaJLd Ve.v.-i..a.
tion o.n annual 
gJc..owth Jc..ate. 

8.672 

11.827 

11. 15 

8.672 

4.003 

7. 1 0 

77.722 

2.946 

Coe.nniue.nt on 
vaJL.-i..a.tion On 
Annual gfto'wth 

Jc..ate. 

1 • 111 

1. 48q 

1.408. 

1. 111 

6.746 

0.794 

1. 331 

0.617 

Thu.-6 we. nind that the. !tate. on gftowth (ave.Jtage. annual. M we.U M c.ompound) o6 public. 

inve.otme.nt in p!timaJty ;., e.c.toft hM be.e.n inc.Jte.. · .tng ove.Jt time., and e.ve.n though the. 

~tabilily a!.> me.Mu.Jte.d by the. c.oe.fifiiue.n;t on vaftiation dn annual gftowth Jc..ate.o ;.,howt. 

an inc.Jte.M e. in the. po;.,t 196 5 pe.Jtiod il ~ not a ;., e.c.u.faJt oft tfc..e.nd we. but e..-6.6 e.nti-

affy be.c.au..6e. On a Ve.fty high de.gfte.e. On Wtabilfty du.Jting the. plan holiday Whic.h 

~to!tU the. p0.6t 196 5 e.otimate.o. 

That c.apilaf fio!tmation in the. pftimaJty ;.,e.c.toJc.. ftM be.e.n gftowing at a 6Mt0 

Jc..ate. vi-6- a- vi-6 othe.Jt J.Je.c.toM ~ e.vide.n;t nftom ill inc.fte.Ming wught within public. 

J.Je.c.toft. The. fte.fative. aUoc.ation on inve.otme.nt in the. pftimaJty ;.,e.c.toJc.. hM be.e.n 

inc.Jte.Ming mofte. oft le.o;., J.Je.c.u.faftfy nftom 14. 18% ·in 1960-61 to 19.7% in ·1981-82. The. 

4. Only the. inil.-i..a.f ye.a)L/.), upto 1981-82, aJLe. inc.fude.d. 



7960-67 - 7965-66 

1966-67 - 1981-82 

7960-67- 1981-82 

Thi!td Plan 

Pian Houday 

Fou!t:th Pian 

Et6;th Plan 

s;_x.;th Pianil 

92 

Me.an o 6 :the. 
annual gJtow:th 
!tate. 

7.808 

7.96 

7.92 

7.808 

0.59 

8.93 

13. 31 

4. 77 

S:tandaJtd Ve.vJ.a
::tio n o 6 annuat 
g Jtow:th !tate. 

8.672 

11.827 

11 • 1 5 

8.672 

4.003 

7 •. 1 0 

17.722 

2.946 

Coe.66ic...i.e.nt o6 
vaJtJ.a::tion o6 
Annual gJtow:th 

!tate. 

1 • 111 

1. 486 

. 1. 408 

1 . 111 

6. 746 

0.794 

1.331 

0.617 

ThU!.> we. bind :that :the. !tate. o6 gJtow:th ( ave.Jw{ e. annual CL6 we.il CL6 c.ompound J o6 pubuc. 

inve.o:tme.nt in p!timaJty .oe.c.:toJt hM be.e.n inc.Jte.Ming ove.Jt time., and e.ve.n :though :the. 

in.o:tabili:ty CL6 me.a.6UJte.d by :the. c.oe.66ic...i.e.nt o6 va!tia::tion o6 annual gJtow:th Jta:te.o .6how.o 

an inc.Jte.a.oe. in :the. p0.6t 1965 pe.Jtiod d i-6 no:t a .6e.c.ulaJt oJt :tJte.nd we. but e.o.oe.nti-

aUy be.c.aU!.>e. o6 a ve.Jty high de.gJte.e. o6 in.o:tabili:ty dU!ting :the. pian holiday whic.h 

fu:toJt:t-6 :the. po.6:t 196 5 e.o:tima:te.o. 

!tate. vi.6- a- vi.6 o:thvz. .6e.c.:toM i-6 e_vj_de.n:t t\Jtom W inc.Jte.Ming wugh:t wdhin public. 

inc.Jte.a.oj_ng moJte. oft ie.-6.6 .6e.c.uta!tly 6Jtom 14.18% in 1960-61 :to 79.7% in 1981-82. The. 

4. Onty :the. i~ ye.a!t.6, up:to 1981-82, aJte. inc.tude.d. 
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high on 25.1% in 1977-78. 

Ag!Uc.uLtWte, F oJteo:tlty, and MivU.n.g and QuaMIJ. 

Though the l.>c.ope 6oft A__n_veo;tmen;t in the ~.>tate ag!Uc.uLttlll.Cl.l ~.>e.do!t p!tope.Jt i.e. 

A__n_ ~.>tate ag!Uc.u1.:l:uJLa.l en:te~tpweo ~ Li..rnlied, a being Jteobtided to oJtga~ilion 

on a ~.>mill· numbe.Jt on ~.>tate na.Jt.m6, le.ngaf:jed ma..-tnly in the muftiplic.a:tion and fubti

bu.Uon on imp!toved ~.>eedl.> de.. J ag/tic.ul;tU!te Jtec.uveo a ~.>ub~.>tantia£.. ~.>ha~te on public. 

inveotmen:t - the bulk on public. inveotme.n:t )__n_ ag!Uc.ul;tu.Jte bung c.hanne.J.Med 6oft 

;the deve.topmen;t on inn!tM:tltudU!te. Th.M include~.> deve.topmen:t on J.NU..ga:tion, land 

implemen;t}.)> c.on~.>;tltu.c.tion on noodgfta)__n_ godown~.> and Waite hou.).)e/.J de.. The c.on;ttibu.tion 

on public. A__n_veo;tmen:t ;to total inveotmen:t in ag!Uc.uLtU!te hal.> c.on~.>~tently been Mound 

29%. 

Though the ~.>ha!te on ag!Uc.uLtu.Jte in total public. A__n_veo;tmen;t hM been mo!te 

oft {eo!.> ,o;table be.:twee.n 11-73%, ill ~.>h.a!te hM been c.on~.>~;tently de~g within 

the pJUma!tlJ ~.>edo!t ante.Jt 7968-69. The ~.>h.a!te on ag!Uc.uftU!te in pltima!ttj ~.>edo!t 

dec.lA__n_ed nJtom 78.89% in 7968-69 to 50.79% in 1981-82. Th.M nail ha,o been, with 

the exc.eption on a c.ouple on yea!t!.>, (e.g. 7977-78; 7978-79) u.nin;te!t!tu.pted. (See 

· Table 5. 4) The IteM on 6oft ;th_M dec.line deopde a We in the Jte.ta:tive ~.>ha!te on 

p!timaJty J.>ec.toJt in total public. inveo;tmen;t ~~ M we ~.>hall ~.>ee be.tow ir.: .de:tail, 

that ;the J.>edo!t mining and quaMying hM been gJtoWing at the expen~.>e on ag/tic.u.ltU!te 

wilh.A__n_ the p!timMy J.>edoJt. 

The !Late of, gJtow;th on public. inve.~.>tmen;t~_/ in a.g!Uc.uLtU!te 6oft the. pe.!Uod 

1960-61 ;to 1981-82 WM 5.86% pelt annum. While a g!tew a.;t a Jta.te on only 4.28%. FJtom 

'f960 ·-67 td 19 70-71 ·' the !La:i;e <O.n g!tol-l);t,h w~ ?.'l9,%: _..tn, ·;t,he., po~.>·t 1970-71 pe.!Uod. 
' -

5. Unleo.o, othe.JtW~e. ~.>pec.inie.d, inveotmen:t/c.apilal noJtmation -L6 A__n_ g!toM ;te.Jtm).) 
and at c.on~.>tant (7970-77) pltic.e.~.>. 
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Nu inveo-tme.n:t {JiguJteo .ohow :the. .oame. patie.Jtn. The. ptan wi.oe. patie.Jtn.o o£ gJtow:th, 

a.o taJ..d ou:t in Tabte. 5.1, .ohow.o :tha:t e.ve.n dUlLing :the. plan hotidarj ag!Lic.uf;tu)te. 

did not .ou66e.Jt M M.ve.Jte. a c.u:t bac.k. M o:the.Jt :M .. c.:torv6. VU!Ling :the. fli6:th ptan d 

Jte.qi.o:te.Jte.d ill hi_qheo:t Jta:te. o6 gJtow:th o£ 17.38%. Howe.ve.Jt, d i-6 dUlLing :the. ~at 

ye.aM o6 :the. .oix:th ptan :that ou;tlay on ag!Lic.uf:tUJte. ha.o de.c.tine.d in ab.ootu:te. magndude. 

by abou:t -6% at c.on.o:tan:t p!Lic.eo. 

A.o Jte.gaJtd-6 :the. in.o:tabildy o6 inve..o:tme.n:t in ag!Lic.uf:tUJte., we. £ind :that :the. 

c.o e.£ 6iue.n:t o 6 va!Lia:tion o 6 annuat gJtow:th Jtate..o ( o 6 public. inve..o:tme.nt in ag!Lic.uf:tuJte.) 

wa.o 1 • 9 58 dUlLing :the. e.n;ti-'l.e. pe.Jtiod. The. in.o:tabildy WM muc.h hig he.Jt in :the. p0.6:t 196 5 

pe.Jtiod (Coe.66iue.n:t o£ _V~on 2.3880) :than in :the. piLe. 1965 pe.Jtiod (Coe.££iue.n:t on 
V~n 0. 7652). A.o in :the. c.a.oe. on p!LimMy .oe.c.:toJt, in ag!Lic.uUU!Le. at.oo we. £ind 

-that :the. higheA in.o:tab.U..Uy a.o Jte.0te.c.:te.d by :the. c.oe.00iue.n:t o£ v~on in :the. po.o:t 

7965 pe.Jtiod ,{_.o no;t a .Oe.c.uia!L We. in. in.t>:tabildy bu;t due. ;to a Ve.-'l.lj high de.g!te_e_ OQ 

in.o:tab.U..Uy dUlLing >the. ptan hotiday (6.855),-V'Jhic.h pMhe.-6 up :the. magndude. o6 

M e.an o 6 Annuat S:tanda!td de.via- Coe.££iue.nt o£ 
gJtow:th Jta:te..o lion o-Q Annuat V~on o£ Annuat 

. gJtow:th Jta:te..o gJtow:th Jta:te..o 

1960-6 7 :to 1965-66 7.52 5.7545 0.7652 

1966-6 7 :to 1981-82 5.252 12.5418 2.3880 

1960-61 :to 1981-82 5.792 11.343 1.9584 

Thi!td P.tan 7.52 5.7545 0.7652 
' Ptan HoR..iday 1.5033 10.306 6.855 

4th Ptan 6.306 7.4119 1. 1753 

5th Ptan 11.678 16.550 1. 4172 

6th Ptan -3.466 4.8853 -1.4092 
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iYJJ.Jtabilily in the latieJt pe!tiod. 

In ab~olute magl1itude the pubiie inv~tmel1t made in the ~eeto~ &o~~~y 

~ low cmd eoYJJ.Jequel1ily ill ~hMe hM neveJt exeee_ded 0. 9% within pubiie ~eeto~. 

In flctet, a6;teJt 7969-70, the ~hMe ofl flo~~~y hM bern on the deeline and in 

7982-82 it aeeounted flo~ ol1fy 0.6% on total pubiie inv~tment. Howev~·even with 

~u.eh a low ,!)hcvr.e within publie ,!)eeto~, pubiie ~edo~ eo~but~ mo~e than 75% 

on total eapital floJUnilion made in the flo~~~y ,!)eeto!r. in the eeonomy. In 7967-62 

the p~opo~on ofl pubfie inv~tmevtt to total inv~tment in flo~~~y WM 92% but it 

hM been ,!)teadily dewmg, and in 1981-82 it ~toad at about 74%. 

Within p~mMy ~edo~, the weight o~ flo~~~y in inv~tment hM been 

eoM~te!1ily flaf_f_ivtg a6;teJt 796 7-68. F~om -· weight ofl 5. 29% in 196 7-68, it hM 

,!} eeulcur.ly deuined to 2. 6 5% in 79 81-8 2 ( · :z.efl eJt Table 5. 4) 

V~ng the p~od 1960-61 to 1981-82, pubiie inv~tment in flo~~~Y ~o,!}e 

at a Mte ofl 4.21% p~ ai1Vl.um. The Mte ofl g~owth WM mueh {JMt~ d~ng the 

1970'~, i.e. 8~27%, M eompMed to 4.98% pelt annum d~g 1960',!). HoweveJt, M 

wi1.l be ~hown by plan-w~e Ju1t~ ofl g~owth, pubiie ivtv~tment did ~unneJt a ~eveJte 

eutbaeQ in t~ ~edo~. Fnom a nate ofl. gnowth on 72.26% ivt the Thind plan, it 

neff to 3.03% in the plan holiday and de~ed ~~ fluhtheJt by -2.32% peJt annum 

durv61g the flouhth plan. Th~e WM a neeoveJty d~g the ninth plan when pubtie 

.:YLV0!)tmen,t nQ,!)e by 20.83% but the i~ yeaM Ot :the ,!)iX:th plan again ,!)ugg~t 

a p2./u[ocl o 6 Jilou..l gnowth. 

· 5Ln0..e, aec.o!U:i.Lng :to the National Aeeou!1U S:t~ti~, C.S.O., ~timat~ 

)~~~ o;:_:;.. /.6 !10 d2-pl1.e.eia.-t.ion on eapital in &on~~y, the net inv~tment gnow:th patieJtYJJ.J 
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afJ n ec;ted .6 ec;toM by the c.utbac.k. on pubuc. .{.nve.otme.n;t~_/, We fJ.{.nd ev.{.denc.e quile 

c.ontJtCVLy to thl-6 ci.a.{.m. · In fJac;t what we fJ.{.nd .{.-0 that MJ..n.{.ng and QuaJULy .{.-0 one 

on the fJa.ote.ot gJtow.{.ng .oec.to!t .{.n te~tm.o ofJ publ.{.c. .{.nve.otment. 

Net c.ap.{.;taf fJo!tma;t.{.on .{.n Akn.{.ng and QuaJULy .{.nc.Jtea.oed at a c.ompound annual 

!tate ofJ 10.17% .{.n the fJ.{.Mt ha£.6 ofJ .o.Ut{.e.o, whe~tea.o .{.n the pOJ.>t 1965 peft.{.od .{.,e. 

7966-67 to 1981-82 .{.;t gJtew at a !tate ofJ 15.16%. VUJt.{.ng the dec.ade ofJ .oeven.;t.{.e.o 

.{.;t Jtec.o!tded an unp!tec.edented g!towth !tate on 25% (TabR.e 5.3) 

It m.{.ght be .{.nte~te.oting to note that while gJtoM c.ap.{.;taf fJo~tmation .{.n 

MJ..n.{.ng and Q_u.MJty.{.n9 .{.nc.Jtea.oed at the !tate ofJ 16.46% pelt annum dUJt.{.ng the .oeven;t.{.e.o, 

the !tate. ofJ g~towth ofJ net c.ap.{.;taf fJoJtmation dUJt.{.ng the .oame. peft.{.od wa.o hlghe.Jt by 

8.45% po.{.nt-6. Thl-6 would me.an that the de.p!te.ua;t.{.on p!tov.{..o.{.on.o -dect.{.ne.d .{.n ab.oolu.te. 

mag nilu.d e. 

Anctf.y.6mg the. gJtowth patteJtn by plan.o we. c.an .oe.e that c.ap.{.;taf fJo~tmation 

.{.n m.{.n.{.ng and qu.MJty gJtew at a Veftlj Jtap.{.d fl..ate thftoughout: J 0. ]] % .{.n the tM/td 

·plan, 17.23% .{.n the fJou.Jtth plan, 16.23% dUJt.{.ng the fJ.{.fJth plan and 22.73% dUJt.{.ng 

the .o.{.xth plan - exc.e.pt dUJt.{.ng the plan hof.{.day when .{.;t wa.o the. woMt h.{.;t among.ot 

all .oec;toM by the .{.nve.otment c.utbac.k.. VUft.{.ng thl-6 peft.{.od .{.,e.. 7966-67, 7967~68, 

and- 1968-69 pubuc. mve.otment m rri£vung and quaJULyl..)l!J de:.e.&ne.d ct a !tate ofJ -26. 14% 

pelt annum. 

Con.oeque.nt upon .ou·c.h hlgh gJtowth fl..ate.o o6 .{.nve.otment, .{.n ab.oolu.te a.o well . 

a.o Jtelative. te~tm.o .{.,e. v.{.-0-a-v.{.-0 othe.Jt J.Je.c:toM, the. wught o6 m.{.n.{.ng and quMJttjlng 
.; 

ha.o .{.nc.Jte.cu e.d w.{.;thln the. pubuc. .6 e.c;toJL a.o will a.o the p!U.mMy .6 e.C;tott. In 1 96 0-61 

the. Jtelative. .ohMe o6 pu.buc. .{.nve.otment go-<.·~g .{.n;to m.{_n.{_ng and quaJULy wa.o 2. 6% 

and OVeft the yeaM thl-6 ha.o .Ote.ad.{.fy mc.Jte.Med to 9.2% m 1981-82 (Table. 5.8). 

6. Ahfw~af.{.a (1984) P.76-77. 
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Above., we. n.ote.d thea -<-n..opile. o6 the. fiact th ·. the. wught o6 p!Umcur.y .oe.cton -<-n. the. 

public. .oe.cton had -<-n.c.ne.a.oe.d finom about 14% to 20%, the. wught o6 agft_.[c_u£tuhe. an.d 

floJte4tfty wilhm pJt_.[maJLy .oe.cton had de.~e.d. LooluUtg at the. .ohaJLe. o6 m-<-n.-<-n.g an.d 

quaMy, wilh-<-n. the. p!UmaJLy .o e.cton. mak.e..o il c.£e.CUL that m-<-n.-<-n.g an.d quaMy-<-n.g gne.w at 

the. e.xpe.Me. ofl the. two othe.Jt .oe.ctoM. The. We. _{_n. the. .ohane. ofl plUmMy .O.e.cton WM 

e.n.t_.[fte.£y de.vote.d to the. m-<-n.-<-n.g an.d quaMy .oe.cton, .ouch that ili .ohane. -<-n. -<-n.ve..otme.n.t 

u!ilh-<-n. p!Umc~y .oe.cton -<-n.c.ne.a.oe.d {Jnom 16.16% -<-n. 1960~61 to 46.56% -<-n. 1981-82 (Tab{e. 

5.4) 

Se.c.on.dc~y Se.ctoJt: 

The. .o-<-z e. an.d .otnuc.tune. o 6 the. public. .o e.cton wa.o dnMtic.illy c.han.g e.d -<-n. the. 

pe.Jt_.[od a{Jte.n 7955, ma-<-n.{y thnough public. -<-n.ve4tme.n.t -<-n. the. .oe.c.on.dany .oe.cton, -<-n. 

pan;t_{_c_u{an the. ma.n.u6a.ctuJt_.[n.g -<-n.du.otny. S-<-n.c.e. the..data fion -<-n.ve4tme.n.t -<-n. .oe.c.on.dany 

.oe.c.ton -<-.o av~ab{e. on.{y {Jnom 1960-61 on.wand.o, the. above. {Jac.t can. be. .oub.otan.t-<-ate.d 

by {ook.-<-n.g at the. pf.aVt w.-Lc e. public. .o e.c.ton ou;t{ay.o {Jon I n.du.otny an.d W..n.-<-n.g, wh-<-c.h 

bnoad{y c.oJtJte..opon.d-6 to the. de.(Jin.-<-tion. ofl .oe.c.oVtdany .oe.cton M de.fi-<-n.e.d by Na;t_{_on.a{ 

Ac.c.oun.t.o ~uc..o. 

Public. Se.c.toh. Ouilay.o {Jon In.du.ott'tlj an.d lvU.YU:.n.g ·7950~57 to 1982-83 

Fwt FJ..ve. Ye.an Pf..w1 (7957-56) 

Se.c.oVtd F-<-ve. Ye.an P{an. (1956-61) 

Th-<-Jtd F-<-ve. Ye.an P{an. (7967-66) 

An.n.ua{ P{an.-6_(7966-69) 

FouJtth F-<-ve. Ye.an P{an. (1969-74) 

F-<-6th F-<-ve. Ye.an P{an. (ne.v-<-.oe.d) ( 7.974-79) 

S-<-xth F-<-ve. Ye.an P{an. (dna{Jt) (7979-83) 

Pe.nc. e.n.tag e. .o han e. 
Outfay.o o6 tote<{ public. 

( Rl.l • milUo 11.6 ) .o e.c.ton Ouilay.o 

550 

9,380 

17,260 

15,100 

28,740 

1,02,000 

1;33,400. 

2.8 

20. 1 

2 0. 1 

22.8 

18.3 

26.0 

79.2 
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The. above. .:table. ~heutpty b!Ung~ old .the. c.hange. in poUc.y wfUc.h gave. top ptr.J..otU.ty 

:to :the. induot.Jr.y: u.ndeJL the. fiill:t fiive. tje.M pian, ac..tu.af. pu.bUc. ~ e.c..toJt ou.ilay~ 6oft 

induot.Jr.y and mining amou.n.te.d to ie.M than 3% ofi .the. .to.taf. pu.btic. ~e.c..toJt ou.ilay, 

wheJLe.M du.Jtin.g the. ~e.c.ond pian pe.tUod pu.buc. ~e.c..toJt ou.ilay fioJt the. induot.Jr.iaf. 

~e.c..toJt WM inc.Jte.Me.d phe.nome.naUy to moJte. than _20%. The. Jtationaf.e. ofl .t~ We. 

~ to be. ~ought in the. obje.c..tive. o6 Jtapid -<_··rfuo~ation. 

The. Jtoie. ofi pu.bUc. -<-nv~.tme.n.t iYl. the. ~e.c.ondeuty ~e.c..toJt ~ ofi indu.ung p!Uvate. 

iYl. v~.tme.n.t and at .the. ~am e. time. e.ngaging in p!todu.c..t-<-on ~ phe.Jte.. The. fio!tmeJi Jtoie. ~ 

6u.i6ille.d .th!tou..qh .the. inv~.tme.ru iYl. ~e.c..to~ Uk.e. c.o~Vr.u.c..t-<-on and e.f.e.c..ttUU.ty, gM, 

and wcvti.?Jt and .the. ia.t:te.Jt by -<-nv,~.tme.n.t in manu.fiac..tu.Jtin.g. The. ~heute. ofi ~e.c.ondeuty 

~e.c..toJt iYl. pu.bUc. -<-nv~.tme.n.t hM inc.Jte.Me.d fiJtom 33.7% in 1960-61 to 45% in 1981-82 

at c.o~.:tan.t ptUc.~.T~ We. ha.)) not be.e.n ~e.c.u.iCUt il JtMe. till 1966-67 bld be..twe.e.n 

1967-68 a11d 1973-74 Jte.g~.te.Jte.d a &aU afi.te.Jt wfUc.h il hM main.taine.d a Wing Vr.e.nd 

(Table. 5. 8) 

The. c.ompou.nd Jtate. ofi gJtow.th ofi pu.bUc. ~e.c..toJt GVCF at c.u.JtJte.n.t p!tic.e6 in .the. 

~e.c.ondeuty ~e.c..t6Jt WM 13.43% pe.Jt annum. The. !tate. o6 gJtow.th WM mu.c.h 6M.te.Jt, 17.77%, 

in the. ~e.ve.nti~ M c.ompeute.d to the. ~iru~ whe.n it gJte.w at a !tate. ofi 10.24%. The. 

~ame. pa.t:teJLn WM ob~e.Jtve.d at c.o~.:tan.t ptr.J..c.e6 ~o. Vu.Jtin.g the. fiill.t pe.Jtiod the. 

!tate. ofl gJtow.th WM 5. 71% wfUc.h inc.Jte.Me.d to 8.82% in :the. ~e.c.ond pe.tUod. Ove.Jt :the. 

e.n.t-<-Jte. pe.tUod, 7960-61 :to 1981-82, the. !tate. ofi gJtow.th at c.o~.:tan.t ptr.J..c.~ WM 6.55% 

(Tabii 5. 2) 

Look.-<-ng at the. NVCF we. fiiYl.d .that du.tUng the. 6~.t pe.tUod NVCF gJte.w at a 

c.ompou.nd annu.af. !tate. o 6 4. 1 0%, ~iowe.Jt M c.ompeute.d to GVCF bu.:t :the. !tate. o 6 inc.Jte.M e. 

WM 1 0. 21% -<-n .the. ~ e.c.ond pe.tUod i.e.. flM.te.Jt than. that ofi GVCF. 

The. pian w~ e. g Jtow.th fta.te6 ~how that ~ e.c.o ndeuty ~ e.c..toJt iYl. v ~.tme.n.t ~ u. 6 6 eJLe.d 

a ~u.b~.:tan.tiat de.c.Une. du.Jtin.g the. pian hoUday. FJtom a gJtow.th !tate. ofi 14.82% pe.Jt 
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annum achieved duning the t~d plan, the nate dnopped down to -7.18%- a decline 

o{J 22 peJtcentage poiYLt.-6. In the two ~.>ub~.>equent plan~.> the gnow:th nate Waf.> ~.>table 

Mound 7. 8% peJt annum. The i~ yeaM o{J the ~.>i:dh plan ~.>how a ~.>ught decline 

in the nate. 

AMocia.ted with the ~.>low nate o{J gnow:th in the {JiMt pe.Jtiod wM a .highen 

degnee o{J in~.>tabiiity wheJteM the gnowth nate in the ~.>econd pe.Jtiod Waf.> not only 

{JMteJt but a.Uo mane ~.>table. While the coe{J{Jicient o{J va.l!..ia.Uon duning the {JiMt 

pe.Jtiod Waf.> 1.5526, {Jon the ~.>econd pe.Jtiod it wM only 0.5493 (See Tci.ble bel..ow) 

1960-61 1987-82 

1960-61 1970-71 

7977-72 - 1981-82 

ThJAd P.f ctn 

Plan Holiday 

F o unth P fan 

Fi{Jth Plan 

!Sixth Plan*'. 

In~.>tLtbility in Secondany Seeton 

Mean o{J Annual 
gnow:th nate~.> 

8.203 

6.362 

9.450 

14.006 

-4.83 

7.43 

10.494 

8.59 

Standand Coe{J{Jicient 
Vevia.Uon o{J o{J vaniation 
Annual gnow:th o{J Annual 

nate~.> gnowth nate~.> 

7.987 0. 973 

9. 877 1.5526 

5. 797 0.5493 

7.357 0.5248 

3.29 -0.6820 

5.52 0.7441 

5.57 0.8944 

3.78 0.4406 

HoweveJt loofUng at the plan wif.Je pa.fte.Jtn o{J inf.Jtability we {Jind that the 

in~.>tability hM been incneMing oveJt the pla.n-6. The coe{J{Jicimt o{J va.l!..ia.tion 

o{J the annual g!Ww:th nate~.> hM incneci.f.Jed {Jnom • 5248 duning the t~d plan to . 
0. 8944 duning the {Ji{Jth plan. ThM a plan wif.Je ana.ly~.>i-6 ofl the. gnowth and 
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inot.abilily -Ln -Oe.condaJty -Oe.ctoJt inve.otme.nt -Ohow-6 that dwUn.g p.taM M-OoUate.d 

will? a h,{ghiVl. fJ!Lowth !Late. i-6 a hlghe.Jt de.g!Le.e. o{J -O.tab~y and vice. ve.Ma. 

The. -Oe.condaJty -Oe.ctofL me..t{J compwe.o on th!Le.e. indu.o.tJtj_a.f. c.ate.go!Lie.o: 

manunac.tUJU;ng, c.oM.t!Luc..tion and e..te.c.tJuc.ily, qM and wate.Jt. 

The. fu.tJtj_bution on pubUc inve.o.tme.nt wilhln manu{Jactu!Ling M ~kewed 

heavily in navoU!L 0 n c.Jteation 0 n ne.w e..nte..Jtp!Li-6 e.o and expanding 0 n exi-O.tiVIg one.o. 

The. majoJt pa.Jtt on inve.otme.nt in the. -Otate. -Oe.cto!L i-6 di!Le.cte.d into the. c.apila.t 

inte.Mive bMnc.he.o o{J heavy indM.t!Lie-6 with· a .tong ge.otation pe.Jtiod namdy the 

mMrtf Jm-lu-O-fJrA.<?/.J, h<?.aVIJ mgble<?M,n.g, C.hern-tc.a.t indu.o.tJtj_e,o .oh-tp building etc.. 

The. Jtdative. alioc.a.Uon on inve.o.tment in manu{JactU/U;ng hM be.e.n 6.f.uctua

ting. It Jto-Oe. nJtom 17.5 in 1961-62 to 26.8 in 1966-67 the.Jte.ante.Jt it de.c..tine.d 

:tiLf 1970-71 when ill weight wa.o 15. 7. The. pe.fL-tod 1970:...7Jto 1974-75 _oaw il 

We agaivL to 25.3 and the.Jteante.Jt il hM been {J.tuc..tuating aJtound 20 to 22 (See. 

Table. 5.8). Howe.ve.Jt taking the en.ti!Le pe.Jtiod on 1960-61 to 1981-82 into acc.ount 

we. Mnd that the. weight o{J manu{JactU!LiVlg in to.ta.t pubUc. inve.otment hM -Lnc.Jte.M e.d 

at a compound gJtowth .!Late o{J. 0. 68% pe.Jt annum. Within the .oe.c.ondaJty -Oe.ctofL, the. 

-OhaJte. on manu{Jac..tUJU;ng ha.o de.c.Une.d con-Oi-Otently fJJtom 67.20 in 1960-61 to 46.29 

in 1981-82 e.xc.e.pt dU!LiVlg the pe.Jtiod 1964-65 to 1967-68 when the .t!Le.nd'de.c..tine. 

WM Jte.ve.Me.d tempo~y. 

The. dec.Une. in the. weight o{J manu{Ja~g in the .tate.Jt pe.!Liod M not · 

explained by the. _ofow !Late. on gJtowth on c._araa.t {Jo!Lmation in manunactUJU;ng; in 

nact the. gJtowth !Late WM _oub-O.tan~y hlghe.Jt in the .tatVz. pe.Jtiod M c.ompaJted 

to the_ e.afLlie.Jt pe.Jtiod. A:t C.uMent pfL-tce-0 ~rL(!_ C.Ompound fLat e._ 0 {J gfLOWth in the_ 

de.c.ade. 1960-61 to 19 70-71 wa.o 7. 8 5 whA..C.h inc.Jte..a-0 ed by ove.Jt 10 pe.Jtc.e.n.tag e. poin.t-6 

dUJU;ng the. -Oe.ve.VItie.o. At c.on.o.tan.t p!Lic.e.o a.t.oo the. .oame. patte.Jtn o{J gMwth i-6 

maintained. VU!U;ng the {Jfut pe.!Liod il A..nc.Jte.a.oed at a .towe.Jt c.ompound !Late. o{J 
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3. 50% wh..ii.e. ..i.n. the. .t:.e.c.on.d pe.!U.od the. f7..Cl;te. WM 8. 32%. Eve.n. ..i.6 on.e. pe.!U.odMe..-6 

ac.c.oJtdin.g -to :the. p!te. 196 5, p0.6:t 79 6 5 pe!UodMa;Uon. :the. gJtow:th Jta:te. ..<A _f_owe.Jt ,W 

the. p!te. 196 5 pe!Uod ci6 c_ompaJte.d :to :the. po.t:.t 79 6 5 pe!Uod. The. in.c.Jte.M e. ..i.n. :the. 
' 

~tte.Jt pe.!U.od ..<A mu.c_h .t:.ha!tpe.Jt whe.n. on.e. tak.e..-6 n.e.t c.apila_f_ 6o!tma;t;..on. While. n.e.t 

c_apda_f_ noJtma;t;..on. gJtW a:t a f7..Cl;te. on on._f_y 1.21% pe.Jt an.n.u.m du.Jt,{y[g ':the. nill:t pe/Uod, 

:the. !tate. o6 gJtow:th Wa-6 9.40% du.Jtin.g :the. .6~c.on.d pe!Uod. A pe.!t.6u.al on :the. gJtow:th 

Jta:te..-6, given. in. Tab_f_e. 5.1 ac.c.oJtdin.g :to p-f_aVl.-6 .6how.6 :that mo.6t ot) :the. we. ,W 

c_ap..i;taJ'. {JoJtma;tion. in man.u.tla.c.:tu.!tin.g wa.t:. a:t;ta;..n.e.d du.Jtin.q :the. nou.Jt:th plan. wh?-n. :the. 

c.ompou.n.d !tate. o6 gJtow:th WM 14.18% pe.Jt an.n.u.m. Apa.Jtt 6Jtom :the. p_f_an. ho_f_;_day, whe.n. 

public_ ,Wve..6:tme.n.:t in. man.u.6a~g de.uin.e.d in. abJ.Jo_f_u.;te. :te.Jtm.6' ni6:th p_f_an. ruo 

wa.t:. a pe!Uod ofi .6-f_ow gJtow:th. 

on :the. pe.~od-Uauon. (Se.e. Tab.ee. be._f_ow). The. p!te. 1 96 5 an.d p0.6:t 1 9 6 5 pe.~o d-U a;t;..o n. 

I Vl..6tabilA.;ttj_ in. In.ve..6:tme.n.:t in. Man.u.fiac_tuning 

Pe!Uod Me.an. o·n an.n.u.a£ Stan.do.Jtd c 0 e. n 6ic.ie.V'vt 0 n 
gJtow:th Jta:te..-6 Ve.v~on. vcuU..ation. 

7960-67 :to 7965-66 70.939 19.484 1.7813 

7965-66 :to 1981-82 5.314 . 14.466 2.722 

7960-67 to 1981-82 6.653 15.986 2. 402& 

7960-67 . :to 7970-77 1.854 17.3760 9.3727 

7977-72 :to 1987-82 1t.016 13.170 7. 7955 

Twd Plan. 10.938 19.484 1.7813 

Pfun. Ho_f_;_day -7.093 9.841 -7.387 

Fou.Jt:th P_f_a11 10.908 76.775 7. 532 

F i {J:th P fan 5.406 7 2. 7 56 2.248 

Sixth Plan. 8.246 9.627 1.1666 

196o.:.61 :to 7966-67 10.251 17.85 1. 7 4 

1960-61 :to 1967-68 6.734 18.639 2.7678 

17960-67 :to 7968-69 4.176' 18.702 4.478 

j 7960-67 :to 7969-70 2.707 18.175 6.6903 

1.7960-67 :to 7970-77 1.854 . . 17.37 . 9.3727 
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.OhOW.O that CLMOUate.d w..Lth a fUghe.Jt !tate_ On ,9fLOWth iYL the. pO.Ot 1965 pe.JUod WM 

a.o.ooc.J...a:te.d a hlghe.Jt ht.otab.{LL:ty. On. the othe.Jt hand the de.c.ade w..<A e. pe!UocU.

.oa:tton would .ohow e.xac.ily the. oppo.oUe L e.. the. in..o:tab.{LL:ty wa.o hlghe!t in. the 

ni!t.ot pe!Uod a.o c.ompa!te.d to the. .oe.c.on.d peftiod. The pian. w..<Ae patte.Jtn. on in..ota

b.{LL:ty .ohow.o that the. magn+tude o{J in..otab.{LL:ty ha.o Jte.mahte.d mofte oft ie..o.o c.on..otan.t 

e.xc.e.pt dU!ting the. ninth Mve. ye.aft pian. when. u wa.o hlghe!t. Th..<A .oitua:tton. c.£eaftiy 

expiain..o the. poin.t we We!te. tftyi119 to make about the. .oigvtinic.an.c.e. on pe!Uod..<Aa:tton. 

~J1 d;.;..,c_ccMion..o on c.ompcL!tative. pe!Lno.tunan.c_e_ be;twe.e.n. pe!Uod.o (See abov~) 

Though the. dinneJten.t pe!Uod..<Aa:tton ''-> Med above do not Jteve.ai· d, a c.£o.oeJt 

-f.ook at the_ data· Will .OhOW that the_ .OOU!LC.e. On the Ve!ty high magvti;tu.de_ On in.ota

b.{L(;ty Jte.niec.ted by the. c.oe.66iue.n.t on vaJtiation 9.37 dunin.g the. pe!Uod 1960-61 

to 1970-77, ue..o in the. pe!Uod 196 7-68 to 1970-71. A!.> the. tabie. above .ohow.o the 

.otanda!td devia:tton at) :the gJtowth Jtate..o doe..o not in.CU.c.ate. any .oign.ifiic.an.t vaftiab.{LL:ty 

it ..<A a .ou.b.otan.tiai de.c.£hte in the. ave!tage. annu.ai gJtowth !tate., fiJtom 10.2 5 to 1. 8 5, 

d~_ng th..<A petU_od whic.h in.c.Jte.a.oe..o the. c.oe66ic.ie.n.t o6 vaJtiation. on the. an.n.u.ai 

gJtowth Jtate..o the.Jte.by givhtg the. hnpJte..o.oion o6 a .ou.dde.n in.c.Jtea.oe in the magn.Uu.de 

ofi in..otab.{LL:ty. Sinc_e in a .ohoftte!t lime. P'q:~U_od the e.nnec.t.o on the..oe fiou.Jt ye.aM 

(i.e. 1967-68 to 1970-71) ..u, uke.iy to futoftt the pidu.Jte. the!te.fioJte. in th..<A c.a.oe 

we. u..oe the. p!te. 7965 - po.ot 7965 pe!Uod..<Aation to Mgu.e that the!te wa.o a highe!t 

degJte.e. ofl in.otab.{LL:ty ,Ln. the. iate.Jt pe!Uod, a.o.ooUated wUh a fughvt !tate o{J gJtowth. 

Pu.buc. inve..otmmt h1 e.iedtU_c_Uy ga.o and wate!t whic.h ac.c.ou.n.t.o 6oft aimo.o':t 

e.n.U!te.iy the. totai inve..otmen.t made. in. tw .oec.to~ ..<A htnJtMtftu.du.Jtai in. n.atu.Jte. 

Above we. .oaw that though the .ohMe. ofi .oe.c.ondaftlj .oe.c.toJt in totai pu.buc_ 

inve..otmen.t had inc.Jte.a.oed _that on maYLUfiac.tu.Jting fie_U both wUh.in the. .oe.c.onda!ty 

.oe.c.toJt a.o will a.o the. totai pu.buc. .oe.c.toJt htve..otmen.t. The Jtea.oon fioJt tw a.o 

Tabie. 5. 8 .ohow..o ..<A the. .ou.b.ota.n.tiai ,Lnc.Jtea.oe h1 the wughtage. ofi e_ie_c_;ttU_c_ity 
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gc~ and wat~ ~~do~ in publi~ ~~do~ n~om 10% in 7960-67 to 22.5% in 1981-82. 

In fiad, th~ ~~~ W~ in th~ af.to~ation ofi g~oM invv..tmmt in ~~~ondahy 

~~~to~ h~ b~~n ~on~~n~~d in el~~~y, g~ and ·Wat~ wh~~ ~ ~h~~ h~ 

in~~~~ ~d n~om 29% to 50% d~ng th~ ::two d~~adv... ww.~ th~ ~h~~ ofi el~~Uty, 

g(U> and wat~ inM~~d ~~~u.£aA£.y within th~ ~~~ond~y ~e.do~ it w~ not ~o within 

pub.ti~ ~~do~ ~ a who£.~. Th~ ~elativ~ af.to~~on ofi el~~~y g~ and wat~ 

+n pubu~ ~~do~ g~oM invv..tment in~~~~d till 1970-71, th~~afit~ a ~~g~t~~d 

a ~ h~p n a.tt till 1 9 7 3- 7 4 and the. VI. ~ ~ h~~ again inM~~ ~d :tAYY.. 79 8 1 - 8.2 • It 

~ iVIt~v..Li.vtg to not~ that th~ mov~m~nt ivt th~ ~h~~ ofi el~d~Uty, g~ and watVL 

Wah ~ouvu~VL ~y~li~ai- to that o 6 manufia~ng within total publi~ inveotment ~uggeoting 

tf1at the ,tJ.'.JO !.JedoM ~ompete flo~ ~e!.JOM~e-6 and that in :the latVL p~od Ue~Uty, 

0~ and wat~ ghcit'.J at the exp~VI.!.J~ ofi manufiad~ng.: .. . , '-",, 

U~~~Uty, G~ and Wat~ ~ th~ only ~~do~ that J.Jufifi~~d a p~~t~nt 

invv..tm~nt ~utba~k. d~VIg th~ plan holiday whi~h w~ ~onLmu~d ~v~n d~g th~ 

fioM:th plan. Th~ ~~ on g~owth ofi invv..tm~nt in el~~~ity, g~ and wat~ 

J.J~~to~ Wa..6 12.16% whi~h de.uine.d to 1.40% d~ng the. plan hoWay. The. 6ou.Jtth 

plan a.t!.Jo WM a p~od ofi ~tagnation in invv..tme.nt when it g~w at 1.85% p~ . 
annum. It w~ duhing the. ninth plan thtd the. e.M.tiVL ~e.nd w~ Aeoto~e.d and a 

g~owth ~e. on .12. 30% p~ annum w~ attained. In the. ~ ye.aM on the. ~ixth 

plan th~ g~owth ~e. h~ be.m ov~ 8%. Th~. hate. ofi g~owth ofi invv..tme.nt d~ng · 

the. p~e. 7965 p~od WM v~y high, about 18%, but tw doeo not give. the. ~oJUte.d 

pictM~ b~~au~~ th~ -QigMeo ~~to a .t~g~ ".,x...t~nt futou~d by th~ ~maf.t b~e. 

ov~ whi~h th~y ~~ ~a.t~u.tat~d. Tw ~gume.nt ~ vaUdate.d in we. .took. at Table. 5. 2 

whi~h. ~how~ that th~ g~owth ~~ d~g 7960-67 to 1970-71 whi~h WM 8.42% p~ 

annum - .tow~ than what w~ a~hi~ve.d d~ng 7970-77 to 1981-82 wh~n a ~o.oe. at 

9.06% p~ annum. 

AJ.J th~ tab.t~ below ~how~ th~~ h~ b~m no· ~-<_gn)_fii~ant ~hang~ in th~ patt~n 



Pe.!Uod 

1960-61 7965-66 

7966-6 7 - 1981-82 

1960-61 1981-&2 

1960-61 1970-71 

1971-72 1981-82 

Thl!td Pia~ 

Plan Houday 

FouJt:th Plan 

F i(;.th Plan 

Sixth Plan 
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Mean at) A~~ual sta~dand Vevi-
gJtow.th Jtite ilia~ at) A~~al 

GJtow.th ILa.teA 

24.168 22.675 

7.120 12.51 

11 • 1 79 17.161 

14.766 20.076 

7.979 13.173 

24. 168 22.675 

-2.293 6.336 

5.338 9.6224 

13.562 16.8740 

8. 77 0.9579 

Coet)t)iueM 
at) vcuU...a.tio~ 
at) A~~ual 
gJtow.th tw;teA 

0.9382 

7.7579 

1.5351 

1. 3596 

1. 6635 

0.9382 

-2.7629 

1.8026 

1.2442 

0.7092 

at) iM;tabiU.ty, .though .the~te i-6 a -6ugh.tfy higheJt .tlv.,.tabiU.ty in .the la..teJt peftiod 

p!tima.Jtily bec.aU-6e at) an eftJta.Uc. inveA.tmeM a.Uoc.a.Uon du.Jl..,[ytg the plan houday. 

1\-6 we men:UMte.d above apa.Jt.t t)Jtom manut)ac..t~g and elec..tftic.J;ty gM and 

wa..teJt, .the. -6e.c.ondcUUJ -6ec..toJt wo c.ompWe/.l at) c.on-6.tftuc.tion. The -6c.ope t)oJt pubuc. 

inve/.l.tmm.t in c.oM.tftuc..tion i-6 ex.tftemely .t.<..mi.-ted M i-6 Jtet)lec..ted by the magnitude 

at) inve/.l.tmem made in .thi-6 -6ec..toJt. The Jtefilive a.Uoc.a.Uon at) pubuc. inve/.l.tmeM 

in c.oM.tftuc.tion hM ~c.JteMed t)Jtom 0.6% in 7960-67 .to 1.6% ~ 1981-82. Wit~ 

the. -6ec.onda.Jty -6ec..toJt ill weight ha.-6 Jtem~ed c.oM:tan.t a.Jtound 3. 5%. 

The ab-6olu.te mag~ilude at) i~vel.l.tmeM ~ c.oM.tftuc.tio~ b~g -6ma.U c.oMeqlieMfy 

the www.th Jta..te/.l (pa.Jttic.cd.Mly yea.Jt .to yea.~t) Jtegi-6.te~ted a.Jte veJty high a~d t)luc..tua.Uve 
' 

Jta.nging t)Jtom -90% .to +]25%, M c.an be -6een t)Jtom Table 5.9. Unlike aU o.theJt -6ec..toM 

.1 



105 

wvuc.h Jte.c.uve.rl a c.idbac.k. J..n. J..n.vv..tme.n.t dU!U_n.g the. plan. holiday' J..n.vv..tme.n.t J..n. 

c.ovt.6Vwc.tiovt Jto-Oe. at a c.ompou.vtd avtvtu.c.d. !tate. ofi '2.1. 06% J..n. that pe.JtJ..od. The. 

fiou.Jtth avtd fiJ..fith fiJ..ve. ye.M pian. weJLe. :the. pe.JUod.J., ofi -Ofow gJtowth fioJt J..n.vv..tme.n.t 

J..n. c.ovt-Ot!tu.c.tiovt. Bid d~g the. ,oJ..x:th pian. d ha,o pJ..c.k.e.d u.p agam, gJtowJ..n.g at 

a ~de. ofi 35.66% peJL an.n.u.m. 

The. magn.ilu.de. o{l, J..YI.-6tab;{L():y on J..n.ve.,otme.n.t m c.on.-6bwc.tion. hM be.e.n. hlghe.Jt 

than. J..vt mMt o {1, the. othe.Jt -6 e.ctoM. The. c.o e.fi fiJ..ue.n.t o fi va.!Ua;t;_on. on :the. an.n.u.ai 
ot) . 

gJtowth Jtate.,o.[Ln.vv..tme.n.t J..n. c.on.-6bwc.tion. wa,o 3. 721 ovVr. the. pe.!Uod 196 0-6 (to 

1981-8'2.. Ivt the. pe.!Uod 1960-61 to 1970-71 M~oc.J..a:te.d wdh a gJtow:th Jta:te. ofi -0.45% 
•i 

pe.Jt an.n.u.m wa,o a fowe.Jt fe.ve.f ofi J..YI.-6:tabilily M Jte.nfe.de.d by the. c.oe.nnJ..ue.n.t ofi 

va~on 0. 90 3 7. Bid dU!U_n.g the. ~ e.c.on.d de.c.ade. a rugheJL gJtow:th Jta:te. o 6 '2.1. 94% 

M e.an. o n An.n.u.af S:tan.da!td V e. v ;_- Coe.fifiJ..ue.n.t ofi 
Pe.JtJ..od. gJtow:th Jta:te. a:t.io n. o 6 An.n.u.af va;~on. on 

gMwthJta:te. An.vtu.a£ gJtowth 
Jta:te. 

1960.:61 1965-66 16.954 15.3'2.'2. 0.9037 

7965-66 - 1980-8'2. 50.48 181.'2.6 3.568 

1960-61 - 1970-71• 3.497 35.880 10.174 

1970-71 1981-8'2. 69.49 '2.15.7 3. 1 0 

1960-61 1981-8'2. 4'2..74 159.05'2. 3.7'2.1 

Pian. Houday 13.61 21.617 1.58 

F o u.Jtth P fan. 113.3'2.'2. 308.13 '2.. 719 

F J..nth Pfavt '2.6.758 52.403 1. 9 5 

SJ..x:th Pian. '2.3.856 48.569. 2.035 

wa,o aMoc.A_a:te.d wah a hlghe.Jt de.gJte.e. ofi m~:tabilily, c.oe.nfiJ..ue.n.t ofi va.!Ua;t;_on. 

bung 3.568. 
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The_ ;(Juuu po!Lt, c.ommu.I'Uc.a.tion and .:tM..de_ .6 e_c..ton -<A divide_d .-i.JU:o (a.) Tna.n.o poJtt, 

Stona.ge_ and Commu.nic.a.tion and (b) Tna.de_, Hotel. and Re..ota.u.na.nt.o. The_ .Oonme_n, wh..tc.h 

c.ome..o c.£o.oe..ot to in-6M.otfLu.c..tu.fLe_ .oe_c..ton u.nde_n Na.tiona£ Ac.c.ou.nt.o ~tic..o c.l.a..o.oi

Mc.a.tion, _{/.) nu.!Lthe_n .ou.bdivide_d J...nto thne_e_ ..tndu..ot!Ue..o viz. (i) Ra..<.l.wa.y.o (u) Com

mu.nic.a.tion (~) TILa.n.opoJtt by othe_n me.a.M. 

The_ .oha.ne_ o6 tMn.opo!Lt, c.dmmu.nic.a.tion and :tJw..de_ .oe.c.ton ha..o be_e_n dailii'Ung 

ove_n time_. The_ .oha.ne_ whic.h wa..o ove_n 2 5% be_twe_e_n 1960-61 to 1964-65 ha..o c.ome_ down 

to about 15% be_twe_e_n 1977-78 and 1981-82. 

The_ ne_du.c.e_d pnionily a.c.c.onde_d to th-_J .oe.c.ton a..o ne..O.te.c..te.d by ill de_c_!(_e_a..oing 

.oha.ne_ -<A c.oMoboMte_d by the_ .o.tow nate_ o-6 gnowth o-6 ..tnve..otme.nt in th_{/.) .oe.c..ton. 

Ove_n the_ :two de_c.a.de..o :the_ nate_ o-6 gnowth o-6 ..tnve..otme_nt in :tJw..Mpo!Lt, .otona.ge_, and 

c.ommu.nic.a.tion wa..o 2. 70% pe_n a.linu.m. Mo.ot o-6 th_{/.) gnowth wa..o ne_c.ofl.de_d J...n the_ pne_ 

1965 pruod whe_n a gne_w a.:t a. fta:te_ o-6 mane_ than 12%. 

It -<A e_.o.oe_ntia..t to .oe_e_ how mu.c.h o-6 th_{/.) de_cl...tne_ wa..o .ou.-6-&e_ne.d by the_ in-6M

.otnu.c.tu.M.t c.ompone.nt o-6 the_ .oe_c..ton. Sin.c.e_ a ha..o be_e_n. widel.y Mgu.e_d tha.:t in{Jna.

.otnu.c.:tu.ne. wa..o the_ woMt hit o-6 a..t.t .oe_c..toM by the_ .o.tow down. J...n pu.bUc. in.ve..otme.nt, 

we_ .oha..t.t ne.c.£a..o.oi{Jy the_ indu..otnia..t c.a.:te.gonie..o to ge_:t the_ J...nve..otme.nt.o in. the_ 

in{J~La..otnuc..tu.M.t .oe.c..toM. In. addition to the_ :tJw..MpoJtt, .otona.ge_ a.n.d c.ommu.I'Uc.a.tion. 

(c.ompwin.g o-6 RCLU..wa.y.o, :tJw..n..opo!Lt by othe_n me.a.n.o, a.n.d c.ommu.I'Uc.a.tion.) we .oha..t.t 

ta.k.e_ el.e.c..tnic.ity, ga..o an.d wa.:te_n .oe.c..ton an.d the_ mJ...n.{ng a.n.d qu.a.Mying .oe_c..ton. 

Ah.tu.wa.Ua. ( 79 8 4) ha..o a..t-6 o ne.cl.a..o.oi{Jied the_ .o e_c..toM give_n J...n Na.tion.a..t Ac.c.ou.nt.o 

~tic..o to a.M..tve_ a.:t the_ inn~LMtnuc..tu.M.t .oe.c.ton. Though .ohe_ c.oMide.M na.ilwa.y.o 

a..o a. pa.!Lt o{J in.{Jna..otnu.c..tu.ne_, :tJw..Mpo!Lt by othe_n me.a.M i.e n.ot ta.k.e_n to be_ a. pa.!Lt 

o6 in.6na..otnu.c..tu.ne, the_ logic. o6 whic.h -<A n.ot cl.e.a.n. A.6 Ta.b.te_ be-tow .ohow.o the_~te_ 



y e_afl.. 

1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
7965-66 

7966-6 7 
1967-68 
7968-69 
1969-70 
1970-71 
7977-72 
7972-73 
1973-74 
1974-75 
7975-76 

7976-77 
1977-78 
7978-79 
1979-80 
1980-81 
1981-82 
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Ue.c..:tJU...c..ily MiMng 
Ra.£walj Gcu. avLd and 

wa:teA QUMh..lj 

280 185 47 
345 308 48 
468 355 73 
531 445 98 
524 444 103 
452 506 67 

. 312 456 112 
283 444 88 
240 469 66 
789 535 86 
251 640 84 
281 625 90 
305 6 21 729 
270 596 765 
237 617 168 
243 902 293 

203 906 390 
238 1025 371 
273 1071 336 
327 1166 356 
415 1254 454 
438 '1378 561 

T Jr..aiU po h..:t To :tal. 
.o:toJr..age_ & In6Jr..a-
Commun..{_c..a- .o:th..u-
tionlf c..:tUJr..e. 

372 604 
46 3 819 
584 1012 
676 1219 
679 1226 
601 1174 

522 1090 
460 992 
445 980 
385 1006 
571 1235 
545 1260 
690 1440 
597 1358 
611 7396 
679 '1814 

679 7975 
62° 2025 
70":J 2112 
713 2235 

' 834' 2542 
838 2777 

A:t CoJU:tan:t P!U...c..eo 

( R6 • C.twh..eo J 

ShaJr..e. in 
To:ta£ 
Inveo:t-
me_n:t 

33.07 r 
45.57 l 

. 46.40 I 43.77 50.35 I 
46.00 I 
41.25 I 

42.34 I 
37.64 I 
40.88 I 
42.39 r 
44.53 I 41.32 
42.61 r 
45.93 I 
36.32 I 
39.69 I 
40.92 f 

38.92 I 
48.39 I 43.7 42. 13 I 
42.09 I 
45.32 I 
45.35 I 

Pwn-w~e_ GJww:th Ra:te..o. o{j Inve.-6:tme.n:t -Cn rn6.trM:tfuic..:tu.Jz.e_ 

Thlh..d Plan 
Plan Holiday 
Fouh..:th Pwn 
Fi{j:th Pwn 
Six:th Plan 

.Ra:te_ o{j Gh..ow:th 

9.72% 
-5.31% 

7. 53% 
9.38% 

10.85% 

{ CoJU:tan:t PJU...c..eo J 
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hM be.e.vl no .tfl_e_nd de.dine. in the. .6hevte. on Inf/r.Iu,butc_:tWte. whic.h hM In 6ac_;t 

In~e.c~e.d &~om 33.07% in 7960-67 to 45.35% in 1981-8Z. Be.twe.e.vt 7960-67 and 

7965-66 the. ave.~ge. .6hevte. on in6~butc_:tWLe. waJ.J 43. 77, wfUc.h in the. 6oR.1.ow,i_ng 

de.c.ade. de.c.f_ine.d .oughte.y to 41.56, and again ~e.ac.he.d 43.75 th~e.ant~. He.nc.e. 

the. cvr.gume.nt no~cvr.de.d by Ahtuwalia that th~e. WM a 7% point de.iline. in the_ 

.ohcvr.e. on inn~.tn_uc.tWLe. be.twe.e.n 7960-67 to 7965-66 and 7966-67 to 7975-76 doe..o 

not .o e.e.m to be. c.oMe.c.t. The. di.oc.~e.panc.y .in .the. ~e..o!LU6 c.an be. poMib.f..y ~bute.d 

OWL cvr.gume.nt i-6 a.f...oo .oub.otantiate.d by .f..ook.ing at the. c.ompound Jt.ate..o on 

g~owth on inve..otme.nt in the. Inn~.tn_uc.tWte. .oe.c;to~. Exc.e.pt dWLing the. p.f..an holiday 

when inve..otme.nt in thi-6 .oe.c;to~ de.c.f_ine.d at a ~e. on 5. 3Z% p~ annum, the. ~e. on 

g~owth ha.o be.en c.ol1.6i.ote.nily high. In the. tfUM p.f..an it gJtew at a !tate. on 9. 1 Z%, 

in the. noWtth ptan at a !tate. on 7.53%, in the. ninth ptan at a ~e. on 9.38% and 

in the. initiat ye.aM on the. .Oixth ptan the. !tate. on gJtowth hM be.e.n 10.85%. 

-<..n 
I11.6tability in c.apitat noJtmationj_.tn_a11.6poJtt, c.ommunic.ation and .tn_ade. hM be.e.n 

c.o/1.6.-U.te.nily high M c.ompcvr.e.d to the oth~ .oe.c.toM. The. magnitude on -<-11.6tability 
be.e.n 

ha.o fin the. Jtange. on 360 - 400% th!toughout. A.6 .we. .oe.e. be.tow, thi-6 -<-11.6tability i-6 

p.ltimattil_y due. to an e.x.tn_e.me.ty n.f..uc.tuating Inve..otme.nt aUoc.atioVl.f. pWL.6ue.d with 

Jtigcvr.d to t.Jtade. .oe.c.toJt. 

Within thi-6 .oe.c.toJt -<-.e.. t.Jtari.opo.ltt c.ommunic.ation and t.Jtade. the. .oe.c.toJt that 

ha.o boJtne.. the. bJtu11t on the. i11ve..otme.nt c.utbac.k i-6 tr..aLe.waij.o. Thi-6 be.c.ome..o evident 

by took.ing at it.-6 .6hevte. within .tn_a11.6po.ltt, c.ommunic.ation and t.Jtade. whic.h hM 

de.c.une.d 6~om 7Z.18% in 1960-61 to 40.66% in 1981-BZ a.o given in Tabte 5.6. In 

7976-77 the. .ohcvr.e. on ~ay.o wa.o a.o .tow Ct.6 75%. The. .ohcvr.e. on ~ay.o ha.o be.e.n 

de_c.f_inin{ng at a c.ompou11d annuat Jtate. on -4.39 p~ ye.cvr.. The weight on ~ay i11 

ov~aLt public. .oe.c.to~ inve..otment al..oo ha.o de.d.ine.d unint~upte.d nJtom about ZZ% 

i11 7963-64 to 7.Z% in 1981-8Z. 
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Th~ ~at~ on g~owth on ~nv~tm~nt ~n ~ay~ n~om 7960-67 to 1981-82 w~ 

-1.82%. Th~ plan W~~ patt~n on ~at~ on gMwth OtJ ~nv~tmmt g~v~n ~n tabl~ 

5.1 ~~v~aU that dWU:.ng th~ plan hoUday, ~nv~tm~nt ~ Jtc:UR.way d~c.Un~d ~n ab~oltd~ 

mag vr.J/tud~ at a ~at~ on - 1 3. 11 % p~ annum. Whil~ th~ t~a and n oMth pfaM w~~ 

p~oM on ~t~ady g~owth, ~n th~ n~nth pl~ ~nvutm~ ag~n ~lo<V~<i.' down to a ~~ 

o{J 2. 62% p~ annum. Howev~, -iJ1 th~ ~~: y~aM on th~ ~~xth plan an unp~~c.~d~nt~d 

gJtow.th !tat~ at) ov~ 14% p~ annum h~ b~~n ac.M~vw. 

Th~~ ~ thM ov~hdrrU_ng ~v~dmc.~ to th~ ~nn~c.t that th~ g~oV!th on pubUc. 

~nvutm~nt ~n. ~tway~ ~lo~JJ~d down. ~~gn.~n~c.an.ily ant~ m<_d ui LL(!/.). How~v~ a 

~~~~ to hav~ b~~Yl. tafz~n. no~ g~an.t~d that t~ ~low down. W~ th~ c.aM~ Jtath~ than. 

th~ e66~c.t o{l ~n.dl.J..J.:J~af ~tagn.~on.. -G~v~n. th~ plan. poUc.y, outtin.~d t~oughotd 

th~ plaM, OtJ att~mptin.g :to C.OO~~nat~ th~ p~ogtiammU on ~ay d~vdopm~ wah 

p!!og!U<mnie.h o{J ~Yidu).):tJ"Ual d~vdopme.n.t th.{).) p!t~umption. c.oufd b~ qu~tion.~d. To do 

t~' OYI.~ n~~M to look. ~nto th~ c.w~ an.d m~hod on ~n.vutm~n.t aUoc.~oM ~ 

:t.M1upo~ ~n. gm~ an.d ~way~ ~n. pa.Jl.tic.ufM. 

Invutm~n.t ~Yl. UaMpo~ d~vdopm~ ~ Yl.~C.U~Mily b~~d on. U~at~ on 

th~ add~on.a£ ~~q~~~Yl.U no~ ~ac.h mod~ on UaMpo~. Th~ Plan.Mn.g Comm~~~on. 

h~ :UU__~d to mafz~ ~uc.h ~timatu nQ~ ~ac.h on th~ n~v~ y~ pfaM. Th~ typ~ an.d 

c.ov~g~ OtJ data, th~ gm~ ~~M ~~oNat~d Wah d~an.d U~~OYI. an.d 

c.han.gU ~Yl. {Jac.toM ~~n.g th~ d~man.d nunc.tion. malz~ U an ~X~W~ bu~ wah 

a n.umb~ o1) p~obl~~. N~v~hdu~ th~y do p~ov~~ a b~oad ~dM on. wh~C.h ~v~t

m~n.t plaM M~ bM~d. V~OM c.ommoddy u ~po~ ~tu~u dMUn.g wah th~ 

volume. o6 p~oduc.tion. on ~66~~nt c.ommo~u (~.g. c.oaf, c.~~nt, ~n.-o~~~ ~~

~ton.~, p~ol~um, o~ p~odu~, 6~z~, 6oodg~, jut~, ~ c.otton., ~b~ 

~c..) by th~ ~n.d o6 a tMg~ y~ an.d th~ va.Jt..iol.J..J.:J modu o6 UaMpo~on. ~~q~~d 

by MC.h OtJ th~~ c.ommo~U ~ ~0 thW ~hM~ on th~ c.ommoddy no~ UaMpo~on.. 
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Suc.h de;tcU.i_ed te.c.hn.ic.al and e.c.onom.{_c. .otud_,te.--6 Me. beh.{_nd the pfte.--6entilion.o on the 

MLi.mnfM or) adcU;tA.OI1af tJtan.opoftt ftequ.{_Jtement.o .{_n eac.h on the 6.{_ve ljeM plan.o. In 

c.cu e o 6 .fl..CUeway.o the main aim ha.o been .o peu6.{_c.aUy to matc.h the t!tan.o poftt c.apailly 

to the gftow.{_ng t!tan.opofttcvt{_on demand. The Ffut Plan!....! made c.leaJt ill .{_nabilay 

to e..o:tLmcd:e pfte.c..{_.oef_y the. fte.qu.{_fl..eme.nt.o o6 the ftailway.o in fte.--6pe.c.t o6 ill. add.{_;t..(_onal 

demand.o that might be. made on them but the Sec.ond Plan!! made an attempt to _,tn;tegftate 

the ad~ona£ ofl...{_g_,tnating t!ta6 6_,tc. 6oft the ftailway.o at 6 0. 8 milUon ton.o •taking 

ac.c.ount on pa.o.oenge!t and c.ommod_,t;ty demand .oepeftate.ly. The th.{_Jtd plan~1made mofte 

de;tcr.il.e.d e.--6Umate.--6 o 6 the ad~onal tftan.o poftt ftequ..{_fteme.n;t,;~ ba.o ed on the. pJtoduc.;t.{_on 

taftge.t.o, pftopo.oed ·loc.ation o6 the pftoduc.;t;_on uM:t.o patteJtn.o o6 movement o6 c.ommo

rl.J.A:{_e.--6, and c.oMeta..t.<.on. between pnoduc.tion and 6ftught t!La6M.c.. The ofl...{_g_,tna;t.{_ng 

. t!tafi{J.{_c. wa.o e.--6timate.d to .{_nc.fte.a.oe duft.{_ng the th.{_f[d plan by 97 m.{_U.{_on tonne.--6 ;_.e. 

59%.· The .fl..CUeway .{_nve.--6tme.nt.o made. Wefte ba.oe.d on the.--6 e c.alc.ulation.o. S.{_milaJt 

e.xeJtwe wa.o c_aJtJt.{_e.d out 6oft the fiou!tth pfu11 and the. add.{_Uona£ ofl...{_g_,(_yta;t.{_ytg tJta6fi.{_c. 

6oft the. plan pe!tMd WM e.--6timated at 61 milUon tonne.--6 ( FFYP p. 340-41 l.!_E_/ But afiten 

a m..{_d te.Jtm appftai.oal!_!_! _,tn 7'977 ( Fou!tth Plan M_,td te.Jtm App!tai.oal, VoL II; p. 173 l 

the t!ta66ic. 6ofte.c.a.ot 6oft 1973-74 wa.o Jteduc.ed nftom· Z65 mitf..{_on tonne.--6 to Z40 milUon 

ton.n.e..o whlc.h mean.t a .oub.otan;t;_af Jteduc.;t;_on .{_yt the ofl...{_g_,tnally e.--6;t;_mated ad~on.a£ 

ofl...{_g.{_nating t!ta6Mc.. T~ wa.o done .{_n ught on the. ac.tua£ d.{_m.{_nution .{_n fiJz.ught 

tna6fi.{_c. nftom Z08 milUon. tonne..6 .{_n 7969-70 to 799 milUon toVl.YLe.--6 .{_n 

7. Ffut f.{_ve YeM Plan, P.466-467 

8. Sec.on.d f.{_ve YeM Plan, P.464 

9. Th.{_ftd f.{_ve YeaJt Plan p.54Z-543 

10. Fou!tth f.{_ve. Ye.aJt Plan. p.340-341. 

11. Fou!tth Plan M_,td Te!tm Appft~al, Vof.II; p.173. 
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1970-71.I!I ~~c~y on the b~~ o{J phoduction tahg~ the Fi6th plan 

el.lUmate.d additional ohiginating thafJfJ.{_c_ / ·: le.M than the. thihd and {JoMth 

plan 

ThM 6M oUh fuc.M.oion o{J .{_nveotme.vrt .{.n hail.way.o indic.ate thai the.he w~ 

n11 Jnc_hriiM. pf.a11vJe.d ..tn the hail.way uafl Me. {JacJLi.;tie.o to be made av~able.. Now 

.{;t: /.o Jmpo!!;f:a11t :to c.oMJdrJt. whe..:t:hell. th-f/.) W~ c.ommen.oUhate wah :the ghow..tng demand. 

We. del.lc.ll--i.bexf nbove_ :the. me;thodof.ony adopted ..tn e.ot..tm~ung :the :tahg~ {Joh 6hugh:t.o 

and pcUl.oe.ngM thafJ{jic. undM :the. pfan.o. The ac.:tua.t .{.n.CJte.~e.o .{.n good.o and p~.oengeM 

c.~e.d {Jhom plan p~d to plan p~od cvr.e .ohown b.elow. 

The. below :table .ohow.o that fJhom 1950-51 :to 1965-66, both good.o and ~.oe.ngeM 

thafJfJic_ .chow a w.{.ng :thend, bu:t .o.{.nc_e 7965-66, :thMe. h~ be.en a .o.fac.lzen..tng ..tn 

demand ~ ..tndic.ated by 6iguhe.o. Ohiginating tha66ic. in good.o w!Uc.h ..tnc.h~ed {Jhom 

94 miffion tonne..o .{.n 1950-51 to 204 m~on tonne.o in 1965-66 dimi~he.d to 198 

trU.lliovL tonne..o ..tn 1971-72. The. hate. on inCJt~e. .{_yt :the volume. On good.o :tM{J{jic., 

p~.oengM tha66..tc.' ohig..tnating, and p~.oengeJr. Wome:teM, af.oo .ohow a Ve.hlJ mM/ze.d 

de.c_f;_ne. a{J:te.h 1965-66 heve.h.oing the :the.nd o6 phev~ou.o 6i6te.en ye.ah.o. The ~e 

.{.nc.he.~e. between 1950-51 and 1971-72 .{.n the ohigina;t.{.ng good.o :tha{J{J..tc. by 104 

miltion tonnel.l, 73 ou:t o6 :the. to:tci.£ incJuzMe- by about 89 b~ontovme. Wome:teM 

12. The. Mgume.n:t.o ptd. 6 ohth above. Me .oub.oto ·tn:te.d by a phivate. c.ommun..tc.ation 
hec.eived by J. Toye {Jhom L.K. Jha w!Uc.h he quote.o in ~ boolz. I:t .oay.o 
"In 796 7, L K Jha then head o{J the P~e. fl..{,(n~:teM Se.c.Jte.tcvr..{_a;t .ouc.c.e.e.de.d 
in peMuading both the. Phime. MinMtM arrl the. Fincin.c.e. fvk~te.h that it 
w~ del.litw.ble. that Railway Bocvr.d .ohoufd plac.e additional ohde.h-6 {Joh c.apilaf 
equipment. Bu:t the. gove.Mmen:t.o .ougge.otion. to t~ end w~ .ouc.c.e.o.o {JuUy 
hU~te.d by :the hallway Bocvr.d. I:t.o cvr.guernen:t.o wa.o that the ex~tin.g .otoc.lz 
wa.o not then {JuUy ~ed and that additional inve.otment w!Uc.h mMely 
adde.d :to the. an. ex~:tin.g .OUhplu.o o6 equipment would not yield e.x:tha he.ven.ue 
cmd thM woui.d c.on.t.Jr.a.cUd i:t.o obugci.tion. :to ac.:t a.o a c.ommMc.ia.t un.deh.ta!zin.g" 
Toye. (1981), p.136 
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on good~ tnflnni~ a~d 905 out on ~he ~~~e by 1143 mittio~ p~~~g~ onigi~~g 

have ~aR.e~ pfa~e be;twee~ 1950-51 a~d 7965-66. 

1950-51 7955-56 1960-61 7965-66 7969-70 7977-72 

1 • RcUhvay Route f~g~h ( Km~ ) 54,845 55,902 56,962 59,061 60,138 60,275 

2. Railway Roffi~q S~o~R. i~ 
SeJLv,i..~e 

a. Lo~omotiv~ (000) 8.6 10.7 11 • 8 11 • 2 

b. P~~e~gVL CcvuU._VL (000) 15 21 24 26.9 

~. Goo~ Wagcm (000) 213 311 373 384 

3. Goo~ CCUl.JU._ed 

a. On~g~~~g ~anni~ (MT) 94 117 158 264 209 798 

b. Volume on tAanni~ (BT Km~) 44. 16 59.64 87.76 117.0 128.3 133.3 

I . 
,4. P~~e~gVL~CcvuU._ed 

I 
I 

I 

a. P~~e~g~ onigi~~~g (Mi) 1,308 7,297 1, 164 2,213 2,357 2,451 

b. P~~~geJL Kilomd~ (Bi) 67.1 62.9 7 8. 1 96.8 113.7 125.5 

SoWt~e: cso . ~i~ S~tic.-6 and Indian Railway~ (YeM. Book) 

The exp.ta~~o~ nOlL ~he above ~en~ J./.:, obvioui,.ty ~o be_ ~aug~ i~ ~he_ ~.to~e_ 

!Ld~oMhip be;twe~ ~d~~ g!LoW~h a~d de_ma~d nofl. fl.aifway ~Mpou. About 

70% on ~he i~~!L~e i~ fl.aifway ~nni~ ~~ip~e_d nofl. 7956-67 and 80% on ~h~ 

anti~p~e_d nofl. ~he pefl.iod 7967-66 w~ a~~o~ed nofl. by ~he devdopme_~ o6 ~oa.e., 

i!Lo~ o!Le and ~em~. The ~.taC:R.~i~g ~ demand ~~~e_ 796 5-66 a~d ~he inv~~m~ 

~utba~~ ~ ~how~ above may be ~he e66ed ·o;j ind~~ ~Wg~a:.tion. ThM ~~on 

would ~ugg~~ u~d~z~on, ex~~~ ~apa~ily and ~oMeque~ hnpad on 6uUheJL 
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Molt e. impoflA:an:t than the. tote!£ inve..6:tme.l1t aLe.oc.ation, whic.h c.e.Ua..&tf.y would 

· have. had an impac.:t on :the. de.ve.lopme.n:t at) the. induJ.J:t!ttj and !LCUhvay.6, WM the. mL6-

aLtoc.ation at .6ubM!_c.:totu:J.£ le.ve£. He.aJ::e.y!.l_/ hM .6hown by a de.:taile.d anafy.6i.6 at) 

inve..6:tme.11t in IncU..an Railway.6 that the. :t!taMpoJt:t .6:tJtain.6 in the. mid .6ixtie..6 We.Jte. 

e..6.6e.vttiilly due. to uVl..6:tc{ble. :t.{.ming at) inve..6.tme.n:t e.xpe.vtdilu.Jte. with Jte.t)e.Jte.nc.e. to :the. 

ba.tanc.e. be.:twe.en wagon c.apac.ily, loc.omotive. c.apac.ity, and tine. c.apac.ily. The.Jte. 

have. be.e.n oc.c.MioM whe.n :t!tac.tive. e.UoflA: hM be.e.n hivtde.Jte.d by lac.k. at) loc.omotive..6 

:though :the.Jte. WM e.xc.e.-6.6 wagon c.apac.ily. Thi.6 lUnd at) e.xpe.Jtie.nc.e. .6ugge..6:t.6, the. mi.6-

alfoc.ation at) t)und.6 Jta:the.Jt tha~ lac.k. at) t)u.nd.6. 

Within the. :tMVl..6poflA:, c.ommunic.ation and :t!tade. .6e.c.toJt afj'_ o:the.Jt induJ.J:tJtie.-6 

apaflA: t)Jtom Jtailway.6 hqwe. inc.Jte.Me.d :thw .6ha!te.. Commuvtic.ation at a Jtate. at) 7.12% 

pe.Jt cmnum be.:twe.e.n 1960-61 and 1981-82 inc.Jte.Me.d ill wugh:t within the. :t!taMpoflA: 

c.ommunic.ation and :t!tade. .6e.c.tM t)Jtom9.358 du.Jting 1960-61- 7964-65 to 19.542 

du!Uv19 19 77-78 - 797 8-8 2. The. plan wi.6 e. gJtow:th Jta:te..6 .6how that c.ommunic.ation ha-0 

be.e.n :the. t)M:te..6:t gJtoWing .6e.c.toJt, but be.c.aMe. at) ill .6mill WUgh:t doe..6n 1 t ge.:t 

Jte.{-,le.c.te.d e.i:the.Jt in :the. :t!tan.6po!t:t, c.ommunic.ation and :t!tade. .6e.c.toJt oft the. ove.tu:J.£.t 

public. .6e.c.toJt. {Table. 5.6) 

T JtaVl..6 po!t:t by o:the.Jt me.aM i.6 ano:the.Jt .6 e.c.toJt whe.Jte. :the. gJtow:th Jtate..6 have. 

be.e.n wide.ly t)luc.tuating t)Jtom +40% to -25%. CoMe.que.n:t upon :thi.6 patie.Ju1 of, gJtow:th, 

ill.6hMe. aao hM be.e.n t)f_uc.tuating. It .6hMe. in public. inve..6:tme.nt inc.Jte.Me.d {-,!tom 

3.5 in 1960-61 to 8.6 in 1972-73 but :the.Jte.a{-,:te.Jt it hM de.c..tivte.d and in 1980-81 

ill .6 hMe. Wa.6 le.-6.6 than what il WM m 196 0-61 • Howe.ve.Jt within :t!taM poflA: c.ommuni- . 

c.ation and :t!tade. ill .6haJte. hM inc.Jte.Me.d c.oYl.6ide.Jtably t)Jtom 12.866 du.Jtivtg 1960-61 

to 7964-65 to 32.88 du.Jting 1977-78 to 1981-82. To :that e.xte.n:t one. c.an .6ay it hM 

13. J.M. He.a.te.y: The. Ve.ve.lopme.n:t at) Soc.ia.t Ove.Jthe.ad Capi:ta.t in India{1965) 
c 
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Fin em c. e. Commun.ily and PeM anal SVLvic.v.,: 

Tw .o e.c;ton wruc.h c.o mpw v., o {j ( i) PubUc. Ad~.t..tw.,t;_o n ( li l BanfU.n.g and 

IV!..6uttanc.e. (ili l Othe.tt .6 e.ttvic.v.,. i.6 v.,.o e.n.:t<..aLey the. :teJLtiatty .6 e.c.:to!t. 

The. pnopott:tion o{j pubUc. invv.,:tme.n:t going into :thi.o .oe.c;ton c.an be.· pha.oe.d 

into :thtte.e. pe.Jtiod - 7960-67 to 7968-69 whe.n il de.c.Une.d {jttom 30.8 to 15.2, 7968-69 

to 1972-73 dutting wruc.h it inc.tte.a.oe.d to 26.1 and {jinatty 1973-74 onwattd.o wheJLe. it 

again .o:tatt:ting de.c.Uning. Tw .oe.c;ton ha.o be.e.n gnawing at a nate. o{j 3. 5% peJL annum 

betwe.e.n 7960-67 and 1981-82. The. pian wi.oe. pa:tteJLn o{j gttowth .ohow.o that iike. aimo.o:t 

ail o:theJL .oe.c;toJt.o :the. Jta:te. o{j gnow:th o{j invv.,:tme.n:t in FC & PS dttoppe.d down c.oMi

de.nabiy d~ng the. pian hoUday. Thi.o pe.ttiod o{j ab.ooiu:te. de.c.Une. in pubiic. invv.,:t

me.n:t in :thi.o .oe.c;ton wa.o {joUowe.d by a ve.tty rugh gnow:th Jta:te. o{j motte. :than 16% dutting 

the. 4th pian. Vutting the. {ji{j:th and .oix:th plan a .o:te.ady nate. o {j about 5% pVL annum 

Witrun :tw .oe.c;ton, the. .oiowv.,;t gnawing ha.o be.e.n Pubiic. Admini.o.t..tw.,t;_on and 

Ve.{je.nc.e.. Gnawing at a Jta:te. o{j 2.35% pVL annum be.twe.e.n 1960-61 and 1981-82 it.6 

.ohcUte. in total pubiic. invv.,:tme.n:t ha.o be.e.n de.c.Uning patt:tic.uianly .oinc.e. 79 7 3-7 4. 

Eve.n wilrun the. {jinanc.e., c.ommunily and pV1..6onal .OeJLvic.v., .oe.c.:tott it.6 .ohane. ha.o 

dttoppe.d .oe.c.ulaJtiy {jttom 94% in 1960-61 to 76 in 1981-82. 

M again.o:t :tw, the. :two o:theJL .o e.dott banfU.n.g and il1.6 wmnc.e., and o:theJL 

.OeJLvic.v., have. be.e.n gnawing tt~ve.iy {ja.o:teJL - the. fiottmeJL gne.w at an annual ·Jta:te. 

ot) 9. 5% wille. the. iatieJL tte.gi.o:teJLe.d a qttow:th Jta:te. o6 oveJL 10% dutting the. two 

de.c.adv.,. The. Jta:te. o{j gttow:th o{j invv.,:tme.n:t in banfU.n.g and WuJtanc.e. dtltr.in.g the. 

thittd pian wa.o 20.57%, 15.85% dutting the. {joun:th pian, 13.26%and 24.89% nv.,pe.c.U

ve.iy in the. {ji{j:th and .oix:th pian. Howe.ve.tt ili .ohane. o{j inveA:tme.n:t in total . 
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don't get n~nl~ct~d ~n total ~nvutm~nt. 

{Jnom 1.'24% .{vl 1960-61 :to 4.68% --<.n 1981-82 and that o6 oth~ .o~v~ceo nnom 4.45% 

.<..n 1960-61 to 18.55% ~n 1981-82. In.opae o{J the ~cnM.o~ o{J the n~~v~·.ohan~ 

OtJ oth~ .0 e!tV~CU and banfU.ng and ~.OWUtnce WdMn {J~anc~ commundy and p~ona£ 

.o~cton, ill .ohan~ ha.o b~~n d~run~g ~n total pubUc ~vutm~nt. 

So fiM w~ hav~ d~cu.o.o~d th~ gnowth and paft~ o{J wtabilUy at th~ 

.o~ctonafl~v~. B~non~ comm~~ng on th~ compo.oilionat changu ~ pubUc ~nvutm~nt 

b~~~n 1960-61 - 1981-82 w~ .ohall tny to d~compo.o~ th~ changeo ~ th~ gnowth nat~ 

ofJ publ~c ~nvutm~nt ~o thw .o~ctoJr..at.. .ohanu ~.~. co~bution o{J· ~ch .o~cton 

·to th~ chang~ ~n gnowth natu ofi pubUc .o~cton. 

· Fnamwonlz non Anal.y.o~ng Con~bution o{J S~cton.o: 

I.t ~ total pubUc ~vutm~nt ,Ln tim~ p.wod t; 

and It+ 1 ~ total public ,Lnvutmmt ,Ln tim~ pwod t+ 1 

S,i.nc~ 
Vl. 

It = L: 
.{. = 1 I,i.(t) ( ,{_) 

and Vl. 

It+1 L I. (t + 1) 
~ = 1 

.{. 
(«J 
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and I i(t + 1} -0., pubuc. inve.otment in .6ec.;f-,tt i in time pettiod :t1+t 

I 6 Gt -0., the Jc..a.;te o6 gttowth o6 pubuc. inve.otment in time pettiod t, 

then cv.. de6ined by (i) and (il) we c.an have: 

whette: 

VI. 

= L (iil) 
i = 1 

Vl 

Gt + 1 = L_ 9i(t + 7) wi(t +1) 
i=1 

(iv) 

= 

= 

gttowth Jc..a.;te o6 pubuc. ivrve.otment in the ith ~.>ec.tott 
in time pettiod t; 

Fttom (iil) and (iv) we have: 

VI. 

{ 9-tlt+l I w-<lt+1 I - g .u· w J.;t} G(t +1) G(t) L 
,{_ = 1 

G(t+7) - G (t) 

... (v) 

+ 
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I~ th~ abov~ ~quatio~ (vi) th~ hat~ on c.ha~g~ i~ th~ ghowth hat~ on pubLic. 

i~wJ.Jtm~~ ov~ .ou.c.c.~Miv~ ye.aM ha.o b~e.~ d~c.ompo.o ~d i~o: J...il 

= PM~ Ghowth E 6 6 ~ct 

l f w 9i(t) j l i!t+l) 

Th~ abov~ aig~bhaic. 6ohmutatio~ ha.o b~~~ M~d to ~v~ at th~ c.o~bu:Uo~ o6 

cU._n6~~vtt .oub-.O~UOM to th~ c.ha~9~ m the. hat~ o6 ghoWth on pubLic. i~v~tm~~t. 

Tabt~ 5.11 giv~ the. IJ~ah to IJ~ah d~c.ompo.o~o~ by .oub-.o~c.toM on a c.ha~g~ 

m the. ghowth hate. o6 pubLic. i~v~tm~~. The. c.ha.~9~ i~ th~ a~~uai ghowth hat~ 

ha.o be.e.~ de.c.ompo.o~d i~o the. co~bu:UoM o6 p~any, .o~c.o~dMtj, thaMpoht, c.orn-

mu~catio~ a~d thad~, a~d Fma~c.~, Commu~y a~d p~o~ .o~vic.~. 

Si~c.e. OM iM~~t li~ m toc.ati~g th~ .O~c.tohat o~gi~ o6 the. d~c.li~e. we. 

hav~ giv~~ below a .oummany tabt~ o6 Tabt~. 5. 11, fioc.M.oing o~ the. IJ~ i~ whic.h 

the. cha~ge. i~ th~ hat~ on ghowth wa.o n~gativ~. 

v~~g th~ p~od 1960-61 to 7975-76, a fiatt in th~ nat~ o6 ghowth i~ att 

lj~M.O,~xc.e.pt 7972-73 to 1973-74, Wa-6 ~ot a.o.oo~e.d with a fial£ m th~ .Oe.c.ondantj 

.o~doh. I~ 7967-62 to 1962-63 wh~~ hat~ on ghowth on public. i~v~tm~~ d~c.~e.d 

by -10.36%, 65% on trUJ.J de.~e. wa.o ac.c.ount~d by the. .o~ctoh ni~a~c.e. c.ommu~y 

a~d p~o~ai .o~vic.~. a~d about 2 5% by th~ tha!Upoht, c.ommu~c.ation a~d thad~ 

.o~doh. v~~g tw p~od th~ c.ha~g~ i~ ;t'·l)_ hat~ o6 gnowth on i~v~tm~~ i~ 

the. .o~c.o~dMIJ .o~ctoh wa.o po.oili.v~ a~d ill c.o~bu:Uon wa.o +9.23%. 

I~ p~od 2 i.e.. th~ IJ~aM 1963-64 to 1964-65, th~ c.ha~ge. m the. hat~ 

14. Equalio ~ VII d~c.ompo.o e..o th~ hat~ o 6 c.ha~g e o 6 th~ gnowth hate i~ public. 
ivtve..otmeM iMo the .oame c.ompo~e·n.:t.o. 
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Vec.ompo.o~o 11 Re.o uU:.-6 PW!..e G~Low:th Et) 6 ec.:t ( Summa.Jty o t5 Table 5. 11 ) 

[PVtc.evt:tage c.on:t!Ubu:tion at) eac.h .oec.:toiL :to c.hange )..n. giLow:th at) pubuc. Inve.o:tmen:t] 

Pe!U._od 

Yea.Jt/Sec.:toiL P!Uma.Jty 

1 • 7967-62- 7962-63 -17.89 

2. 1963-64- 1964-65 -61.75 

3. 1964-65- 7965-66 + 4.88 

4. 7966-67- 1967-68 +72.79 

5. 7 969-70- 1970-71 + 3.24 

6. 7972-73-, 7973-74 -10.90 

7. 7974-75- 7975-76 + 3.268 

8. 7975-76- 7976-77 -18.08 

9. 7978-79- 1979-80 491.03 

Sec.onda.Jty 

+9.23 

+767.29 

+53.35 

+14.59 

+12.07 

-73~45 

- 1.095 

-14.82 

-1202.30 

TILan.OpoiL:t 
CommuvU.
c.mon and 
T~Lade 

-24.95 

1.248 

-26.51 

24.23 

-124.07 

-25.59 

-100.58 

-64.27 

694. 70 

F)..n.anc.e 
CommuvU.:ty 
Pe!t.6oria-t 
s Vt v-ic. e-6 

-64.78 

-197.70 

-130.85 

-726.59 

+18.34 

-52.32 

+ 2.61 

-11.87 

-299.32 

Change -in 
:the. ~Late ot) 
GILow:th at) 
Pubuc. 

-10.36 

~ 3.28 

-16.34 

-11. 40 

-70.27 

-25.29 

-15.05 

-25.94 

- 0. 27 

ot) giLow:th at) publ-ic. -inve.o:tme.n:t wa.o -3.287%. 197.70% ot) :t~ dec.l)..n.e. wa.o due. :to 

a 6all in :the. ~Late ot) giLow:th ot) -inve.o:tmen:t )..n. t))..n.anc.e., c.omrryuvU.:ty and pe!t.6onal 

sVtv-ic.e.o .oe.c.:toit, whlc.h de.c.Une.d by -6.498%. A.o aga)..n..o:t :t~ :the. inve.o:tme.n:t ivt 

:the. .oe.c.onda.Jty .oe.c.:toiL )..n.c.~Le.a.oe.d a:t +5.49% :thVte.by c.on:t~Libuting +167.26% :to :the. 

c.hange ivt :the. ~Late. at) giLow:th ot) pubuc. -inve.o:tme.n:t. 

Sirn{}'_a.Jtly dW!..ing 31Ld, 4th avtd 5th pe!U._od :the. c.o~butio~., at) :the. .oe.c.ovtda.Jttj 

.o e.c.:toiL :to :the. ne.gmve. c.hange )..n. :the. ~Late. at) giLow:th at) pubUc. )..n.ve.o:tme.n:t have. 

I 

ll 
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In. pe!Uod 3, 26.57% on the total dec_,U_n.e in public. in.veotmen.t ha..o been 

due to a na.U. -Ln. the ttw..nopofl.t, c.ommun.-Lc.ilion. and ttw..de .oec.ton whil.e ill c.on.tJU

but-Lon. -Ln. the.5th pe!Uod w~~ -124.07%. Vec.ompo.o-Ln.g the ttw..n..opoftt, c.ommun-Lc.ilion. 

and WLde .oec.to!L 6unthen, we n-Ln.d that mo.ot on t~ dec.L{.n.e o!L-Lg-Ln.ate.o -Ln. the 

ttw..de, hotel- and ne.otautw..t c.ompon.en.t (See Table bel-ow). Thuo -Ln. the th-L!td pe!Uod 

In.ve.otme.n.t -Ln. J.Jec.ton Ttw..n..opo!Lt, Commun.ic.at-Lon. and Tnade: 

Pe!Uod: 

7.1961-62- 7962-63 

2. 1964-65 - 7965-66 

3·• 7969-70 - 7970-77 

4. 7972-73 - 1973-74 

5. 1974-75 - 7975-76 

6. 7975-76 - 7976-77 

Con;tfU_bution. at) In.dUJ.J:tJUai. CategoJUe.o 

-41.40 

-20.72 

-76.24 

-28.89 

- 8.49 

7. 7 2 

T nan..o po Jtt 
by othen 

Commun.-Lc.ation. mean..o 

-1.75 -15.70 

+ 11 • ·a 1 + 4.866 

+14.81 -35.23 

+ 3.90 70.42 

- 0.99 + 8.03 

- 1. 07 - 4.39 

Tfl..ade, 
Hotel.J.J, 
R e.otaunan.t 

+0.92 
( n.egf i.gible J 

-79.66 
(74.16%) 

-70.73 
(57.00%) 

-42.68 
(766.78%) 
-<J7.38 
(96.87%) 
-66.40 

(103.31%) 

75% o6 the c.on.tJUbution. on tJtan..opoJtt c.ommun.-Lc.ation. and ttw..de i!.J due _to a nail in. 

~1ve.otmen.t in. the ttw..de, hotel. and ne.otaunan.t c.ompon.en.t whenea..o in. the ninth 
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· peiUod ill c.o1'1VUbtdion to the. de.c.une. in iVI.ve.otme.nt WM. 57%. Apcvd t)Jtom 

.:t:Mde., hotei..o and ne.otau.ttant, JtcUi..way.o have. c.on.:tubtde.d to the. de.c.line.. 

The. de.c.ompo.oition .oc.he.ma thu.o de.cvr.1.y .ohow.o that the. de.dine. in public. 

inve..otme.nt WI 7975-76 wa.o c.onc.e.n:tiW.X_e.d within the. t)inanc.e. c.ommundy and pe.Monat 

.Oe.JLvic.e..o .oe.c.ton, and in one. fje.aJL J.1. wa.o be.c.au.oe. at) the. .:t:Mn.opo.Jtt, c.ommu~c.a.Li..on 

and t!Lade. .oe.c.ton. WdhA_n the. t!Lan.opo.Jtt, c.ommunic.ation and t!Lade. .oe.c.toJt, a majo!L 

pevz;t on the. de.c.une. wa.o due. to the. t.Jtctde., hotel. and Jte..otau.ttant.o. Thu.o a c.an be. 

· ct.~tgue.d that the. .oou.ttc.e. ot) de.c.line. in inve..otme.nt in the. p.!te. 7975 (o.Jt 7965-75) pe.Jtiod 

wa.o e.M e.ntiaUy the. te.!Ltia!Ly .o e.c.toJt i.e.. .:t.Jt: d. e., ho.tei..o and Jte..otau.ttant.o, Public. 

Admini-6/t!Lation, BanfUYlg and In.ou.ttanc.e., and otheJz. .OeJz.vic.e..o. 

UnliR.e., p.JtioJt to 7975, at)te.JL 7975 whe.ne.ve.JL the.Jte. ha.o be.en a c.td bac.R. in 

public. inve..otme.nt, .oe.c.ondaJLy .oe.c.toJt inve..otme.nt ha.o ai.oo de.c.Une.d. Vu.Jting ;thj_.o 

nei.ativei.y t)a.ote.JL gnawing pe.Jtiod at) po.o;t 7975 the. c.ont.ltibtdion at) .oe.c.ondaJLy .oe.c.toJt 

to the. de.dine. in public. inve..otme.nt ha.o be.e.n -15% in pe.Jtiod 8, -7292.30% in pe.!Liod 

9 and -8% in pe.Jtiod 10. The. .oe.c.ondaJLy .oe.c.toJt'.o de.c.Une. ha.o be.e.n ac.c.ompanie.d by 

a de.dine. in the. t)inanc.e., c.ommunity ·and pe.Monat .Oe.!Lvic.e..o .oe.c.to!L ai.oo. 

What e.me.Jtge..o t)Jtom the. above. anaty.oi-6 the.Jte.t)oJte. i-6 ;that whe.ne.ve.JL the.Jte. ha.o 

be.e.n a de.dine. in total public. inve..otme.nt li h.a.o be.e.n c.onc.e.nt.Jtate.d in the. te.!Ltia!Ly 

.oe.c.toJt. Howe.ve.JL in the. po.ot 7975 pha.oe. the. de.ctine. ha.o be.e.n .oha.~te.d along with the. 

t!Lan.o po.Jtt, c.orr~munA_c.ation and t!Lade. .oub .o e.c.toJt, bt.f _,the. .o e.c.cmda!Lif /se.c.to!L. 

In oJtde.JL to anaty.oe. the. c.hange..o in the. c.ont.ltibtdion to gJtowth ofl pubuc. 

inve..otme.nt ove.JL ;thi-6 pe.Jtiod 1960-61 to 1981-82 we. divided ;thi,o pe.Jtiod a.o: 1960-61 

to 1965-66 and 1976-77 to 1981-82. FoJt e.ac.h at) the..oe. two pe.Jtiod.o we. a!LUve.d at 

the. c.ont.ltibtdiovt at) P.Jtima.Jty, Se.c.onda.~ty, ~an.opo.Jtt, c.ommunic.ation and t.Jtade. and 

Finan.c.e., Commundy and pe.Monat .OeJ:tvic.e..o, .oe.c.toJt.o. 
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The JU!/.:.u£:t6 -<-n .the .table below ivtcU.c "':e .that ;WheAea.o ivt .the pe.Jr.iod 1960-61 

Covt~bu.tiovt .to G~ow.t~1 

Pe.Jr.iod: · 

P!U.mMlj Sec.ovtdMlf T!!,anopou, Fivtavtc.e, Com-
Commuvtic.a.tiovt muvti.ty avtd 

Sec..to~ SeC-to~ avtd TMde. P~ovtal SeAvic.eo 
Se.c..to~ Sec..to'ft 

7960-67 7965-66 7Z.93 47.38 Z9.66 10.06 

1976-77 1981-8Z 13. 1 z 57.30 -0.05 35.05 

.to 1965-66, :the. Fivw.Vlce .• c.ommuniA:y avtd p~ona£. MJLvic.eo J.Jec..to~ c.o~bu.te.d 10% 

.to .the g~ow.th o6 ivtveJ.J.tmevt.t ivt .the lateA pe.Jr.iod ill c.o~bu.tiovt ha.o ivtc.~ea.oed 
avtd 

.to 35% ptimMillj at .the expevtJ.Je on ~aVLJ.JpoU, c.ommuvtic.a.tio[Lj_.tMde. J.Je.c..to~ whoJ.Je J.JhMe 

ha.o dwivtdled dowvt 6~om Z9% .to 0. 5%. Thil.J J.JubJ.J.tavt.tia.teo o~ Mgumevt.t made eMtieA 

.that .th~e ha.o beevt a g~adua£. J.Jhi6.t ivt :the. c.ompoJ.Ji:tion o6 public. invv...tme.VL.t, pM:ti

c.u.ta~lJ aQ.t~ 7975-76 .towMdJ.J .the. 6inanc.e., c.ommuvti.ty and p~ona£. J.J~vic.eo. AtJ.Jo, 

the., phe.nome.vtal de.c.line ivt :the. c.o~bu.tion o6 .tMvtJ.Jpou, c.ommuvtic.a.tion and .tMde. 

J.Je.c..to~ iJ.J .to a £.Mge. e.x.tevt.t bec.auJ.Je. on a decline. 1J1 1J1veo.tme.VL.t in the. .tMde., hate.£ 

and ~eo.ta~avt.t apa~ &~om MilwayJ.J. 

In c.hapteA 1 avtd Z, we. obJ.JeAve.d :that ovte. o6 :the. Muc.ia£. e.le.me.n:t.J.J ivt .the 

explavtatioVLJ.J MMc.ia.tivtg public. ivtveo:tmevt.t wilh ivtd..u..o~ dec.e.le.!La.tiovt wa.o the. 

75. The J.Jame dec.ompOJ.Ji:tiovt &tuimewo~k aJ.J outi.A_vre.d above. 'haJ.J 
.the.J.Je. c.o~bu.tioVLJ.J 
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C(.O.Ownp/~i_ovr o 6 a ~:Uwng c.ompfimentaWy between public. inve.otmen;t and p!UvcU:e 

inve~tment. We al.oo ind-tc.cU:ed theJte, cU: a p!teLUninaJty level, thecA: though theJte 

wcu a ro~ilive Jtelation.ohip be;tween p!tiva.:te .-i.nve.otment and public. inve.otment in 

the pe.Jtiod p!Uo!t to tllid plan, t~ nelation.ohip wa..o not only c.on.oide~tably 

weaQened but wa.o negative in the po~t tllid plan peltiod. 

The need 6oft a fuaggJtegcU:ed .6tudy of.. the Jtelation.ohip be;tween public. 

.oec.toJt invutment and p!tivcU:e .o_ec.toJt inve.otment Mi-6e.o bec.au.oe. the behavioUJt o6 

the Jtelation.ohip depend.6 pftimaJtily on the c.orhpo.oilion .0_6 public. inve.otment. The 

Jte.opon.oe and the time .6hape o6 the Jte.opon.oe o6 p!UvcU:e .-i.nve.otment to public. 

.-i.nve.otmen;t will be gove.Jtned by the alloc.ation o6 .-i.nve.o:tmen;t, in public. .oec.toJt, 

be;tween .oub .6ec;toM, and al.oo the :type o6 a!.l.6W thecA: go into public. inve.o:tment. 

Fo!t example, an inc.Jtea.oed pftio!tity to .6ub.oec.toft.6 like poweJt and iJtftigation in 

public. inve.o:tment, would tend to .6tftengthen the po.6ilive Jtelation.ohip be;tween 

public. and pftivcU:e inve.otment, whe.Jtea.o an inc.nia.oed invutment in manu6ac.tu!Ung 

may tend to weaken the Jtelation.ohip. Simila!tly a highe.Jt p!topoft:tion o6 c.on.otftu

c.tion c.omponen;t in public. inve.otmen;t a.o again.o:t :the mac.hine.Jty and equipment 

c.omponen;t will tend to make the Jtelation.orup be;tween public. and p!UvcU:e inve.ot

ment negcU:ive in a J.Jituation like that o6 India wheJte the.Jte i.6 a. c.ovtt!toUed 

.6upply o6 .{_nte.Jtmedia.Jty good.6 like c.emen.t a.nd .6teel. Thu.o not only w.<.li we be 

a.ble to be;tteJt unde.M:tand the inte.Jt-.6ec.:to!ta.l nelation.ohip.6 but we ma.y aao be 

a.ble to explain the. behavioUJt o6 the.oe Jtelation.ohip.6. 

A .6 ub-.6 e.c.to!t wi-6 e. .6tudy i.6 aao WMJtanted be.c.au.o e, while. c.omplimen.tafr._dy 

ma.y p!teva.il A_n c.eJtta)_n .6e.c.toft.6 and c.JtowdA_ng out e6·6e.c.t ma.y dominate. in othe.M; 

t~ pe.Mpec.tive. get.6 l0.6t cU: the. a.ggJtegate level. In 6a.c.t thi-6 may be A_n.otftu

menta.t A_n explaining the ob.6Vtved c.hange.d Jtelation.6hip, at the a.ggJte.gcU:e. level, 

oveJt time. MoJteove.Jt at the a.ggftegdte level we lo.6e .6igh:t 0.6 the 6a.c.:t that a 
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m{_ght ,oru-6t the indU!.l~ c.ompo~Sition on toto.J._ inve.,otmevtt in the ec.onomy,. that 

may not be de.,o)Jwb.te oft c.ovttftafty to the ove!ta.t.t p.tan. Suc.h a ,orunt c.an be 

c.ctptuJLed only at the dMaggftegated .teve.t. 

indMtfty Ofl Me,given oveft.teaf,,ohow that ovt.ty in :two ~Sub ,oec.toM theJte i-6 a po~Si

tive and ,oigni-6ic.avtt ft!UatioMrup between pftivate inve~Stmevtt and public. inve.,otmevtt. 

The.,oe ,oub,oec.toM Me agftic.u.ttu.Jte, and dec.tftic.ity, gM and wateJt. The unlagged 

ftegfte~S~Sion c.oennic.ievtt Ofl public. inve~Stmevtt in agftic.u.ttu.Jte flOft the peftiod 1960-61 

to 7987-82 i-6 1. 437 ,oigniflic.avtt at 1% .teve..t. The pMtia.t c.oMe..tcttion c.oennic.ievtt 

i;S 0 . 6 31 , wruc.h meaM public. in v e-6 tmevtt ex.p.tain,o 4 0% on the v~o n 

-tn p!tivctte inve,otmevtt when both vaftiab.te.,o Me tak.en net o-6 time. The ~Same patte!tn 

.tctg. 

Witrun ,oubpe!tiodo atio the po,oitive fte.tation,orup i-6 ,oigninic.avtt, with zeJto 
be 

and 1 yeM time .tag. Howeve!t it need6 to!_ mentioned he.Jte that ,oinc.e we have ju.,ot 

5 ueaM dctta by induJ.JUlf o6 Me pftioft to 1965-66 whic.h get fteduc.ed onc.e time f.ag,o 

Me intftoduc.ed, the ftegfte~S~Sion e.,o;timate.,o noft pfte 1965-66 in thi,o c.hapte!t Me not 

meaning-6uf. and have been henc.e avoided. 

The ,otftong, po,oitive fte.tation,ohip between public. ,oec.toft and p!tivate ~Sec.toft -

in agftic.u.ttu.Jte i-6 unde.Mtandabte. P!tivate inve.,otmevtt in agftic.u.ttu.Jte, by and tMge, 

d!Law,o phy,oic.af. inpu.U -6oft inve.,otmevtt indA-ginou,oty 6ftom witrun the ,oec.toft and 

taxation o-6 agftic.uf.tu.Jte ,oec.toft i-6 m{_Yl.imaL Bec.aMe o6 public. fte~Sou.Jtc.e tftaM6e.Jt 

to agftic.u.Ltu.Jte, by diftec.t inve.,otmevtt in agftic.uf.tu.Jte and public. 6inanc.iaf. ~Suppoftt 

to pftivate inve~S-tJnent ,(J1 agftic.u.ttufte, toto.J._ inve~Stmevtt in agftic.uf.tu.Jte i-6 ~Somewhat 

higheJt tha~ pftivate ,oaving,o in the ,oec.toft~!.!:...l. Comptiunen:t:a!U:ty be;tween public. and 

76. KJti,ohna & Rayc.haudfti: (1982),Tftend6 in RU!taf. Saving and P!tivate Capita£. 
FoJtm~tion in India; in Ec.onom{_c. Veve.topment and Cu.ttu.Jta.t Change, (Jan) 
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P~vcde·GVCF Reg~eh~ed on Pubti~ GVCF by Ind~~y o6 U~e 

Coe66;_uen:t p CJ.Jt:t{_af_ 
-2 

I ndM:ULy I RegfLeh~_{_on o6 CoJVr..ei.a;tLo n pz R 
Lag ~0 e.n n_{_uen;t Value CoJVr..etilion Coe6fi_{_uen:t 

Ag ~~uf--tuJLe 

PefL_{_od I* 
Lag O** 1. 437 3.58 0.943 0.631 0.901 o. 896 
Lag 1 1. 08 2.34 0.916 0.484 0.868 0.861 
Lag 2 0.312 0.566 0.839 0.132 0.80 0.79 

PefL_{_od II 
Lag 0 5. 1 0 3.53 0.905 0.926 0.94 0.92 

-1.63 0.413 .829 -0.226 0.785 0.7319 

I Pen_{_od III 
I Lag 0 1.73 3.40 0.923 0.673 0.852 0.842 
I Lag 1 1. 22 7.92 0.886 . 0. 468 0.797 0.783 

Lag 2 0.088 0. 117 0. 771 0.032 0.708 0.685 

FofLeh:t!Ly 
Pruod I 
Lag 0 -0.052 0.597 0.624 -0.133 0.656 0.638 
Lag 1 0.015 0.170 0.650 0.040 0.629 0.610 
Laf:J 2 -0.08 0.75 0.526 -0.179 0.614 0.592 

Pruod II 
Lag 0 -0.083 0.250 0. 142 -0.175 0. 111 0. 18 5 
Lag 1 0.313 0.1085 0.469 0.06'2 0.'25 0.06 

PefL_{_od III 
Lag 0 -0.06 0.6'27 0.48'2 -0.1658 0.548 0.518 
Lag 1 -0.001 0.016 0.5'24 -0.004 0.546 0.514 
Lag '2 -0.075 0.6093 0.358 -0.174 0.5'24 0.487 

* PefL_{_od I neneM to 1960-61 ;to 1981-8'2 
Pruod I I nen eM to 1960-61 ;to 7965-66 

PefL_{_od III neneM to 7965-66 ;to 1981-8'2 

*"' Lag 0 me.an.o fhe!Le -t.-6 no ;t;_me_ fag. 
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oe.66-<-c.-<..- p~ 
Coe.6M- e.n.t o6 CoJUtel..a-

I ndw.:,;ttu; I Laq c.~e.vr·t- T -valu.e. CoJUtel..a- tion c.o- -2.. 
tion. · e.nMu~n.t: R2 R 

M~n-i.nq an.d Qucuur.y 

Pe.!Uod I 
Lag 0 0.009 0.1346 0. 763 0.030 0.0296 0.018 
Lag 1 -0.03 0.4351 0. 1 01 -0.102 0.399 0.010 
Lag 2 -0,111 1. 2 18 -0.006 -0. 283 0.105 0.055 

Pe.!Uorl II 
Lag 0 -0.66 0.55 0.4 -0.364 ·0. 351 0. 735 
Lag 1 0.400 0.82 0. 15 0.431 0.236 0.452 
Lag 2 

Pe.!Uod III 

Lo.g 0 -0.02 0.2601 0. 166 -0.0709 0. 485 0. 148 
Lag 1 -0.070 0,5627 0.04 -0.155 0. 0377 0,0310 
Lo_g 2 -0.136 1 .49 -0.10 -0.290 0.084 0,014 

P!U.mcuu; 

! Pe.!U.od I 
j Lag 0 0.5041 2. 11 0.917 0.4359 0.879 0,873 

Lag 1 0.539 2.Z1 0.914 0.463 0.878 0.872 
!Lag 2 0.330 1 • 15 0.867 0.269 0.838 0.829 

. Pe.!Uod II 
I 
I Lag 0 3.50 1 • 41 0.807 0.706 0.752 0. 6 70 
1 Lag 1 2,98 1. 64 0,92 0.688 0.8601 0.8252 
j Lag 2 
I 

I Pe.!Uod III 

Lag 0 0.739 2.07 0,90 0.487 0.814 0.802 
Lag 1 0.6438 1. 78 0. 896 0.442 0.816 0.803 
La9 2 0.260 0.618 0.826 0.1740 o. 747 0. 7281 

Lag 1 me.an.6 1 ye.M time. .tag hcUJ be.e.n in:tJr..oduc.e.d 
Lag 2 me.an-6 2 ye.M time. .tag hM be.e.n int.Jwduc.e.d 
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R e.g tt<UJ.6 ion 
Co e.6 ;)ic.ie.nt p~ 

I ndu-6Vtlf I Lag Coe.{J{jic.-Le.nt T value. C oftfteiiuo n 
Co!t!tel.a- 2 -2 

. tion Coe.- R R 
6 Qiue.n:t 

Manut)ac.:tutting 

P e.ttio d I 

Lag 0 0.517 0.955 0.806 0.212 0. 711 0. 696 
Lag 1 0.305 0.530 0. 76 7 0. 124 0.685 0.669 
Lag 2 0. 117 0. 18 8 0. 723 0.046 0.660 0.641 

Pe_ttiod II 
Lag 0 0.295 0.339 o. 472 0.233 0.361 o:748 
Lag 1 1. 475 2. 1 0 5 ; 9' 5 o. 773 0. 872 0.840 

PvU.od III 

Lag 0 0.461 0 •. 688 0. 715 0. 182 0.578 0.550 
Lag 1 0.2353 0 ._3307 0.657 0.0904 0.5360 0. 5028 
Lag 2 -0.0891 0.1235 0.608 -,0,0351 0.587 0.555 

Co vt.6 bw c.tio n 

Pe.tt--i.orf 1 
Lctg 0 0.450 0.881 0.136 0.198 0.393 0.353 
Laq 1 -0.06 0.104 0.061 -0.242 0.012 -0.03 
Lag 2 1.04 1. 7Z 0.254 0.385 0. 7 50 0.103 

Pe_ttiod II 

Lag 0 10.86 0.545 0.446 0.3589 0.229 0.027 
Lag 1 13.98 1. 14 • 677 0.551 . 511 .389 

Pe_ttiod III 

Lag 0 0.281 0.610 0.263 0.162 0.069 0.049 
Lag 1 -0.4108 0.9430 0.136 -0.254 0.2458 0.192 
Lag 2 0. 720 1 • 511 0.587 0.3995 0.3930 0.3463 
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I ndUJ.JtluJ /Lag Coet]fi-<-uent T vcttue Coet]fi-<-uent Pa.JttJ..aJ: Co 1t-

ot] Jtel'..at-<-on 2 -2 
Co JtJtel'..at-<-o n Coet]t]1c.-<-ent R R 

T Jtaf1).) po Itt, 
StoJtage, 
Comm 
Peft_{_od 1 
La,g 0 0.228 2.002 0.718 0.416 0.722 o. 708 
Lag 1 0.261 2.20 0.699 0.461 0. 710 0.695 
La,g 2 0. 135 0.943 0.522 0.223 0.635 0.615 

Pe~t,i_od 11 

Lag 0 -0.729 0.3481 0.380 -0.240 0.2453 0.224 
Laq 1 -0.0881 0.2480 .495 -0.1419 .4620 .3276 
Lag 2 

Peft_{_od 111 
Laq 0 0.536 3.25 0.84 0.6580 0. 721 0.702 
Lag 1 0.285 1. 62 0. 782 0.409 0.720 0.700 
Laq 2 -0.208 1. 06 7 0.494 -0.2943 0.7325 0.7119 

I 

lcommun.-i.c.cd---lon 
i PeJt,,i_od I 
Lag 0 -1.364 1. 639 0.755 -0.351 0.783 0. 772 
Lag 1 -0.161 0.144 0.798 -0.036 0. 725 0. 710 
Lag 2 -0.031 0.027 0.791 -0.0045 0. 7162 0.700 

/ PeA-<-od 11 
Lag 0 -5.33 19.48 -0.422 -0.99 0.994 0.993 
Lag 1 -0.203 0.06 0,476 0.041 0.3460 • 182 5 
Lag 2 

Peft_{_od 111 
Lag 0 -1.06 0.902 0.657 -0.236 0.591 0. 564 
Lag 1 -0.74 0.5091 0,7;5 -0.137 0.627 0.600 
Lag 2 -1. 54 1.052 0.662 .,-0,290 0.634 0.60 
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I ndiMbty I Lag Co e. -6 DJ __ c__,[ e.n-t T Vaf.ue. Coe.-6-6-{.rie.n-t P~ Coit-
o{j ite.l~on 2 -:.2 

Coitite.t~on. Coe.fifJ-lue.n-t R R 

TitaMpoit-t by 
a-their. me.aM : 
Pwod I 
Lag 0 -1. 1 3 11 • 97 -0.857 -0.941 0.922 0~918 
Lag 1 -0.486 2.868 -0.605 -0. 30 7 0.369 0.336 
Lag 2 -0.90 2.70 -0.666 ..::.o.55o 0.5078 0.4805 

Pwod II 
LC((j 0 -7.39 4.63 -0.208 -0.956 0.959 0:945 
Lag 1 -0.148 0.981 -0.204 -0. 08 5 0.55 0. 18 
Laq 2 

Pw·od III 
Lag 0 -1.08 11. 43 -0.76 -0.9511 0.910 0.9047 
Lag 1 -0.465 1.2162 -0.291 -0.379 0. 126 0.0645 
Lag 2 -1.09 3. 7Z -3.90 -0. 7Z9 0.538 0.5025 

T!wdc_, 1-fo:tch, 
R e.J.J :trwitrm-t 
Pwod I 
Lag 0 -0.370 2.000 0.008 -0.416 0.694 0. 6 79 
Lag 1 . -0.258 1. 38 7 0. 071 -0.311 0.7097 0.694 
Lag 2 0.3669 1. 84 0.557 0.4081 0.709 0.692 

Pe.~od II 
Lag 0 -18.15 0.29 -0. 12 -0.2013 0.425 0. 2 76 
Lag 1 3. 11 . 1. 02 0.506 0.536 .3139 .1424 
Lag 2 

Pe.itiod II I 
Lag 0 -0.338 1. 80 -0.14 -0.434 0. 717 0.699 
Lag 1 -0.250 1 • 31 -0.137 -0.343 0.632 0.606 
Lag 2 0.366 1. 796 0.490 0.460 0.666 0.640 
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I VLdUl:dfuJ I Lag Coe.-Q flJ._c.-i.e_VIX. T VcU'.u.e_ Coe_-Q u_{_c.ie_VIX. Pa~ Con-
on Jte.fat_{_oVL 

CbJLJte.fat_{_oJ!L Coe_-Q-Qic.ie_nt 

Tnwupo!d, 
Comm, TMde. 
Pe_M.od I 
Lag 0 -0.340 1 .·56 0 0.361 -0.338 
Lag 1 -0.347 ' 1. 640 0.317 -0.360 
Lag 2 0.269 1. 76 0 0. 611 0.2741 

Pe.Jtiod II 
Lag 0 0.3460 0.1735 0.073 0.1230 
Lag 1 -0.017 0.015 0.502 -0.008 

Pe.Jtiod III 
ILag 0 -0.384 1. 69 0.241 -0.410 

La_q 1 -0.37 1.54 0. 157 -0.392 
I 

j BaVLf0-na an.d I n6 u.Jtemc.e_ 
: PeMud I 
:Lag 0 -0.085 0. 348 0.592 -0.080 

·I • 
0.430 1. 51 0 0.698 0.339 ! Lag 1 

I Lc<g 2 0.7021 2.22 0. 719 0.4754 

·Pe.Jtiod I1 
Lag 0 -0.975 2.04 -0.82 -0.822 

/Lag 1 0.1103 0.227 0.231 0.1272 
I 

PeJL_{_od III 
Lag 0 -0.779 0.381 0.494 -0.100 
Lag 1 0.450 1.. 2 3 0.641 0.323 
Lag 2 '0. 782 1. 94 0.690 0.4879 

-: Othvr_ SVtv-i.c.e& 
Pruod I 
Lag 0 0.2589 0.8523 -0.816 0.799 
Lag 1 0. 608 2.150 -0.780 0.4534 
Lag 2 0.642 1. 96 -0.772 0.4276 

Pe.M.od II 
Lag 0 12. 1 5 1.373 0. 396 0.682 
Lag 1 -7.112 1 ~ 6 5 -0.467 -0.693 

·Lag 2 

: Pruod III 
: Laa 
I ' . 

0 0. 874 1.85 -0.731 0.448 
j Lag 1 0.957 2. 16 -0.662 0.524 
: Laq 2 0. 547 1. 00 ~0.636 ' ' 0. 284 ! • 

2 
R 

0~737 
0.766 
0.7308 

0. 76 7 
.2936 

0.741 
o. 696 

0.457 
o:488 
0.5246 

0.690 
• 363 

0.354 
0.411 
0.482 

0.780 
0.863 
Q.8124 

0.535 
.548 

0. 721 
0.695 
0.540 

-2 
R 

0.723 
0.754 
0.7158 

0. 110 
.1170 

0.724 
0. 674 

0.430 
0.461 
0.498 

0. 58 7 
.204 

0. 311 
0.369 
0.442 

0. 769 
0.856 
0.802 

0.380 
.436 

0.703 
0. 6 73 
0.505 
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I ndu.o :tJty I Lag Coet) Mc..<.en:t. T Va£ue Coet)t)iuen:t. Peur;U__ai_ Colt-
at) Jt eJ!..a.ti...o n 2 -2 

CoMeJ!..a.ti...on Coet)t)ic_ien:t. R R 

F --Lnanc.e and 
P eJt.o o na£ SelL v .{_c_ e.o 
PVU..od I 
Lag 0 -0.022 0.5726 -0.735 -0.130 . 0. 848 0.840 
Lag 1 -0.012 0.3131 -0.689 -0.071 0.86 0.85 
Lag 2 0.03 0. 765 -0.565 0.1835 0.859 0.8520 

Pe!U.od II 
Lag 0 -0.09 0. 785 -0.281 -0.4855 0.307 0. 076 
Lag 1 -0.053 0.5443 -0.528 -0.300 0.4215 . 2796 
Lag 2 

PeJt-i.od III 
Lag 0 -0.01 0.274 -0.71 -0.071 o. 777 0.76'2 
Lag 1 -0.02 0.574 -0.683 -0.755 0.739 0.720 
Lag 2 0.0177 0.343 -0.505 0.099 0.681 0.656 

Pub.Li.c_ Sed:o!t ( Agg11.ega:t.e J 
Pe~tJ..od I 
Lag 0 -0.0047 0.0162 0.852 -0.0047 0.830 0.821 
Lag 1 -0.0003 0.001 0.844 -0. 0028 0.823 0.814 

'Lag 2 0.569 1. 8 0 0.894 0.4011 0.832 0.823 

PVU.od II 
Lag 0 1. 65 3.69 0.754 0.9341 a·. 975 0.887 
Lag 1 
I Lag 2 

-0.434 0.2945 .909 0.182 .884 .856 

I PVU..od III 
1 Lag 0 -0.01 0.035 0.787 -0.089 0.704 0.684 
Lao 1 -0.014 0.326 0.764 -0.011 0.67 0.64 
Lag 2 0.550 . 1. 2 7 0.83 0.342 0. 7286 0.707 
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and wa:teJt. A ~.>J..gnJ..Mc.ant pMili.ve tc_ei_a;tJ..on~.>hJ..p, wah a p~ c.oMeta;tJ..on 

c.oe66J..c.J..ent o6 0.5122, domJ..na:te~.> the tc_ei_a;tA._on~.>hJ..p J..n thJ..!.> ~.>ub~.>ec.totc_ and c.ontJ..nue~.> 

to do wah 1 and 2 ljeM tJ..me lag~.>. Public. Inve~.>tmen:t J..n ei_edtc_J._c.J..ty, gM and 

wcd.etc_ exp-taJ..n about 26% o6 the vatc_J._a;tJ._on J..n ptc_A._va;te J..nve~.>tmen:t, when both the 

c.J.:ty, watetc_ and ga~.> J..nve~.>tme.nt on ptc_A._va;te ~.>ec.:totc_ J..nve~.>tment ope.Jtate 6tc_om both the 

demavrd ~.>--i.de a~.> will M the ~.>upp-ty ~.>J..de. The (Jotc_watc_d lin/Gage~.> on the ~.>upp-ty ~.>J..de 

ptc_ov-<-de the c.tc_,{;t_J..c.a-t J..nput, etec.:tJI.J..c.dy while a augment!.> the demand 6otc_ mac.funetc_y 

and eq uJ..pmen:t thtc_.o ugh the o peJLa;t)._o n o 6 bac./Gwatc_d lin/Gage~.> • 

A,.s agaJ..n~.>t thM, the negcdJ.,ve J..n{Jtuenc.e o 6 pubL[c. --i.n.ve~.>tmen:t domJ..na:te~.> --i.n 

the tJLCm!.>potc_t by otheJt meaM !.>ub~.>ec.:totc_. The nega;tJ..ve tc_ei_a;tJ..oMhlp between public. 

cmd ptc__{_vcue J..nve~.>tme.nt J..n thl!.> ~.> ec.:totc_ ( whJ..c.h J..nuude~.> tc_oad, wateJt and aA._tc_ tMM potc_t} 
w 

.{_,o vetc_y !.>Uong and ~.>J..gnJ..fJJ._c.ant a:t 1% -tevet. That public. J..nve~.>tmen:t c,tc_o[l~.> out 

ptc__{_va;te J..nve~.>tmen:t J..n thl!.> ~.>ec.:totc_ J..!.> evJ..dent 6tc_om the tc_egtc_e~.>~.>J..on c.oe(J6J..c.J..ent o(J 

-1.13 and the c.oMe~.>pondJ..ng pCVltiai c.oMeta;tJ..on c.oe66J..c.J..ent o(J -0.94. ThV1.e6otc_e, 

public. J..nve~.>tment expfaJ..M about 90% o(J the vatc_J._a;tJ._on J..n ptc__{_va;te inve~.>tment, net 

o6 tJ..me. The ~.>arne tc_ei_a;tA._oMhJ..p hold!.> wah 1 and 2 tjeM iag-6. 

Iv1 ccte otheJt ~.>ub-M.c.toM thet1.e J..!.> no -6t~tic.aily -t,J..gnJ..6J..c.an:t tc_ei_a;tJ..oMhJ.p 

between pub-tJ..c. J..nve-tJtment and ptc_A._v~e J..nve~.>tment edhetc_ J..n the petc__{_od 7960-67 to 

1981-82 ott_ J..n the petc_A._od 7965-66 to 1981-82. 

It mJ..ght be howeveJt, J..nteJte~.>ting to note that J..n ~.>ub~.> ec.:toM: manu6ac.t~g, 

c.onMAuc.tion, c.ommun-<-c.ation, tMMpou c.ommunJ..c.ation and tMde the tc_eiatioMhlp 

c.hange!.> fltc_om po!.>ili.ve to negative in the ~.>ec.ond petc__{_od (7965-66 to 1981-82) whetc_ea~.> 
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ptUoJt :to 1965-66 ;_;t ~ poJ.J-Ltive. In both c.Mu howeve.Jt :thue. cute no:t J.J:tati-

J.J:t~c.affy J.J~qn~{Jic.an:t and no fJ~m c.onc.fuJ.J~onJ.J c.an be dtw.wn. In :the c.Me ofJ ·public. 

J.Jec.:toJt a~ a whole, :the.Jte ~ a J.J~g~{J~c.an:tfy poJ.J-Ltive JtelationJ.J~p ptUoJt :to 7965-66 

wJ;th a paJLt,{_af c.oJtJtelation c.oefifl~uen.:t o{J 0.931., In :the po.6:t 7965 pe!Uod howeve.Jt 

:t~ JtdatioMh~p ~ negative :though J.J:t~uc.aUy ~M~g~{J~c.an:t. 

r:t ~ ·poM~bfe :that :the J.J:t~uc.af J.J~g~{J~anc.e o{J :theJ.Je c.oenn~c.~en.:t.6 ~ 

ge:ttin9 dM:toJt:ted by a c.ommon time :tJtend in both va!Uabfu L e. :the pJtobfem o{J 

mu.filc.oU~neaJLJ;ty ~ ~:to!tting :the ac.:tuaf p~c.:tUJte. The.Jte ~ ev~den.c.e :to :t~ 

efl fl ec.:t cvs :the time :tJtend ~ ve.Jty J.J~g~n~c.an:t in :thue JtegJte.J.JJ.J~on. 

In oJtde.Jt :to :take ac.c.oun:t oft :themuLUC:tJllineatU:ty we JtegJte.J.J-6 ed ~nc.Jtemen.:t.6 

:to p!Uva;te c.apJ;taf floJtmation by ~VI,dM:tJty ot) Me on public. l.lec.:toJt c.apJ;tal {JoJtmation. 

By do~ng :th~ :the :t~me eleme.n:t ~ au:toma.:t.A_c.affy el~na:te.d. 

Thue JtegJte.J.JJ.J~on (by ~nc.Jtemen:tf.J) J.JubJ.J:ta~e :the. poJ.J-Ltive JtelationJ.J~p 

Mqume.n:t be.:twe.e.n public. J.Jec.:toJt and p!Uva:te J.Je.c.:toJt ~nvu:tmen:t ~n ag!Uc.uLt:u.Jte.. But 

moJte. impoJt:tan:tfy :the.y J.Jhow :tl1a:t ~n :the pe!Uod 1960-61 :to 1980-81 :the.Jte ~ a 

J.J~gn~{J~Lc.anily negative Jtelatiovt.6h.A_p be;tween 1.AJ..blic. ·and p!Uva:te .6ec.:toJt ~nvu:tmen:t 

~n c.ommun~c.ation and :tftavt.6poJt:t by o:the.Jt meavt.6, w..Lth no time fag, and be.:tween 

tNtvtJ.JpoJt:t, c.ommun~c.~n and:t!tade J.JubJ.Jec.:toM w..Lth a one ye.M fag. 

T~ Jte.J.JuU on a negative Jtelct:tioM~p be:tween public. ~nvu;tmen:t and 

p!Uva:te. ~nvu:tme.n:t ~n :t!taMpoJt:t c.ommun~c.ation and :t!tade .6ub.6ec.:toJt, M J.Jhown by 

:the J.J:t~tic.aUy . : J.J~gn~{Jic.an:t JtegJte.J.JJ.JMn c.oenniue11:t on -0.4386 and c.oJtJtupondivtg 

paJttiaf c.oJtJtelatio 11 c.o en n ic.ien:t 0 6 0. 44 9' ~ paJttic.ul.CLJtfy impo!t:tan:t in lig h;t 0 n 

:the evidenc.e p!tovided {.n J.Jec.tion. II, whic.h .6howll.d ;that mM:t ot) :the decf.-ine ,{J1 

:to:tct£ pubf.A_c. invu:tmen:t oc.c.uJted in :t~ .6ec.:toJt. T~ negative JtelationJ.Jh.ip 

po.OJ.J~b.ty Jte.flle.c.:t/.:1 a c.omp~n be:tween Jtailway and :t.Jtuc.fl :t!taMpoJt:t. 
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~eeto~ GVCF on publie ~eeto~ GVCF ane given below: 

Su.b~eeto~ (Lag) 

Co no :tJwetio n 

TJLan6 po!Lt bt 
otheJt mean/.l 

0 

TJtetde/Hotw 

T !Lan6 I Co mmuvti-
eo.tion/TJLade 0 

Reg~eMion 
CoefinieieV!X 

-1.0113 

-0.4386 

-1.008 

-0.4043 

-0.4386 

T-value. 

2. 012 

2. 732 5 

9.76 

2.20 

2. 132 5 

CoMelo.tion 
Coe.nnieie.V!X 

-0 .• 428 

-0.449 

- .973 

-0.462 

-0.449 

• 18 36 

• 2 0,16 

.8393 

.2133 

.2016 

The above ~~ut:t6 do give M ~ome indieo.tion that theJte do~ not exi6t a eomple

mentct~y between publie and p~vate ~eeto~ but on the. eo~y a ~e.em~ theJte 

i6 a negative ~elo.tion6hip in e~n ~eetoM and in g&t~ no ~elo.tion6hip 

paJLt,teu!afll_y at)teJt 7965-66. We ~hail howeveJt deneJt a eonelMion on thJA i6~ue 

tiU Chct.pteJt 6 wheJte ~orne mo~e evide.nee ~e.gMdinq the ~elo.tion6hip on publie 

inve.6tment and p~vate inv~tmeV!X will be p~~eV!Xe.d. 

To ~eeapdutate, n~om the di6agg~egate.d analy~i6 ot) publie inv~tmeV!X by 

~dM~IJ on Me. what emeJtgu i6 that: 

a. though mo~t on the indM~ eatego~~ cUd naee. an ,i_nv~tmeV!X 

eutbaek. du~ng the plan holiday (wah the notable. e.xeeption ot) 

ag~eultMe and ~nopo!Lt, eommu~eation and ~e.) theJte. do~ 

not ~eem to be a deee!Vtation in the ~e. ot) gJr.owth on publie 

,tnv~tmeV!X at the ~e.eto~al level, upe.e,i_aliy on the bMi6 on 

plan-wi6e p~odi6ation. 
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b. wheneve~ th~e w~ a decline in the ~ate o6 g~owth o6 pubtiQ 

inveJ.J.tment, ,{;t WCU not uninoflmly fu~buted a~OM mdu.6~ 

QategoMu and !.ledoM but w~ fup~opo~onaliy bo~ne by the 

't~My !.l edo~'. 

Q. QOI1!.lequent upon di66Vtential ~u o6 g~owth and (b) above., th~e. 

h~ been a !.lhiM in the QOmpo!.lilion o6 pubtiQ invu:tment, away · 

6~om ~11!.lpo~, QOmmuniQation and ~de., and tow~ 6inanQe, 

QOmmunily and p~ o nal !.l ~viQelJ a6t~ 79 7 5-7 6. 

d. in almM:t ali the induJ.JtMal Qa;te.~oMU, in).}:tab~y in pubtiQ 

invutment h~ in~ea!.l e.d ov~ time. 

e. though th~e !.lee.m!.l to have been a !.ligni6iQantiy po!.lilive ~elatiol1!.lhip 

between pubuQ and pMvate invu.tme.nt in the, pe.Mod pMo~ to the. plan 

holiday, :t~ ~elatiol1!.lhip in gen~ dou not hold in the po!.lt 

7965-66 pc/r..-i.od. With the exQepuon o6 agMQuUMe and uedMQily 

ga!.l and wat~ the. ~elatiol1!.lhip between pubuQ and pMvate !.le.do~ 

invutment in the pe.Mod a6:t~ 1965-66 .~ e.ilh~ !.lignMQantiy ·negative. 

(e .• g. J.n ;(')l_an!.lpoJt.;t, QommuniQation and ~de) o~ h~ Qhanged 6~om 

po!.lilive :to negative (e..go manu6a~ng, QOI1!.l~Qtion) WMQh ~ not 

!.ligni6iQant. It Wa!.l ~o ob!.l~ved that the po!.l~ve/negative. ~ela

tion!.lhlp ~, in gen~, o6 an unlagged n.atMe. !.lugguting the~e6o~e 

that the ~elatiol1!.lhlp ~ !.lupply !.lide b~ ed ~h~ :than demand. ba!.led. 



STATISTICAL ANNEXURE 

TO 

CHAPTER 5 

Note.: The. J..oUJtc.e.. fioJL a,U_ da-ta, uni.e..M oth~re .6pe..ufi-Le..d, -i.-6: 
National- Ac.c.ount.-6 St~tic.-6, C. S. 0. ( Va!L-LoU-6 -i.-6.6ue..-6 l 
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Table 5.0: Gno~~ Vom~~~ Cap~a! Fonmation ~n Pubu~ Sec;ton by IndMbr.y on Ut.e 

At 7970-77 p~~~ 

I ndu~br.y 7960-67 7967-62 7 962-63 7 963-64 7 964-65 7 965-66 7 966-6 7 7967-68 7968-69 7969-70 7970-77 

Ag~~ul-tune 2 7 7 270 240 246 278 307 270 270 370 3 7 7 329 
. F on~br.y 7 2 11 74 73 76 79 76 20 7 7 17 79 
~u~ng and Qu~y 47 '48 73 98 703 67 7 12 88 66 86 84 

. Sub T o:ta!: P~My 270 269 327 357 397 387 398 378 393 414 432 
~ia.nu6ac;t~ng 420 314 363 406 484 645 689 590 509 463 436 
Co~br.u~on 11 73 78 22 20 23 21 30 32 32 3 
Ue~~y,GM, 
Wa:ten Supply 185 308 355 445 444 so· 456 444 469 535 640 

Su.b To:tal.:Se~ovLdM!J 676 635 736 873 948 7174 1166 1064 1010 1030 7079 
Tna~pon:t, S:tonage 
Comm. 372 463 584 676 679 601 522 460 445 385 511 
Rcvi.J.way~ 280 345 468 531 524 452 312 283 240 789 251 
C ommu~~atio 11 28 28 44 64 70 50 70 64 62 66 56 
Tna~pon:t by o:then 
mea~ 64 90 72 87 85 99 740 7 7 3 ' 7 43 730 204 
Tnade, Ho:te.e., 
R~:taunan:t 6 70 7 7 14 73 94 60 7 7 7 785 39 799 
To:tcil.: Tna~po!tt, 
Commu~~atiOJt, Tita.de 378 473 595 690 692 695 582 571 630 424 710 
Banung and I~ uncm~e 70 6 6 4 70 73 7 5 7 7 73 70 7 7 
Pubu~ Adm~J~fut.ti_o 11. 

cmd Ve6en~e 530 388 487 464 583 535 373 566 303 444 471 
O:theA Senv~~~ 22 26 30 33 35 42 40 45 48 57 64 
Sub To:ta!: Hnan~e, 

562 420 523 501 628 590 428 622 364 505 . 552 
T a :tell. Pubu~ Sedan ,1862 2, 1 81 2,421 2,665 2,846 2, 574 2, 574 2,635 2,397 2,373 2, 773 
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Tabte 5.0 eonti~ued 

I ~df.UJ.tlty. 7977-72 '7972-73 7973""'74 7974-75 7975-:76. 7976-:77' 1977:...78 7978-79 1979""'80 1980""'81 .1981-:82 

Ag Jt,(_eu.Ltu.JLe 349 419 416 358 408 561 644 683 690 682 612 
FoJteo.tlty 20 17 16 14 16 24 28 30 29 35 32 
Mi~~g a~d QuaJtJty 90 729 165 168 293 390 371 336 356 454 561 
Sub T a :tat: Ptvi.mMy 459 565 597 540 717 975 1043 1049 1075 1171 1205 
Ma~ufiae;Cu!t{_~g 522 593 807 889 822 1035 932 1016 1238 7259 1274 
Co nJ.:> t!tuc..ticm 14 4 33 62 36 28 55 66 49 93 100 
Ete~Wlf, Gcu, WateJt 6 2 5 621 596 617 902 906 1025 . 1071 1166 1254 1378 
Sub Totat:Seeo~dMy 1161 1218 1436 1568 1760 1969 2012 2153 2453 2606 2752 
T JtanJ.:> po Jt:ta:CM ~, 
StoJtage, CommuMeation 545 690 597 611 679 679 629 705 713 834 838 
RcUf.way-6 281 305 270 237 Zf3 203 238 273 327 415 438 
CommuMeatio~ 78 115 94 102 120 135 138 145 137 146 796 
T!tanJ.:>poJtt by otheJt 
mean!.:> 186 270 233 272 2 56 281 253 287 249 2 73 204 
TJtade Hotu Reotau.Jta~ 140 -157 161 180 689 663 -97 249 79 -97 2 39 
Sub Totat:TJtade, 
Commu~atio~ & TJtade 685 533 758 797 1308 1282 532 954 792 737 1077 
Ba~k...i..~g & InJ.:>u.JLcu1c.e 27 23 79 23 27 29 29 38 31 44 51 
Pub lie AdmiM-6 .tltatio ~ 
& Ve6e~c.e 551 693 816 494 52 3 . 579 425 651 778 851 836 
O:theJt SVtvieeo 74 103 112 101 104 146 143 167 180 200 202 
Sub Total:Fi~a~ee & CPS 652 819:- 947- 678 648 694 597 856 989 1 09 5 1089 
Totat:Publie SeetoJt 2957 3135 3738 3517 4433 4920 4184 5012 5309 5609 6723 
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Table 5.1: Compou~d Gkowth Rate~ on C~o~~ Vom~tic Cap~ 
Fo~mar~o~ i~ Public Secto~ 

r IncluM.Juf o{\ U~e 

Ag~cuLtwr.e 

Fo~e~uy 

Min-L~,q a~d Qu~y 

PJr.AfficUty 

ManuflactMe 

CoMttLuc.:t--Lo~ 

Etec:tJtJ...cily, Ga~ 
! WateJt 
I 

SecondafLlj 

TJtan-6po!Lt; StalLage 

Rail.way-6 . 

Commu~J...catio~ 

T fLaM po tr;t: 

Tncui c. 

fL66 

12.26 

1 0. 11 

9.27 

17.27 

12.46 

12. 16 

14.82 

6.72 

6.53 

16.23 

3. 56 

46.48 

T Jtan. -6 po Jr.;t Co mmunic.atio n 
and t~ade. 9.20 

20.57 Bank.i.ng and IM~nce 

Public Admin~~on 
and Ve.6e.nc.e. 8.22 

Othe~ Se.~vic.e.-6 11.13 

Finance and p~onal 
~ ~vice.-6 8. 62 

Toted 11.20 

6.90 

3.03 

-26.44 

-0.63 

-15.13 

21.06 

1. 40 

-7. 18 

-7.97 

-13.11 

-6.06 

1. 06 

56.30 

3. 96 

-7.15 

-10.39 

9. 11 

-8.09 

-3.56 

8.23 

-2.32 

17.23 

10.00 

14. 18 

3.49 

1. 8 5 

7.85 

11.77 

9.08 

14.26 

14.47 

8.75 

15.85 

16.03 

20.49 

16.52 

10.31 

17.48 

20.83 

16.23 

17.02 

3.92 

5.48 

12.30 

7. 6 7 

3.02 

2.62 

8. 43 

0.95 

-5.24 

13.26 

3.44 

13.24 

5.69 

6.50 

-5.99 

4.92 

22.73 

5.70 

1. 43 

35.66 

8.35 

5.75 

8.07 

14.61 

17.90 

-9.96 

15.36 

24.89 

3.59 

5.76 

4.81 

7. 13 
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Tab£ e. 5. Z: Compouv1d GJLow;th RcdV-> ot) GJLoM Vome-6.tic. Cap-Ltal_ Foftma.tion .-iYt Public. Sec.;toJL 

Ag~c.ul;tUJLe 

F Oft M UIJ 

Mining and QuaJL!Llj 

P!LimMlj 

~kthu t.l ac.;tU!L.-i.Ytg 

Con-Ouuwon 

Ef e.c.:t.Jvic.ily Ga,o 

Sec.cmdaJLtj 

TJLaJ1hpoJL:t. S;toJLaqe 

R.cu~f..tAXt u h 

Commu.nic.ation 

TNtMpofl.;t 

TJLade. 

TJLavrhpoJL:t. Comm. TJLade. 

BanfUng and I M U!Lanc. e 

Pub£"'i.c. Admini-Owruon 
and Ve.t)e.nc.e. 

O:the11 Se11vic.V-> 

F .-i.Ytan c. e.;~ Comm 

T a ;ted 

--,·---

At 7970-77 p~c.eo 

7960-67 1970-71 1960-61 1970-71 
;to ;to ·. 'J ;to 

1970-71 1980-81 1970~71 1981-82 

9. 31 17.00 4.28 7.29 

10.24 76. 77 4.98 8.27 

8.73 26.30 4.36 16.46 

9.'27 79.73 4.31 1 0. 18 

7.85 17.92 3.50 8.32 

3.31 36. 32. -0.45 21.94 

73.32 17. '26 8.42 9.06 

10.'24 17.77 5. 7.1 8.8'2 

3.8'2 11.93 -0.90 3.37 

-7.57 10.87 -6. 122 3.89 

77;94 17. 79 7.20 6.85 

13.73 10.70 9.53 0.66 

38. 79 

6.84 11. 00 2.12 2.87 

12. 76 15. 71 8.58 7.75 

3.86 13.'28 -1.38 2.8'2 

14.02 79.57 9. 27 . 9.47 

4.84 14.34 6.35 4.0'2 

8. 1 '2 76. 17 3.29 6. 96 

7960-67 
:to 

1981-82 

5.86 

4.21 

11 • 0 1 

7.29 

5. 96 

7.78 

7.'27 

6.55 

'2.14 

-1.33 

7.66 

7. 12 

2. 70 

9.54 

'2.35 

10.88 

3.50 

5. '27 
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Table. 5. 3: Gtww:th Ra.:t.e--6 o6 Ne;t Capd.a! Fotz.mation ;_n. Pubuc. Se.c.totL 

( At CoM taVtt Pft.{_c.e--6) 

I ndu~;tfu; o 6 U~ e. PILe. 1965 Po~t 1965 1960-61 to 1970-71 to 1960-61 to 
1970-:-71 1981-82 1987~82 

AgtU_c.uUUJte. 7. 76 6.82 4. 1 0 7.29 5.91 

Fo!Le.~t!Ly 9.56 4.70 4.98 8.27 4.21 

A1ining and QuaMtj 1 0. 1 7 7 5. 16 -.61 24.97 9.27 

Pfl.imMy 8.45 8.63 3.42 70.29 6.67 

Manut)aC:tU!l.)_ng 9.52 7.53 7 • 27 9.40 5.93 

Con~ :tJwc.t,[o n 11. 0 7 6.35 -6.49 26.07 3.22 

Ue.c.t~Lic.J . .ty, GM Wate.Jt 18.72 8.05 1.34 10.85 6.92 

S e. c. on. daiLy . 72.88 7.61 4. 10 10. 27 6.24 

Titan~ po~t 12.60 3.86 -2. 15 2.67 1/64 

RCU.Xway~ 73.43 2.89 -8.33 3.24 -7.45 
-

Commun-ic.ation 16.38 6.89 6.00 7.66 6.89 

TJUtMpo!Lt 5.85 3. 7 5 9.61 -7.93 -6. 7 3 

T !lade. 42.88 

T MM po!Lt Co mmun.{_c.atitm 
and Thade. 14.85 3.52 1. 8 7 2·. 47 2.'69 

Ba.v1lu:Ylg CL!1.d IMUMnc.e. 2.01 9.69 8.23 1 0. 17 1 0. 14 

Pubt.{_c. Adm,[n~~on 
and Ve.t)e.nc.e. 3.48 4.39 -1.38 2.04 2.60 

O;t h e.it S e.!t v .{_c_ e--6 1 7 • 17 9.82 7 7. 79 6.03 10.85 

F -i.nanc. e. 3.95 5.33 -0. 16 2.88 3.68 

TotcU:. 10.09 6.64 2.45 7. 75 5. 13 
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Tab-te 5.4: A-tfoc_a;Uon o{l, Public_ Inveo:tmen:t wdh.in: 

P!Umcvr..y Sec.toh (In pehc.en:tage) 

A:t Cono:tan:t P!U..c_eo 

Ag!Uc_uUuhe CL6 a Foheo:thy CL6 a Mi!Ung & Qucvr..y-i..ng 
Yecvr.. pe1Lc.er1/tage o6, pehc.en:tag e 0 n CL6 a % 0 n PJUmaJLij 

p!U..mMIJ P!Umcvr..y 

1960-61 79.'2.3 4.61 16.16' 
1961-6'2. 80.'2.3 4.'2.6 15.51 
796'2.-63 75.48 4.46 '2.0. 06 
1963-64 70.84 3.79 '2.5.37 
7964-65 7'2..63 4.'2.1 '2.3.15 
7965-66 77.78 4.90 17.31 
7966-67 67.84 4.0'2. '2.8.14 
1967-68 71. 4'2. 5.'2.9 '2.3.'2.8 
7968-69 18.89 4.3'2. 76.79 
7969-70 15.1'2. 4. 10 '2.0. 77 
1970-71 7 6. 16 4.39 19.45 
7977-7'2. 76.03 4.35 19.60 
197'2.-13 14. 16 3.00 '2.'2..84 
1973-74 69.68 '2..68 '2.7.64 
1974-75 66.'2.9 2: 59'7 31. 1 '2. 
7975-76 56. 90, '2.'2.3 40.86 
1916-77 57.53 '2..46 40.07 
1971-78 61.74 '2.68 35.51 
1918-19 65. 11 '2.86 3'2..03 
7979-80 64.19 '2.70 33. 11 
1980-81 58.'2.4 '2..99 38.77 
1981-8'2. 50.79 '2.65 46.56 



Ye.M 

1960-61 
1961-62 
1962-63 

, .. 1963-64 
1964-65 
1965-66 
7966-6 7 
1967-68 
7968-69 
7969-70 
1970-71 
1971-72 
7972-73 
1973-74 
1974-75 
1975-76 
7976-77 
1977-18 
7978-79 
1979-80 
1980-81 
1981-82 
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Table. 5, 5: AUoc.ation ofl Pubu.c. Invutme.nt wil.run: 

Financ.e., CommwUty. and PeJLOo'na.l SVLvic.u 

Se.c;ton [in pVLc.e.V&tage. J 

Ban!Ung and I YLI.l wwnc.e. 
M 0 n pe.Jtc.e.l'&tag e. 0 tl 

· {)inanc.e. c.ommu.nil.y and 
peJLO 0 naf .6 e.Jt V i.e_ e..6 

1.24 
1. 19 
0.58 
0.20 
.0. 96 
2.20 
3.50 
1. 77 
3.57 
1.98 
3.08 
4. 14 
2.81 
2.01 
3.72 
3.24 
4.18 
4.85 
4.44 
3.13 
4.02 
4.68 

Pu.bUc. Admini-6:t.Jt- O:the.n .6 e.nvic.u 
a:tion and Ve.ne.nc.e. M on pe.JLc.e.V&tage. 
M a % on ninanc.e. on ninanc.e. ~om
c.ommu.nil.y and pe.n- mu.n-Uy and pe.JL-
.6 o naf .o eJtvic.e..6 .6 o naf .o e.nvi.c.u 

94. 31 4.45 
92.38 6.43 
94.01 5.41 
92.98 6.82 
93.43 5.67 
90.68 7. 12 
87.15 9.35 
90.99 7.24 
83.24 1 3. 1 8 
87.92 1 0. 1 0 
85.33 11. 59 
84.51 11.34 
84.61 12.57 
86.16 11.82 
7.9. 9 3 16.34 
80.71 16.05 
74.78 21.04 
71. 18 23.95 
76.05 79.57 

\ 78.66 18.20 
77.72 18.26 
76.77 18.55 

I' 
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Table. 5.6: Ailoc.a;tion ot) Public. Invutme.nt wilhln: TJtwt6poJd, 

CommuiU.c.cltio n and bLade. .o e.c.:toJt (-in pe.Jtc.e.ntage: l 

I kt c.o n.otant pft_[c_u 

"; 

Raif..wa y ct.o a p e.Jt- Communic.cd.io n TMn.opoJt TJtade. hate.! and 
c.e.ntage. o6 tMn.o- a.o a pe.Jtc.e.nt- JtutauJtcmt a.o a 

Ye.M pot, c.ommun-ic.~veon age. o t) btan.o - pe.Jtc.e.ntag e. at) 
and vwde. I.J e.c.toJt pot, c.ommuiU.- tMn.opoJtt, c.ommu-

c.a;tion and IU.c.a;tion and 
bLade. I.J e.c.toJt tMde. I.J e.c.:toJt 

1960-61 7Z. 18 9.40 16. 76 2.25 
1961-62 72.00 6.97 18.51 2.48 
1962-63 78.97 8.60 10.30 7.93 
7963-64 77.36 10.87 9.27 2.50 
1964-65 76.93 10.81 10.09 2. 17 
7965-66 65.03 7. 79 14.24 13.52 
1966-6 7 53.61 12.02 24.05 10.30 
1967-68 49.56 11.20 79.78 19.4 3 
1968-69 38.09 9.84 22.69 29.36 
7969-70 44.57 15. 56 30.66 9.20 
1970-71 35.35 7.88 28.73 28.02 
1971-72 41.02 11.38 27.15 20.43 
1972-73 57.22 21.57 50.66 -29.45 
197 3-7 4 35.62 12.40 30.73 21.24 
1974-75 29.96 12.89 34.38 22.75 
7975-76 18.57 9. 17 79.57 52.67 
7976-77 15.83 10.53 21.91 51. 71 
1977-78 44.73 25.94 47.55 -18.23 
1978-79 28.61 1 5. 19 30.08 26.10 
7979-80 41.28 17.29 31.43 9.97 
1980-81 56.30. 19.81 37.04 -13.16 
1981-82 40.66 18. 79 18.94 2 2. 79 
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. 
Table. 5~ 7: Af.l_oc.a.ti..on o6 Pubuc. Ivtvell.:tme.n;t wlihlvt Se.c.ondM.y 

Se.cton (In Pe.nc.e.ntage.) 

Ue.c.;tJUUt.y & GM 
Ye.M. ManufiactwU.ng ,Ln co n6Vw.ruo n ,Ln Wati;t;' ,Ln .6 e.c.o ndM.y 

S e.c.o ndM.y s e. eta n Se.c.ondM.y Se.cton Se.cton 

1960-61 6 7. 2_0 3.!76 
. 

29.04 
1961-62 45.08 4.29 50.63 
7962-63 45.2 3 4.61 50.15 
1963-64 42.37 4.65 52.97 
1964-65 47.33 3.88 48.79 
7965-66 54.94 1. 96 43.10 
1966-67 59.09 1. 80 39. 11 
1967-68 55.45 2.82 41.73 
1968-69 50.39 3.17 46.43 
1969-70 44.95 3. 11 51.94 
1970-71 40.41 0.28 59.37 
7977-72 ·44 .• 96 1 • 27 53.83 
7972-73 48.68 0.33 50.98 
1973-74 56. 10 2.30 41.50 
1974-75 56.69 3.95 39.36 
7975-76 46.70 2.04 51.26 
7976-77 52.56 1. 42 46.01 

I 7977-78 46.32 2.73 50.94 
1978-79 47. 18 3.07 49. 74 
1979-80 50.46 2.00 47.53 
1980-81 48.31 3.57 48.12 
1981-82 46.29 . 3.63 50.07 
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Tctb.te 5.8: Sec.toJtCd AUoc.a.;ti.on ot) GJwM Vomutic. Cctpilal Fonma.;ti.oVl J..11 PubUc. Sec.toJt 

I ndMt!ty I Y ect!t 7 960-6 7 7967-62 7962-63 7 963-64 1964-65 7965-66 7 966-6 7 1967-68 7 968-69 7969-70 1970-71 . . . . .. . . 

-

Ag/tJ..c.u.Uwte 7 7. 6 7 1. 7 11 . 0 10.2 70.4 10.6 10. 5 10.2 7 2. 9 1 3. 7 71. 9 
F OfL e/.>tlttj 0.1 0,6 0.6 0.5 0.6 . 0. 7 0.6 0.8 0.7 0.7 0.7 
M-tiUngiQUCLMIJ 2.6 2.7 3. 3 4.0 3.9 2.4 4.4 3.3 2.8 3.6 3.0 

· · P !tJ..mctfLIJ 74.8 7 5. 0 . 15. 0 14.7 14.9 73.6 7 5. 5 7 4. 3 76.4 77.4 15.6 
Mw1ut)ctdw!.e 23.0 77. 5 76.6 16.8 18.2 22.7 26.8 22.4 2 7. 2 19.5 7 5. 7 
Co V1..6 t!tuc.tio 11 0.6 0.7 0.8 0.9 0.8 0.8 0.8 1 • 1 7 • 3 1. 3 0. 7 
U ec.t!tJ..c.ily I GM 7 0. 1 7 7. 1 16.3 18.4 76.7 77.8 '1 7. 7 76.9 79.6 22.5 2 3. 1 
Sec.ondctJLy 33.7 35.3 33. 7 36. 7 35.6 41.3 45.3 40.4 42. i 43.4 38.9. 
T!taV1..6pofLt StalLage 20.4 25.8 26.8 27.9 25.5 2 7 • 7 20.3 7 7. 5 18.6 76.2 78.4 
RM!Wctlj.6 75.3 79.2 27.5 21 • 9 79.7 75.9 1 2. 7 10.7 10. 0 8.0 9. 1 
Commun..{.c.a.ti.on 1. 5 1. 6 2.0 2.6 2.6 1.8 2.7 2.4 2.6 2.8 2.0 
T!taV1..6 po!Lt 3.5 5,0 3.3 3.3 3.2 3.5 5.4 4.3 6.0 5.5 7.4 
T~tade 0 ,_: -- Jl .s 0.5 0.6 0.5 3.3 2.3 4.2 7.7 1. 6 7.2 
T!taV1..6pofLt Comm-
T~tade T!taYL.6pofLt Commun. 20.7 26.3 27.3 Z8. 5 26.0 24.4 22.6 2 1. 7 26.3 77.9 25.6 
Bankingiin-6UJLanc.e 0.5 0.3 .. 0. 3 0.2 0.4 0.5 0.6 0.4 0.5 0.4 0.6 
Public. AdmJ..M-6t.!ta..ti.on 29.0 2 7. 6 22.3 79.2 21.9 18.8 14.5 27:5 72.6 18.7 17. 0 
O:t.heJL SeJLvJ..c.eJ.> 1. 2 1.4 1. 4 1.4 1.5 1 • 5 1.6 7. 7 2.0 2. 1 2.3 
F hl.ctnc. e and p eM o nal 30.8 23.4 24.0 20.7 23.6 20.7 16.6 23.6 15.2 27.3 79.9 

.6 efL v -<-c. e.6 
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Tabte 5.8 ~ontinued 

In du.o uy I Y e. all .. 1977~72 7972-73 1973-74 1974-75 7975-76 1g76~77 1977~78 7978-79 1979~80 1980~81 1981-82 

Ag JU.~'ui;tu!l.e. 11.8 13.4 11 • 1 10.2 9.2 1 3. 1 75.6 13.6 13.0 12.2 10.0 
F o !l.e.J.JUlf 0.7 0.5 0.4 0.4 0.4 0.6 0.7 0.6 0.5 0.6 0.5. 
lvkn.<.ng I QuaMy 3.0 4. 1 4.4 4. 8' 6.6 8.9 8,9 6.7 6.7 . 8. 1 9.2 
p tUJnOJtij 15.5 18.0 16.0 15.4 16.2 22.5 2 5. 1 20.9 20.2 20.9 79,7 

. Mcmu6ad:u!U.ng 17.7 18.9 21 • 6 25.3 18,5 23.8 22.6 20 • .J 2.J.3 22.4 20.8 
Conobtu~tion 0.5 0. 1 0,9 1 • 8 0.8 0.7 1. 3 1 .. 3 0.9 1. 7 1. 6 
Ue.~~dy IGcu 21 • 1 19,8 75.9 17.5 20.3 20.7 23.8 21. 4 22.0 22.4 22.5 
se.~ondMy 39.3 38.9 38.4 44.6 39,7 45. 1 47.7 43.0 46.2 46.5 44.9 
T JtaJto po Jd S:tOlr a g e 18.4 22.0 16.0 17.4 14.0 14.3 14.8 14. 1 13.4 74.9 13.7 
Railway.6 9.5 9.7 7.2 6.7 5.5 4.7 5. 7 5.4 6.2 7.4 7.2 
Commun~a:t.<.on 2.6 3.7 2.5 2.9 2. 7 3. 1 3.3 2.9 2.6 2.6 3.2 
T!l.an.6 pofd 6.3 8.6 6.2 7,7 5.8 6.4 5.7 5.7 4.7 4.9 3.3 
TMde. 4.7 -5.0 4.3 5. 1 15.5 1. 9 -2:,0 5.0 1 • 5 -1.7 3.9 
TMn.6pofd Comm 
TMde. 23,2 17.0 20.3 22.5 29,5 16.2 12. 8 19.0 74.9 1 3. 1 17.6 
Banlz.<.ng /I n.6 U!l.anc. e. 0.9 0. 7 0.5 0.7 0.5 0.7 0.7 0,8 0.6 0.8 0.8 
Pubuc. Adrni11M~on 18.6 2 2. 1 2 1 . 8 14.0 11.8 12. 1 . 10.3 1 3. 0 14.7 15.2 13. 7 
0 :th e/1. s e/1. v ,{.c. e..o 2.5 3.3 3.0 2.9 2.3 3.4 3.5 3.3 3.4 3,6 3.3 
F.<.nanc.e and PeMonat 
s e/1. v .<.c. e..o 22.0 2 6. 1 25,3 77,6 14.6 16. 1 14.4 17. 1 18.6 79.5 17. 8 
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Ta.bfe. 5.9: Se.c_:tocl AUoc_a:t<.on on Ne:t Vome.,c,uc_ Capda.f Fofcmation -Ln. Pubuc_ Se.c:to!t 

. 7960-67 7967~62. 7962-63 7963-64 1964~65 7965~66 7966-67 7967-68 7968~69 7969~70 7970~77 

Ag!t-i.c_uUuJr.e. 12. 5 72.9 1Z.2 1 7. 2 11. 6 11.6 11.6 . 17. 3 14.7 . 15.2 14. 1 
Fa Jr. e,c, :t!ty 0 • 7 0.7 0.7 0.6 0.7 0.7 0.7 0 .. 9 0.8 0.9 0.8 
tvUn.f-ng I (JuaMtj . 2.6 2.5 3.2 4.0 3.7 1. 9 4.2 2.8 1 • 9 2.7 1. 9 
P!UmMlj 15.8 76. 1 76. 1 15.8 75.9 14.3 16.4 15.0 17.4 18.7 16.8 
Manu6ac:tUJr.e. 22.8 15.8 15.} 15. 1 16.4 21. 4 25.6 20.4 18.5 76. 1 12.2 
c a Vl-6 :tftuc_ua n 1. 3 1. 5 1. 5 1 • 7 1. 3 1. 4 1 . 5 1. 9 2.3 2.4 0. 1 

1 
Uec_ruc_dy, GM 

IWa:teft 9.8 17.7 16. 7 18.8 76.9 18. 1· 17.6 16.6 79. 1 22.6 22.9 
/ Se.c_ondMtj 33.9 35.0 33.4 35.6 34.6 41.0 44.8 39.0 39.9 41.0 35.3 
1
TJr.an-6po!tt, S:to!tage. 15.8 22. 1 23.5 2 5. 1 22.8 18. 2 1 7. 1 13.8 15.4 12.6 75.6 

1 RcUi.way-6 11 . 7 16.3 18.9 79.9 17. 9 13.8 9.6 7.8 7.7 5.2 7.6 
·/ C a mmun,£.c_a-Uo n 1. 5 1. 6 2. 1 2.8 2.5 1. 7 2.8 2.6 2.8 3.3 1. 6 
T Jr.an-6 po Jr.t 2.6 4.2 2.5 2.4 2.3 2.8 4.6 3.3 4.9 4.2 6.4 

\T.JW.de. 0.4 0.6 0.5 0.6 0.5 3.6 2.6 4.8 9.0 1. 7 .8. 3 
TJr.an-6po!tt, Comm 
T!tade. 16. 2 22.6 . 23.9 25.8 23.3 21.8 79. 7 18.5 24.4 14.4 23.9 
Ban~,£.ng and In-6u!tanc_e. 0.4 0.3 0.2 0.0 0.3 0.4 0. 5 0,3 0.5 0.3 0.4 
Pubf,{.c_ Adm,£.n,{.}.,:tftaUon 32.2 24.3 25.0 21.3 24.5 20.8 16.5 24.8 15. 0 22.6 20.3 
O:th eft S eft v ,tc_ e,c, 1 . 5 1. 7 1. 4 1. 6 1. 5 1. 8 2. 7 2.4 2.9 3.0 3.4 
F -i.vLW1. c_ e-6· cmd P eft 

i-6 0 )1 af s CJ1. v ,{_c_ e.-6 34. 7 26.3 26.6 22.9 26.2 22.9 7 9. 1 27.5 18. 3 25.9 24. 1 
I 
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Tab.f.e. 5.9 c.un:Unue.d 

. 7977:..72 7972-73 .1973:_74 7974-75 1975-76 .1976:_77 1977:_78 1978-79 .1979""80 1980:_81 .1981:_82 
' 

Ag!Uc.uU:Wte. 14 ~ 1 j 6. 3 13 • 1 10.8 10.3 12. 8 18.2 7 s. 7 74.9 7 4. 0 11 • 6 
F o Jt e.-6 .:ttr_y 0.8 0.7 0.5 0.4 0.4 0.6 0.8 0.7 0.6 0.7 0.6 
Mbt-Wg I QuaJtJty 0.7 2. 1 1.6 4.2 5.7 6.7 (, 7 .4. 7 5. 1 6.3 7. 1 
PJU.ma~ty 15.6 7 9. 1 7 5. 2 15.4 16.4 20.0 25.6 2 7 • 1 20.7 21.0 79.3 
Manu6ac.tuJte. 15.0 17.0 20.2 23. 1 77.9 2 0. 1 2 7. 1 78.9 22.0 21.5 20.2 
Coni.:Jtftuc.tion 0.5 0.9 1. 8 1 . 2 0.5 j. 3 j. 3 0.9 7. 7 1. 8 
Ete.c.:t!Uc.ily, GM, 
Wa:teft 20.5 79. 1 14. 7 14.8 14.6 18.3 25.6 21. 9 22.6 23. 7 23.5 
Se.c.ondaJty 36.0 36. 1 35.7 39.7 35.6 38.9 48.0 42. 1 45.4 46.3 45.5 
T JtWM poftt, StoJtage. 16.3 18.6 1 3. 1 73.9 12. 1 10.2 12. 7 11 • 7 7 1. 0 12.3 10.0 
Ra.Jhvay-6 8.8 8. 7 5.9 5.6 4.8 3.4 5.3 5.0 5.6 6.6 4.9 
Co mmuvt-i.c.a:Uo n 2.3 3.6 2.3 2.5 2.5 2.6 3.2 2.7 2.4 2.4 3.2 
T.!WYv~ poftt 5.2 6.3 5.0 5.8 4.8 4.3 4.2 3.9 3. 1 3.3 1. 9 
T!tade. 5.5 -6.4 5.0 4.6 76.7 15. 1 -3.0 5.6 1. 5 . -2.2 4.4 
TJtetMpoJt:t, Comm 
TJtade. 21. 8 7 2. 2 7 8. 1 18.4 28.8 25.3 9.7 7 7. 2 7 2. 6 10. 1 14.5 
Ban.R.-i.ng & IMwianc.e. 0.6 0.5 0.4 0.4 0.2 0.4 0.5 0.6 0.4 0.7 0.7 
Public. Acim-i.n-i.I.:J _tJw.,:t,{_o n 22.3 26.9 25.8 2 7. 9 76.9 7 2. 0 7 2. 7 1 5. 1 . 17,0 7 7. 7 7 6. 1 
Ot h e.Jt s eft v -i.e. ru~ 3.6 5.2 4.7 4. 1 4.0 3.4 4.0 3.9 3.9 4.2 3.9 
F -i.nan c. e. and P eM o nee£ I 

J 
s eft v -i.e. e.-6 26.6 32.6 30.9 26.4 21 . 1 15.8 16,6 79.6 21 . 3 22.6 20.7 
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Tab te. 5 . 1 0 : Y eM ;to Y e.M. Gtwwth Red e.-& _,{_n GD C F 

( .{_n . % ) .. A:t . · c.wur.e.n:t p!Uc. eo . . 

I ndlL6:tfLIJ I Y e.M. ... 1960-61 1~61~62 7962~63 1963-64 7964-65 7965~66 7966-67 1967~68 7968~69 7969~70 1970-71 

Ag.tUc.uLt.wr.e. -0.47 14.29 2.50 13.01 8.27 -10.30 0.00 14.81 O·. 32 5. 79. 6.08 
IF o Jteo:t!Ly -8.33 27.2 7 -7. 14 23.08 18.75 -15.79 25.00 -15.00' 0. 00. 11. 7 6 5.26 
iM)_MJ'tg & Q.UM!tlj 2. 1 3 52.08 34.25 5. 1 0 -34.95 6 7~ 16 -21.43 -25.00 30.30' -2.33 7. 14 
Ptu.mMIJ - • 37 21.56 9. 17 71. 2 -2.52 2.84 -5.03 3.97 5.34 4.35 6.25 
Manut]ac.tu.tUng - 25.24 15.61 77.85 79. 21 33:26 6.82 -14.37 -73.7.3 -9. 04 -5.83 79.72 
CoM:t.Jtuc.uon 18. 18 38.46 22.22 -9.09 75.00 -8.70 42.86 6.67 0.00 -90.63 3.67 
Ete.c.ruc.dy Gcu, 6[!.49 75.26 25.35 - .22 7 3. 96 -9.88 -2.63 5.63 14.07 79.63 -2.34 
Se.c.ondaJtu 3.08 7 5. 9 7 7 8. 6 7 8.59 23.84 - • 68 -8.75 -5.08 7.98 . 4. 76 7.60 

I -IT Jtan.o po Jt:t S:to !tag e. 24.46 26. 7 3 75.75 0.44 -77.49 -73.74 -71.88 -3.26 -13.48 32.73 6.65 
Rmway.o 23.27 35.65 73.46 -7.32 -13.74 -30.97 -9.29 -75.79 -27.25 32.80 71.95 
I C ommun_,{_c.ilio n 0.00 57. 14 45.45 9.38 -28.57 40.00 -8.57 -3.13 6.45 -15.15 39.29 
1 T !taM po Jt:t 40.63 -20.00 72.50 4.94 7 6. 4 7 4 7. 4 7 -79.29 26.55 -9.09 56.92 -8.82 
iT~tade. 66.67 70.00 2 7. 2 7 -7. 7 4 623.08 -36.77 85.00 66.67 -78.92 410.26 -29.65 
\TJtaMpo!t:t Comm 

25.79 75.97 0.29 0.43 -76.26 -7.89 70.33 -32.70 67.45 - 3.52 1T1tade. 25.73 
iBanung and IMU!tct11c.e. -40.00 0.00 -33.33 150.00 30.00 75.38 -26.67 18. 1 8 -23.08 70.00 58.82 
Public. Admin)_.Q:tftilio n -2 6. 7 9 25.52 -4.72 25.65 -8.23 -30.28 51. 74 -46.47 46.53 6.08 76.99 
O:the.Jt S e.Jt ll -Lc. eo 7 g_ 7 8 75.38 10,00 6.06 20.00 - 4. 76 72.50 6.67 6.25 25.49 75.63 
F)_nanc.e., 25.27 24.52 -4.21 25.35 -6.05 -27.46 45.33 -47.48 38.74 9.37 7 8. 7 2 
To:t.Ovt -7.59 27.37 7 7. 00 10.08 6.79 -9.56 2.37 - 9,03 -1.00 76.86 6.64 
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Table.. 5. 1 0 c.onuvw.e..d 
[ht %) A:t co~U>:tant P!Uc.eA 

.. 

I ndU4:tJr..y I Y e..a.Jr.. · 1972-73 1973-74. J974rJ5. 7975-76 7976-77 7977.,-78.7978-79 1979-80 7980-81 1981-82 .. . .. 

Ag!U.c.ui..tu.Jte.. 20.06 -0.72 -73.94 73.97 37.50 14.80 6.06 1. 02 -1. 16 -10.26 
FoJte..6:tJty · -15.00 -5.88 -12.50 14.29 50.00 16.67 7.14 -3.33 20.69 - 8.57 
AUning and Qua.JtJty 43.33 2 7. 97 1. 82 74.40 31.06 -3.97 -8.94 5.95 27.53 23.57 
PJtimatLy 23.09 5.66 -9.55 32.7 35.15 7.43 0. 77 2.48 8.93 2.90 
Manufiac.:tu.Jting 13.60 36.09 1 0. 16 -7.54 24.21 -8.23 8.43 21.85 1. 7 0 ·7 • 79 
Co VLf.> :tfutc.Uo n -71.43 725.00 87.88 -41.94 -19.44 82.76 24.53 -25.76 89.80 7.53 
Ue..c.:t!Uc.i:ty Gcu 

Wa:te..Jt - .64 -4.03 3.52 46. 79 -1.55 1 0. 81 8.84 8.87 7.55 9.89 
Se..c.onda.Jr..y 4.91 17.90 79. 79 12.24 10. 11 1.86 9.07 73.93 6.24 5.60 
TJta.V!4poJt:t S:toJta.ge.. 26.61 -13.48 2.35 1 • 3 7 - .81 - .49 15.38 1 • 13 76.97 .48 
R.a..itway.o .8.54 -11.48 -72.22 2.53 -76.46 17.24 . 14.71 19.78 26.97 . 5. 54 
Communication 47.44 -18.26 . 8. 51 77.65 12.50 2.22 5.07 -5.52 6.57 34.2 5 
T!ta.MpoJt:t 45.16 -13.70 16.74 -5.88 7. 8 1 -14.86 2 2. 13 -13.24 9.64 -25.27 
TJtade.. -212.74 -202.5 7 1. 8 0 282.78 -87.95 -797.59 -407.41 -68.27 -222.78 -346.39 
TJta.n-6 poJt:t Comm 
T!tade.. -2 2. 1 9 42.27 4.35 65.36 -46.77 -23.96 80.00 -16.98 - 6.94 46. 13 
Ban~nq and IV!.6uJta.nc.e..-14.87 -77.39 21.05 -8.70 38. 10 -3.45 35. 71 -18.42 4 7. 94 7 5. 9 7 
Pub.£.ic.~ Adm..tni.ohr.auon2 5. 77 17.75 -9.82 2.97 40.38 - Z.05 16. 78 7. 78 17. 11 7. 00 
O:the..Jt Se..Jtvice...o 39. 79 8.74 -9.82 2.97 40.38 -2.05 76.78 7. 78 17.11· 1. 00 

1 
Finane. e., 25.67 75.63 ..:34.74 4.85 7. 7 0 -14.12 43.62 15.54 10.72 - .55 

l To:tat 6,02 79.23 -5.97 26.04 -3.05 -3.65 27.03 5.93 5.65 9. 16 
I 

l 
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Table 5.11: Ve~ompo6~on on Publi~ Inve6tment 

PRIMARY SECTOR SECONVARY SECTOR TRANSPORT,COMMUNICATION,TRAVE 

PUJte Pt..:.Jte. In-teA PWLe. PUJte IntVt- PUJte PUJte. 1vz:tVt 
G!Lou;:th Weight Ac:t.J.on. G!Low:th Weight action G!Low:th Weight action Tot-o 

_________ E~o~oe_ct ___ E~n~oe_ct ___ T_e._nm_, ___ ·_r_o:tM _____ E~n~ne_ct __ ._E~n~ne_ct ___ :t_vm_·_· ___ ·_To_:t_al ___ E~n~6e_ct ____ E~66~e-~_· __ :tvm _______ ~_ 

YeM 

1961-62 14. 12 -0.003 0.1748 14.29 18.84 0.2152 . o. 8954 79.95 .5956 6~75 0.1617 6.97 
7962-63* -17.89 0. 049 -0.0284 -77.86 9.23 -2.44 -0.415 6.37 -24.94 2.38 -0.90 -2 3. 47 
1963-64* 32.88 -2.44 -0.54 2~.89 -IJ5.40 46.52 -25.09 -~43.93 -462.02 21.03-20.65 -461.64 
7964-65* -67.57 0.514 -0.629 -67.68 767.29 -1.27 -2.26 163.76 c 1. 2 3 -0.223-0.110 ·0.9115 
7965-66* 4.88 ·o.zoo -0.4259 4.65 53.35 8.28 8.51 53.58 -26.51 -0. 041 1. 57 -24.97 
7966-67 -8.96 0.44 -1.22 . -9 •. 75 -27.89 -0.23 -2.73 -30.86 29.41 2.46 -2.18 29.70 
1967-68* 12. 79 .4923 .88 11.80 14.59 3. 77 -1.58 16.78 -24.31 -.1560 1. 00 23.80 
7968-69 2.45 1. 01 0.35 3.82 35.47 -1 • 7 1 7. 54 35.90.-176.71 5.95 24.71 -734.84 
7969-70 -0.914 0.3144·-0.058 -0.658 6.55 0. 140 0. 7 9 6.89 147.40 15.40 -47.19 115.61 
1970-71* 3.24 -0. 79 -0.34 2. 1 0 -12.07 -2.09 -1.24 8.72 -124.07 51.05 -53.72 -1.26.73 
1971-72* 426.12 -0.57 -1.54 424.0 -769.97 4.31 -1.53 -167.17 -776.21 13.94 73.93 -688.34 
7972-73 -20.14 4.36 -3.29 -19.40 38.59 -0.157 -0.404 38.03 112.89 10.34 -30.09 93,20 
1973-74* -70.90 -0.46 1.24 --10.12 -73.45 -0.3099 -0.7507 -73.60 - 25.59 5. 05' -4.93 -25.03 
1974-75 27.59 .1844 -0.81 2 0. 51 3.66 1. 77 . 0.58 6.03 38.71 0.3614 4.22 43.26 
7975-76* 3.26 1.78 0.1746 5.22 -7.09 -3.96 0. 7799 -4.94 -100.58 36.44 31.37 -101.51. 
7976-77* -18.08 5.05 -4.07 -77.10 -14.82 0.1456 0.1188 -14.80 - 64.27 0.264 7.51 -56.49 
1977-78 -3.64 1. 02 -0.94 -3.56 5.55 0.5070 1 • 12 7.18 103.3 22.46 -52.91 72.89 
7978-79* 3.42 -0.1659-0.5489 -2.7G4 --24.03 -2.59 -2.56 18.86 -88,37 36.15 -43.89 -96.06 
1979-80* -491.01 -6. 13 -15.98 468.91-1202.30 -·164.55 -90.89 -1128.64 694.7 2 54. 18 -150. 2 3 798.65 
1980-81 -34.73 7.59 -1. 0 7 -34.27 -8.3 • 4554 -0.046 -7.97 225.39 3.57 -26.87 202.03 
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Tabte 5.11 ~ontinued 

ERS R 
SERVICPnt Yeeut Pu.Jte · eJt -<-n 

wugh:t ac;U_on To:tat GJtow:th ).n % 
E e& :teJun Jta:teo ------

1961-62 66.75 8.15 -16.06 58.84 22.95 100 Note: 1 • I:t ~ :the ~hange ).n :the 
1962-63* -64.78 1. 43 1. 68 -65.03 -10.36 100 Jta:te 0 n gJtow:th 0 n publi~ 
1963-64* 765.67 14.93 -104.91. -675.68 - 9.26 100 ).nvv.dment, {G~ - G1), thd>t hcv.f 
1964-65*-197:70. 22. 14 -27.42 -202.98 -3.28 100 been de~ompo.6 e • 
7965-66 -30.85 1. 04 3. 71 -26. 09 -16.34 100 
7966-67 126.50 9.44 -25.03 110.91 77.92 ·1 J0 2. A negative .tJ).gn dou nat 
7967-68*-726.59 27.73 -53.12 -757.97 -1 7. 40 700 ).mpty a negative gJtow:th Jta:te, 
7 968-69 235.77 43.48 -84.03 795.67 8.03 100 d f.J).mpty meaY/..6 :that .the. 
7969-70 -25.02 7 3. 22 -70.1J4 -21.84 77.85 700 gJtow:th Jta:te ).n :the .6u~~eecUng 
1970-71* 78.34 -1.257 -1. 7 8 +15.90 -70.27 100 ye.eut ~ ieo.6 :than :the p!te-
7971-72* 242.50 63;04 26.09 331.50 -0.67 100 ~ee.cUng ye.eut 
7 972-73 -76.65 7.89 -3.07 -17.84 73.21 700 
1973-74* -52.32 -0.4970 7. 58 ·-51.23 -25.14 100 
7 974-75 31.38 8.43 -9.67 30.27 37.97 700 3. * ).nd,L~a;te,o a de~ne. ).n 
7975-76* 2.67 .9523 -0.44 . 7. 2 2 -15.05 100 Jta:te 0 n gJtow:th 0 n :to :tat 
7976-77* -11.87 -14.07 0. 4 7 59 -77.59 25.94 100 publi~ ).nveo.tme.nt 

!1977-78 23.84 -0.06 .2690 23.48 34.79 • 100 
7 978-79*··28. 65 8.79 -5.64 -25.30 -13.86 100 
7979-80*-299.3 87.56 -27.76 -238.92 -0.27 100 
7980-81 -59.73 2.72 -2.86 -59.86 3.57 100 



Chap.te/L 6 

FURTHER DISAGGREGATION: PUBLIC INVESTMENT 

IN IMPUSTRIES OF USE, BY TYPE OF ASSETS 

In. ouJL cLi..,sc.uMion tte.gah.cLi_nq :the. ~.>:tftlLduJLe. o6 invu:trne.Vt:t, Chap:te.tt 4, we. 

ckvide.d 11 pttoduc.tive. ac.c.urnutatiovl." in,to pttoduc.tive. invu,trne.Vt:t and c.hangv., in in

ve_v!:tottiv.,. Wh.-Lte. Chctp:te.Jt 5 Waf.> de.vo:te.d ,to a. dMc.UJ.>.oion on pttoduc.tive. ac.c.urnutation 

ac.Jto/~~' ~vl.dUJ.>:tttiU, in :thM c.hap:te.Jt we. pttopo.oe. ,to :tak.e. up pttoduc.tive. invu:trne.Vt-t {)ott 

ana1.y~.>i'->. 

The. ckf.>,t}t..tbu:tion o{) :to:ta1. c.apilal_ flottrncttion by indUJ.>buU gave. U1.> an idea 

ofl :the. qJtaduai_ :t!Lano6oJtma:tion o-6 c.ompa.6i:tioV! ac.JtoM indM:tJtiu but a moJte. cU-6-

agqJte.ga.te.d ~.>:tudy ofl :the_ ~.>;tJtuc;tuJte. On c.apilcti fioJtrna:tion in :te.Jtrn-6 o{) nixed c.apilal_ 

6ottrncttion (and ill c.ompone.~) wilfun e.ac.h indu.l,:tJty o{) Me. M WaJtMVl:te.d 6ott ob:tain

mq C(Vl ide.a Ot :the_ e6 fie_c;t 00 invv.,:trne.Vl:t On au.grne_nung c.apilai_ ~.>:toc.f<. Ot\ :the. e.c.onomy 

in ge.neJta1. cmd ofl :the. na;tu/r_e. on demand ge.ne.Jta:te.d by invu:trne.Vt:t in patttic.utatt whic.h 

rrU_q~t add :to OUJt unde.Mtanding OtJ :the. irnpac.:t o{) pubUc. invv.,:trne.Vt:t on mdUJ.>.:t:JUa£_ 

de.c.e£ e.JtCJ.tio n. 

FoIL :the. v.,:timcl.tio n o 6 c.apilai_ fi oJtrn(Vt: ·.an Natio na1. Ac.c.o u~ S:tatil.>tic.J.J ide.Vt:ti

Me..J.J -.thtte.e. impoJttan:t 6 ottrn~.> in whic.h ph.y.oic.a£ cu.o e.;t6 Me. ac.c.wnutcde.d viz. c.ono:tftlL

c.:tion, rnac.hine.tty and e.quiprne.Vt:t, and inve.Vt:tohiv.,. The. &ottrne.Jt :two Me. ctubbe.d 

:toge.:the.tt :to fiottm fiixe.d c.apilai_ 6oJtrna:tion, whic.h irnpUv., t.ha:t 6-Lxe.d c.apila£ 6oJtma

tion C.ompwv., ofJ: 

.{_. a ma:teJU..al_ c.ompone.n:t 

.{_.{_. a c.oVtJ.J:t!Luc.tion c.ompone.n:t 
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c.ommocl.ily c.ompo.odvi.on bu;t al.oo -Ln teJLm.O o& thw de.mcmd ge.ne.Jta;U.on and c.ol1.6e.

qu.evu:ly thw_ -Lmpac.t on {J-Lnal ou..tpcd. He.nc.e. the.y ne.e.d to be. tfteate.d .oe.pe!LateY..y 

wluxe. anci.£y.o-Ln.q tfte.nd.o -Ln fiixe.d c.apila.Y_ fJO!l.m~n. 

mac.h.inVLIJ and e.qtupme.n..t, c.on.o-Lde.Jt the. fioUowin,q e.x.cunpfe.: 

and 

-t7 mat~ajl_ c.ompone.nt 

A.o.ownbw ~that -Ln p~od Z tl1e. pftopofl.;t_A_on o6 c.o11.0tltu.~on c.ompone.nt -Ln pub.Uc. 

S-Lnc.e. the. pftopoJL.tio11 o6 c.o11.0tltu.~on c.ompone.nt -i.J1. I 2 ~ h-tgh0, wh-Lc.h bwg 

faboutt. -Ln..te.11.0-Lve., the. fiac.toft payme.n:t6 a.o.ooc.~e.d wilh il w-LU be. h-tgh, -Lmpfymg 

,theJLeby that the. "t]ood-gftam inte.n.oJxy" oft "c.ol1.6umeJL good -Lnte.11.0ily" o6 I
2 

will 

he. fu()heJL vlo-a-v~ I 1• FulttheJL, .o-Lnc.e. ~ ) -t1;, :the. -LmpLi.c.~on that {JoUow.o 

to :that "c.apilal good.o ii'Lte.11.6illj" Oft '"mat~ -Lnte.Mily" w))'_l be_ lugheJt: m I 1 

a.o c.ompafte.d to that o6 I2 . 

.OUc.fL Une.-6 will_ af.OO heJp lC.6 -Ln U.Vlde!L.6tanMYJg the. -Lmpac.;t Oft a .On_A_-6;t in inve..otme.nt 
' 
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c_apdaf {JoJtma.;U_on iv~.-to c.ono:tJtuc;i.-.{_on ( b~dinq-6, Jtoad-6, otheA c.o11-6thuc_tion) cmd 

pMduc.eM duJw.bC.u (mac.hineAy cmd e.quipme.vu:J Ue.-6 in the. -6pan on the. e.c.onomic_ 

.UfJ e. o ~ wU;to in the.-6 e. :two c.c~te.g ohie.-6 . B~d.)_ng-6, Jtoad-6, bhidg e.-6 anrl -6 o on 

e.xte.1ttrf-6 6f1om 6-ive. l]e£UL6 to 40 ye.aM anrl thn.t ot) c.or.ottu1cilon floJt 40 yecur-~ to 

. 1 I 
100 lj'?JUL6.-

The. thif1.d c.omp~11e.nt o{J c.apvae. floJLma,t-Lon, -tnve.ntotie.-6, aJte. flu .. nc_tioncdly 

dA._fJ fl eAe.vU: {)Jtom both madu.neAy and e.quipme.nt a-6 will a-6 c.o11-6ttulc.tion.. A-6 agail1-6t 

the.-6 e. two c_ompovte.IIJ.t-6 inve.vttohie.-6 do not dJ.Jte.cily add to pJtoduc_tive. c_apaUty but 

c.aMyivtg on. o-6 Mme. ivtve.vU:ohie.-6 i-6 vdaf. to the. maivU:e.vtavwe. o6 avt e.{)flic.ie.nt 

pJtoduc.tion. pJtoc.e.-6-6 avtd otheA th--i.i1g-6 Jte.mainivtg the. -6ame. inc.Jte.a-6 e. ivt pJtoduc_tive. 

c.apac.dy will oJtdivta.JrJ.1_y Jte.quA._h_e. laJtgeA ivtve.ntohie.-6. 

s p6.Y 
wheAe.);.' i6 the. aveAage. pe.Jtiod ofi tuJtvt oveJL (i.e.. Jtatio be.twe.e.n the. volume. ofl 

inve.ntoJLie.-6 and the. vtatiovwl pJtodud:), OJt the e.c_imomic_ ufle. ofl the. ivtve.ntoJLie.-6. 

Evide.vttilj the. e.c.o-vtomic_ ufl e. 0 Q ivtve.n.toJLie.-6 will Vahtj de.pe.vtdivtg OVl a mu..W_tude. 

1. Gotho-6kaJt, S.P. (1980) 
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0 6 6 ac.:toM ( fik.e. de.ma11d, f!.iJ./te. 0 {) iVI.:teAU:t, b O!Le.c.M:U ) a .-L6 e.x:t!Le.me.fy ).) hofLt Whe.VL 

c.ompcVLe.d :to mac.~11eAy a11d e.quipme.Vl.:t a11d c.oM:tJwc.tio11. Evm c.ompM;_;t;_o11illy 

~ve.VL:t.o~u may di66eA {J!Lom mac.~e.!Ly a11d e.quipme.VL:t,a11d c.oM:tfLuc.;t;_ol1 M :the.y a!Le. 

qe.11Vric£.ty a C011gfome.f!.iJ./tio11 o6 he.:teJLoge.11otL6 -<.;te.m).) w~ch i11c.fudu {Ji11.-L6he.d good).), 

,6emi- fl i11 i 1:>flerl goo cU. (U'ld haw ma:tvuLcC-6, and oiJviow.,iy :the. ~ve.11:to~u o{J fLaW ma:twal 

cuz.e. vuz_ceAM!t!J flo!L p!Loduc.tion in a way that -6:toc.k-6 o{J Mwhe.d/ ).)e.rn_{ Mw"he.d good).) 

a!Le. no:t. The. hiteAoge.now., c.ompM;_;t;_ol1 -L6 v~bfe. and .-L6 de.pmde.VL:t 110:t onfy 011 

:tC'_chJ1/Lcaf flac.:toJr.J.J bu:t o.l!.Jo 011 :the. 11a:tu.!Le. o{J e.c.o11om_{c. o!tgawatio11 w~c.h di36vu 

~fLam iHdu}.}:tfLIJ :to i11du).):tfLy. 

I11 add;_;t;_ol1 :to :th.-L6, ou.!L iVL.:te.!Lu.:t ~ i11ve.Vl.:to!Ly be.haviou.!L d~vu {J!Lom :the. 

iM:tab;_u;ty :tha:t i11ve.Vl.:to~U m_{gh:J:. _{rnpafLt :to fo11g .:teAm c.ap;_;taf nOI!.maU011 a11d may 

p!tove. :to be. a11 e.xpfa11a.:toJty vc~bfe. i11 :the. ~:tabUdy i11 pubfic. i11vu:tme.VL:t w~c.h 

we. ob-5e.Jtved i11 :the p!tec.eedi11g diap:tvu. 

Be{Jo!te fooki11p a:t :the emp~c.af evide.11c.e. 011 :the f!.iJ./te a11d pa:t:te.hnJ.J o{J gJtO).)).) 

6ixe.d c.ap-<..:tat {JoJr.mation· a11d ~ c.ompo11e.Vl.:t).),a wo!Ld about :the. data w.,e.d i11 :th.-L6 

c.hap:te.!L .-L6 i11 o!LdeA. 

The. N.A.S. p!tovidu data 011 c.apilaf t5ofLmatio11 by :type. ot5 M).)W oVI.fy a:t 

cuMe.v~t p~c.e).) tSO!t public. ).)ec.tofL M a whofe.. A-6 WM fuc.M).)e.d i11 Chap:te.!L 3, 

:the. Ce.V!:t!taf S:tati).);t;_c.af O!Lgawatio11 dou 11o:t p!Lovide. de.{Jfa:tofL).) {Jo!L c.apaaf 

{Jo!tmaUOV! by indw.,~ c.a:te.goJty a11d :type. o{J M-6W and :the. Me. on ove.fLill f'..C.0110mlj 1
).) 

de.bfa:toJt .-L6 uMuaabfe. M :theAe. a!Le. c.ompo).);_;t;_o11al dinneAe.l1c.eA be.twe.m c.ap;_;taf 

t5oJtmatio11 i11 pub-Uc. ).) e.c.:toJt a11d :the. whofe. ec.o11omy, a:t :the. agg!Le.ga:te. le.ve.f ( Fo!t 

de.:taile.d d.-L6c.w.,).)iol1 ).)ee. Chap:teA 3 J. A).) ).)uc.h, we. have. w.,e.d public. ).)e.c.:tofL _{rnpfic.a 

de.bfa:toM iJo!t c.o11veA:t.i11g c.u.Me.Vl.:t p~c.u -6~U 011 nixed c.ap;_;taf noJtmatio11 i11.:to a 

C.OI1).):J:.al1:t p~c.e. ).)e~U. The. me.:thod adop:te.d, w~c.h :tak.u C.a!Le. on ill c.ompMiti011af 

p!toble.m ~J.J M &olfow).): 
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CutULe.nt ptU..c..e. v.,timatv., on type. o() M!.:JW by indM.br.y ofJ Me. {jolt type. 

o tl authoftity we.ne. tak.e.n {jnom PubUc.. Se.c..toJt Tnamac..tiom, CSO, 79 83. Thv., e. 

c..UJUT..e.nt ptU..c..e. ~5timatv., pnovide. data {jon Public.. .o e.c..toJt in e.ac..h indM.tJr.y o -6 Me. 

on t)ixe.d c..apda£ t)oJtmation, fuaggJte.gate.d by c..oM.br.uc..Uon, mac..hine.ny and equip

ment, ~nve.ntotU..v.,, de.pne.uation, GJtoM domv.,tic.. c..apit'a.e. {joJtmation and ne.t_ domv.,tic.. 

capita£ {joJtmation. Atong.oide. with thi.o data, we. had c..u.Me.nt and c..omtant pftic..e. 

v.,timatv., on GVCF in public.. .oe.c..toJt by indMtJty ofJ Me., {!nom the. N.A.S. 

FJz.om the. tafte.n, (N. A.S,/jruv., l an implicit de.t)latoJz. .oruv., {joft public.. 

.o e.c.toft GVCF in e.ac..h indM.br.y WM c.ompute.d and thi.o de.6fa.XoJt wa.o M e.d to de.{jlate. 

the. public.. .o e.c..ton GVCF in the. CSO .o e.Jtie..o by thw ne..o pe.c..tive. ~ndMtftie..o. The.vt 

pnoc..e.e.d_ivtg ovt the. MJ.:Jumptiovt that the. !tate. o{j inc..Jt_e.Me. in public.. .oe.c..toJt GVCF avtd 

.otoc..k..o {jon a paftticuta.Jt ~vtdMtJty w~ be. the. .oame. the. above. druve.d implicit 

de.fllatoM we.ne. Me.d t)on cUUr.~vinn at c..omtaVk p!tic..e. . .orue..o ovt GVCF avtd .otoc..fz 

6Oft e.ac..h .{_vtdM.tJr.y' the. GVCF !.:J rue..o (()a/.) 0 btaivte.d at c.o mtant pftic..e..o . The.vt M ivtg 

the. p!topo~ovt o{j c..oVLJ.:J.br.uc..Uovt avtd mac..hine.ny avtd e.quipme.nt to Gno.o.o {jixe.d capita£ 

fJoJtmatiovt a;t c..u.Me.nt p!tic..e..o, the. c..oVLJ.:J;tant pftic..e. e..otima;te..o ofJ mac..hivte.Jty avtd e.quip

me.nt, avtd c..oVLJ.:JtJtuc..tiovt we.ne. de.!U_ve.d.'!:...l 

-
the. public.. .o e.c..toJt M a whole. ail the. ivtdMtftie..o we.Jte. aggJte.ga;te.d. 

M 

A.o {jan M the. .oc..ope. ofJ c..oVLJ.:JtJtuc..tiovtl_a c..ompovte.Vl.t ofJ capital {joJtmatiovt iJ.:J 

C..O VLC.. e.Jtn.e.d, .{_;t Jte.pJte.!.:J e.nt!.:J va£ue. 0 b C.O VLJ.:Jtftuc..tio n put ivt place. ivtc.luding the_ 

iVLJ.:Jtatte.d vatue. of! e.quipme.VI(t which iJ.:J. an inte.gfta£ pa.Jtt o{j a .otJtuc.tu.Jte - - hoMe., 

2. Se.e. Chapte.Jt 3 above. {jon de.tcUh 
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p£.an-t, b!U_dge., haJthouJL de.. and -i.J'Lc.lucU_ng wha-t Me. Mually du~gna-te.d ew majoJt 

The. ;.,ha~te. ofl pubu.c. ;.,e.c.-ton c.ovt-6-tftuc_tion hi. -the. aggne.ga-te. e.c.onomy' -6 c.ovt-6-tJtU

c.-t~on ;.,how;., -tha-t~ ;.,f1a1te. ha-6 ~nc.ne.cwe.d fl!tom abou-t ZZ% hi. 1950-51 -to 65% ~n 

1979-80. Howe.ve.~t,-thM JU.lle. ha-6 no-t be.e.n ;.,e_c_ufaJt. Vu!U_ng -the. 6~-t M6-t~e.n ye.aM 

-the. ;.,ha~te. ofl pubf~c_ ;.,e_don c.on-6-tftu.c.tion -t!Le.ble.d ~e.f6 Jte.ac.Mng an ail- ~e. h~gh 

o6 67% ~n 7964-65. The.~te.an-te.n -the. i.JhMe. on public_ J.Je.don ~n c.ovt-6-tfLUc_tion de.c.line.d 

pe.M~-tenti.y and only a de.c.ade. fa-te.~t,Le.. ~n 1973-74 wew the. e.Mtie.Jt le.ve:t _ 

ac.Me.ve.d. Afl-te.Jt 1973-74 ~.-6 -6haJte. ha-6 be.e.n flluc.-tuating be.-twe.e.n 46% and 64%. 

A-6 ag~Vl-6t ;t(~' -the. wugh-t o6 C.OVl-6-tfLUc_tion in public_ ;.,e_do!t g!L0-6-6 {l~xe.d 

c_apdctf. {joJtma.Li.on hew floUowe.d a c_yc_lic_af patteAn Jtounhfy wlih a p~od~c.Uy ofl 

4-5 ye.aM- d cte.c.line.d be.-twe.e.n 7954-55 and 1959-60, ~nc.Jte.a-6e.d {lnom 7959-60 cmd 

7964-69 -then ag~n -the. pe_!U_od 7965-66 -to 1969-70 ;.,aw -the. .6hMe. de.c.Une.. The. p~od 

1°fo 0 -70 to 1973-74 Wa-6 a pV!..--Lnrl. o£ ~nc.Jte.a-6e. whe.~te.ab;te.Jt d hew be.e.n {jfuduatinq 

ID d:fw1d ru ur apmne.vU: patte.Jtn. The. c_yc_.f_e_ howe.ve.Jt c.onc.e.af-6 a. rie.c.li~ng -t!Le.vrd. 

Loo!Ung a-t -the. plan pe_!U_od gJtow-th fLa-tu we. 6ind -tha-t :the. c_ovi6-tfLUc_tion 

c_ompone.vtt o-6 c_apliaf {loJtmation gJte.vJ a-t a C.O"'"V)ound annuaf !La-te. o{l mane. -than 10% pe.Jt annum 

du!U_ng /the. pfan plliod-6 e.xc.e.p-t -the. .6e.c.ond plan and -the. plan holiday. Though the. 

h~ghe;.,;t gnow-th hate. ofl 16% wew Jte.c.onde.d du!U_ng -the. {l~:t plan -the. {l~guJte. appe.a!L-6 

:to be. ~n{lla-ted by a ;.,mall bewe (Table. 6.5). 

It wew dUning the plan holiday :tha-t c_ap~ fioJtmation hi. c.oVl-6-t!LUc.tion 

dec.l~vre.d ~vr ab-6olt~e. mag~de. a-t a !La-te. o{l 4.69% pen annum -the.~te.by b~ng -the. 

btr.uvr:t o 6 pub£~c_ ~nvu:tme.vtt de_c_e.fe.~tation du!U_ng -tha-t plliod. While c.ovt-6-t!LUc.tion 

c_apliaf {loJtma.Li.on de.c.u.ne.d a-t -4.69%, GFCF ~n public. J.Jedon de.c.Une.d a-t -Z. 30% 
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ac.c.owrte.d £oiL 7 2 5% ofl th.e. de.c.livte. ;{.vt GFCF. The. ~eJt .te.vet on gtwwth. ac.h.;te.ve.d 

ptUo!t to the. pian hol-<-da~f wa.o h.owe.ve.Jt Jte..otoJte.d dU!Uvtg the. 6ouJLth. plavt (Se.e. Table. 

6. 5) 

Cont!tafty to .ouch h_;_gh gJtowth. Jtate.-6 ac.hle.ve.d by th.e. public. .oe.c.toJt -<-vt c.ovt

.otftuc_;t;_on, the !tate. am{ patie.Jtvt o6 gJtowth i_vt the. puvate. .oe.c.toJt ha-6 be.e.vt fumaL 

Onf.y du~cr the. th.Jte.e. ye.aM o6 plavt holiday ha.o the. c.ovt-6tftuc_;t;_ovt c.ompovte.vtt gJtoWvt 

at Ct !tate. c.ompa!table. to that of\ the. public. .oe.c.toJt. The. mve..otme.vtt -<-vt c.ovt-6tftuc_;t;_ovt 

-<-vt the. puvate. .oe.c.toJt ha.o bee.vt de.c_liyt_{_ng -<-vt ab.oolute. magytJ_;(:ude. dU!Uvtg the. 1.ot plan, 

2nd plan and the. 6oU!tth. plavt - -<-n the. 69U1Lth plavt ;_;t de.c.R_;_vte.d at a !tate. o{j -72% 
' 

pe.Jt anvtum. Eve.vt whe.n the. !tate. o 6 gJtowth. ha.o be.e.vt po,o;_;t;_ve. ;_;t ha.o be.e.n low. Vwuvtg 
th.i trri 

theL avtd the. 6-<-{Jth plan, the. ovtfy two pe.ftJ_ocU, whe.vt !tate. o{j gJtowth. wa.o pM;_;t;_ve., 

tha;t -<-n the. p.tUvate .o e.c.toJt ( M de6-<-vte.d by M) -<-vtc.lude..o hou.o e.hold nu-<-de..~ c.ovt-

,o;tJtuc_;t;_on ilia. To that e.x.te..vtt ovte.. c.avt v;_,ou~e.. the.. me.ag!te. c.ovt;tftJ_bu;t;_ovt o6 the.. 

puvate.. c.o!tpo!tate.. .oe..c.toJt to c.ovt-6tftuc_;t;_ovt c.ompovte..vtt ofl 6-<-xe..d c.ap;_;taf 6oJtrria;tJ_ovt. 

W;_;th .ouch low gJtowth Jtate...o, the.. puvate.. .oe..c.tofr.. ha.o c.ovt-6-<-de..Jtably de..p!te.-6-0e..d the.. 

aggJte..gate.. e.c.ovtomy' .o -<-vtve...otmevtt ivt c.oMt!tuilion - the.. weight o{j puvate.. .oe..c.toJt -<-n 

c.oM.:t!tuc.Uon -<-nve...otmevtt though. de..c.R_;_VlA.ng ;_,o .oub.otarL.tial.. That the.. Jte.a.oon 6oft 

.olouJ gJtowth o£ c.apwLt 6oJr..ma;t;_on. in c.oM.:t!tuilion -<-n the.. e..c.on.omy ;_,o almo.ot e..~ety 

due.. to the.. puvate.. .oe..c.toJt .olow p!toc.e..o.o o{j c.ap;_;taf 6oJr..mation ;_,o e..v-<-de..vtt 6Jtom Table.. 6.6. 

FJtom the.. above.. d;_,oc_u.o.o-<-on on the.. plan w;_,oe.. pa.:tteJtn o{j the.. !tate.. o6 gJtowth o6 

c.ap;_;taf nOJtmation. m C.Ovt-6tfr..uc_;t;_on ;_;t ;_,o c.fe_a![ that, though ;_;t de..c_Une..d dU!Uvtg the.. 

thJtee.. ye..a!t-6 o6 the.. plan holiday the.Jte.. wa.o no .oe..c..ula!t de..c.UMng t!te..nd. Le..t M now 

.oee.. -<-6 ctMoc.-<-ate..d will tf~ pa.:tte.Jtvt at) gJtowth wa.o .oome.. pa.:tte.Jtvt -<-n -<-Mtab;_u;ty. 

Ove..Jt the.. e..nti!te pe.JtJ_od, -<-Mtab;_u;ty a.o me..MU!te..d by the.. c.oe..66-<-ue..vtt o{j vaU-

a;t;_an o 6 avtvtuaf gJtowth !tate.. WM 7 • 57 3. In we.. pe..Uo~ e.. ac.c.o!tdmg to p!te.. 7 96 5 -
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poht 796 5 pe)l/odAMc:t.{on we. t)~.nd thcc:t the. -LVI/.J:tabilily -Ln :the. poht 796 5 pe!Uod Wah 

thne.c. Limc.-6 mOfl.e. than A.n that -Ln. the. ptte. 7965 pe!Uod -- 3.0581 and 0.9064 Jte.-6-

pe.c.tivuy. But -<-6 one loofu at the plan w~e oo:tabilily no .ouc.h c.onc.lu..o-Lon-6 c.an 
t 

be. d!li:t.Wn. A.o :the. :ta.b.te. buow hhow.o, :thette. ~no :tJtend A.nc.tte.Me in A.n.6tabilAJty ovett 

time. 

Mean o6 S:tandattd Coe66ic.A.e.vtt on 
Pe!Uod Annual • de.viation on V atLA.atio n.6 o 6 

Gttow:th , annuccl gttow:th annual gttowth 
Jtate.-6 Jtate.-6 !Late 

XCJ. a-'} C'JA't 

7957-52 to 7964-65 11. 594 10.50 0.9064 

796 5-66 :to 7979-80 4. 71 14.43 3.0581 

7957-52 to 7979-80 8.27 13.07 1.573 

I.ot Plan 17.72 8.301 0.4671 

2nd P.tan 5.61 11 • 1 33 1.9817 

3ttd P.tan 11.39 8.036 0.7054 

Plan Holiday -6.28 6.676 -1.0620 

Fou.Jtth P.tan 10.05 6.311 0.627 

.FA.nth.P.tan 4.42 .20.076 '4.426 

A-6 to why the po.ot 1965 pett-tod .ohow.o .ouc.h a high degttee on ,Ln.6tabilily, d ~ 

be.c.au.oe on an exc.e.ptional.ty high degtte.e. on A.n.6:tabilily, 4.42, ,Ln :the n-<-n:th p.tan 

whic.h futoJtt-6 :the. po.ot 1965 pe!Uod e.htimate.-6 on A.n.6:tabilily. Onc.e agc.Un, t~ 

.ohow.o the 6ut<Lay on the piLe 1965 and p0.6:t 1965 pe!Uofuation :that ha-6 .60 on:tevt 

be.en. u..oed ,Ln the. ldettatMe. 
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Mac.h;_neJLy and Eqt.Upme.nt: 

Even ~hough c.on~~c.tion ~ a pant o{J 6~xe.d c.ap~ {Jo~mation, ~he. de.mand 

~ha;t d ge.neACdU ~ bM~c.ct.U.y flo~ ~nteAme.d~e. goo~- lik.e. c.e.me.nt, ~~eel. uc.. and 

tabouA,whMe. ~hMe. ~ ~ub~wnua.t ~n C.o~~c.tiOYJ. c.ap~ fio~ation. A~ agM~~ 

;t~, mac.f1)_neJLy and e.q1Upme.n~ flo~~ ~he. bM~c. c.o~e. ofi ~he. c.ap~ goo~. · Mac.h;_neAy 

and Eqt.Upme.n~ J..VIc.ludu ~vt~pou, c.ommuMc.ilion e.qt.Upme.nt, ag~c.uf:tu.Jr.a£ mac.h.{_neJty 

and o~heA mac.h;_ne.~y and e.quJ.pme.nt. 

The. -6 ha~e. o 6 public. h e.do~ mac.h;_neJLy and e.qt.Upme.nt c.ap~ 6 o~milio n ,tn ~he. 

e.c.onomy J..nc.~e.Me.d {J~om 10% ,tn 7950-57 ~o abo~ 40% ,tn ~he. .tcvte. 7970'-6. I~ WM 

upe.c.,tcUJ:.y du~ng ~he. he.c.ond p.tan ~~ ~he. ~hMe. o{J public. ~e.c.~o~ mac.h;_neAy and 

e.quJ.pme.n~ .{_vr ~he. e.c.ovwmy doubled. The. ~hMe. o{J public.· ~e.c.~o~ mac.h;_ne.~y and e.qt.Up

menl hcl-6 been ,tnc:~e.a.oJ..11g c.on.~~~e.nil.y ov~'L ~he. pta~. F~om an aveAage. ~hMe. ofi 

17.5% ,tn ~he. {Jill~ plan, d ,tn_c.~e.Me.d ~o 29% du~ng ~he. M .. c.on.d p.tan, an.d 31.3% 

du!U.VIg ~he. ~hJ.Ad p.tan. Even dwr.,tng ~he. pf.an holiday when. ~heAe. wcu a -6 e.veAe. c.~ 

bac.fz ,tn pubf.J..c. ~ vu~me.vl.t, ~he. mac.h.{_n.eJLy and e.qt.Upme.n~ c.o~ue.d ~o ,tn.c.~e.M e. ill 

~hMe. ,tn ~he. whof.e. e.c.onomy'.o c.apJ...:ta.t {Jo~ilion. ~n mac.h;_neAy and e.qt.Upme.nt and 

~e.ac.he.d ove.~ 38%. By ~he. fi.{_fJ~h pf.an ill ~hMe had ,tn.Me.Me..d ~o abo~ 43%. 

WdhJ..n pubf.,tc. ~e..do~ a~o mac.h;_neAy an.d e..qt.Upme..nt hM be.e..n q~ow,tn.g a;t a 

fJa.h~eA Jr.Cde.. ~hem c.on.O.:tAuW.OVl wh;_c.h ac.c.ouV!.U fio~ ill ,tn.c.~eMed wugh;t.age. ~VI. ~he. 

. public. ~ec.~o~ g~o~~ domutic. fJ~xe.d c.ap~ {Jo~ilion. Tha.:t ~he. {Jct.U. ~n. public. 

,tnvu~me.nt, pcVLt{_c.u.tMf.y, d~ng ~he. pf_.an hoWay, WM mo~e. M .. veAei.y {Jm by 

c.o~~u~on. ~ e..v,tde.nt {J~om ~he.. {Jac.~ ~ha.:t between ~he.. ye..~ 1964-65 and 7969-70 

~he.. .oh.cULe.. o{J mac.h,tne.~y and e..qt.Upme..nt ~VI public. .oe..c.~o~ g~o.o.o {J,txe..d c.apda.t {Jo~atiovt 

,tnc.~e..M e..d by 1 0% po,tn.t.o • 

TfU-6 po~nt ~ bo~n.e.. o~ by ~he.. · g~ow~h ~u ~ mac.h;_neAy and e..qt.Upme..nt 

ilia. Exc.e.pt d~ng ~he.. pf.an. hoWay when ~he.. ~e.. o-6 g~ow~h WM .e.u~ ~han 1% 
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pe!L cwvwm, inveAtme_n;t in mac.h.ineJLy and equ.ipme_nt h.c:M neveJL de_c.e.fefLate_d. The 

p,fa.n wi.oe_ gJLowth. !LateA have been cu. high. cu. 12.7% in the n.-i.Jtht pian, 17% in the 

-t.ec.ond,12% in the t!U;td, 9% in the noUJLth and 15.87% in the ninth pian (Table_ 6.5) 

be 
While c.ompcv&Lng theAe gfLowth. fLateA ac.!LOM piaM it need-6 to/ bonne in mind 

that the_-t.e_ pe!Lc.entage c.hange/.:J aJte not independent on the level on capita!- nofL-

mct:tion. That i-6 to -t.ay, that w?U.ie a 12.7% .{.nc.necv..e_ ln mac.hineJLy meant an inc.Jtecv..e on 

j1Mt R-t.. 74 c.JtofLe/.:J du.Jl.ing the I-t.t pian, a 9% il'lc.fLecv..e du.Jl.ing the noUJLth pian nefJf_ec.t-6 

an inc.fLea-6e o{j R-t.,260 c.fLOfte/.:J and thea on 75% du.Jl.ing the ninth. pian an in~fLecv..e on 

oveJL R-t..604 c.JtofLe/.:J aff at 1970-71 pftic.e/.:J. 

TVl-6pite on J..u.c.h. high. gnowth !LateA on capital noJtmation in mac.IU_neny and 

equipment in the pu.biic. -t.ec.tofL, thi-6 component on nixed capital noJtmation hcv.. been 

the -t.foweAt gJLowing in the economy cu. a whole. Compafting the gfLowth pe.tLnoJtmanc.e 

o·6 capital noJtmcctLon in. mac.hineny and equipment between the pu.bUc. -t.ecton and the 

whole ec.ovwmy (See Table 6. 6) we nind that du.Jting the: n.-i.Jtht pian while_ pu.bUc. 

.oed:ofL inveAtment in mctc.luneJLy avtd equ.ipment inc.Jtecv..ed at 12. 77% pe!L annu.m, the 

inve.otmenx in mac.hine!Ly and equ.ipment noft the economy JtoJ..e at a meagfLe 3.6% pen 

w1.num. Vu.Jting the J..ec.ond pian,while mac.luh.e!Ly and equ.ipment inveAtment in public. 

.o ec.tofL gfLew at a !Late on 1 7. 2 4% pe!L annum, in the whole economy it dec.Uned in 

ab.ooiute magnUude at a !Late on -3.11%. 'S~milaftiy du.Jting the ninth pian the 

!Late o6 gnow:th o(j mac.hine.tLy equipment inveAtment in the economy WM haln on that 
• 

Tfti-6 e_xtfLeme dMjunc.tuJte between the Pe!LnoJtmanc.e on pubuc. ;.,ec.ton and 

the c.crmomy M a whofe. M obviouJ..iy bec.a1Me on the di-t.mal pe!LnoJtmanc.e on the 
-<.n 

pfl,iwdc. M.c.;tofL. A.o Table 6. 6 .ohow.o pftivate J..ec.tofL inveAtmentjmac.luneny and 

equipme_Jrt gfLew at a !Late on 7. 68% du!ting the n.i.n6t pian, declined at a Jtate on 

-11% ,[J1 the .oec.ond pian., while in the pian holiday it fLoJ..e by 3. 75% and in. the 
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6i6th plan at 1.25%. It Wah o~y d~ng the. 3~d and 4th plan wh~e. ~ g~owth 

JuctCUJ w~e. c.ompaJutbfe. to that ofl pubRA.c. .6ec.to~. Wah .6uc.h a £ow g~owth p~-

6o~mcmc.e., the. p~vate. .6ec.to~ hah dep~CUJ.6ed the whole. ec.onomy' .6 g~owth o6 invCUJt

mevd in the mac.hin~y and equipment. 

Loolulng at the. patt~n o6 in.6tabildy in mac.hin~y and equipment invCUJt-

ment we {Jivtd that il hah be.en inc.~eahing ov~ time. The deg~ee ot) iVL.6tabildy 

ah me.ahMed b!f the. c.oet)t)ic.ie.nt o6 v~ovt o6 the avmua£ g~owth ~CUJ ~ pMti

c.u.f~y high du~ng the. 6o~h plan and the plan ho~day. Comp~e.d to the. 

Mean ofJ Av~ge stand~d devi-
Pwod Annua£ g~owth ~on o{J Annual 

~e.-6 g~owth ~e. 

1.6t p[avt 23.06 27.97 

2nd plan 22.93 13.58 

3~d plan 8.59 10.28 

Plan Holiday 1.:56 6.66 

4th 'Plan 2.85 76.69 

5th Plan 16. 79 33.20 

equipment ivt.ve..6tm~ hah be.e.n high~ tMoughou.t the. pruod. 

Coe66ic.ie.nt o6 
V~on o6 
Annual G~owth 
~e.-6 

1 . 2 7 

0.59 

1 • 79 

4.26 

5.84 

2.04 

Thu.-6 c.omp~ng the plan w~ e patte.M in g~owth Mte.-6. wah that o 6 the. 

iVL.6tabildy we 6ind that though g~owth ~ate did not de~e in the. fat~ 

pruod they we~e. ahMuate.d wah a high~ de.g~e.e. o6 iVL.6tabildy ah c.omp~e.d 
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G~o~~ F~x~d Cap~~ Fo~mation 

mac_h~n~y and ~qu~pm~va and c.oMtJwction. _,.{nc_~. c.oMt!Luction hM a ~u.b~ta.n.;ti..a,t 

W~~gh:t. (:though d~c_.C.A..n~ng OV~ tim~) wahln g~oM n~x~d c_apaa.e. notr.mation, on an 
public_ ~ ~c.:totr. 

av~g~ abo~ 60%, :t.h~ pa:t.:t.~n on gtr.ow:t.h ~n GFCF in :t.h~{c..e.o~~y {Jo.e..e.ow~ th~ 

gtr.ow:t.h pa:t.:t.~n in c_on~tJwc_:t.ion. A~ c.an b~ ~~~n ntr.om Tab.e.~ 6. 5 :t.h~ ~a:t.~ on gtr.ow:t.h 

o{J gtr.oM Mxe.d c_apaa.e. notr.ma:t.ion hM n~v~ d~c.lin~d ~xc_~p:t. dutr.ing :t.h~ :t.M~~ y~aM 

on :t.h~ p.C.an holiday. Th~ d~c_lin~ dutr.ing :t.h~ p.C.an holiday on :t.h~ magnilud~ on 

-2.30% WM !t~V~~d dUJting :t.h~ nouJt:t.h p.C.an wah a gtr.oW:t.h Jta:t.~ on 9. 35% p~ annum 

{Jo.e..e.ow~d by a gtr.ow:t.h on 11.57% p~ annum dutr.ing :t.h~ ninth p.C.an. 

Though :t.h~ ~a:t.~ o{J g~ow:t.h o{J nix~d c_apila.e. {Jotr.mation WM main.:t.a.ln~d, an 

~mpouan:t. c_hang~ hM :taken pR..ac_~ in :t.h~ c_ompMi:t.ion o{J GFCF. Ov~e. b~c_au~~ 

o{J :t.h~ lu.gh~ ~a:t.~ ot) g~ow:t.h o{J inv~:t.m~va in mac_hln~y and ~quipm~va v~-a-v~ 

c_on'->:t.!7..uc_:t.A.on, :the. p~opotr.U.on ot) mac_~n~y and ~quipm~va ~n GFCF hM inc_tr.~M~d 

~u.bM:cln;tA.cdJ.y t)~om .79 in 1950-51 to .4Z in 1976-77. T~ M w~ atr.gu.~d a:t. :t.h~ 

'->:taU ot) :t.~ c_hap:t.vt. impli~ :t.ha:t. :t.h~ "ma:t.~ ivzX~May" otr. "c_apila.e. go oM'' 

A.n.ten~.dt/ ofl GFCF hM b~e.n .i.nc.!7.e.M.i.n.g oveJL tim~, whlc.h .-in :t.u~n a{Jt)~c_~ :the. na:t.u~e. 

of1 d~mand g~n~tr.a:t.~d by public_ inv~:t.m~va. In o:t.h~ wo~M, ~uc_h a c.ompo~itiona.e. 

~hlM ~n t)avo~ o{J mac_hin~y and ~quipme.V!X wou.R..d mwn :t.ha:t. :t.h~ demand t)o~ c.apaa.e. 

good.o p~~ una o6 public_ ~nv~:t.m~n:t. ha~ be.~n hlgh~ in :the. R..a:t.~ p~od i. ~. a{J.t~ 

1965-66, a.t> c_ompatr.~d/:t.o ·:t.h~ ~atr.li~ p~od. 

Wh~n on.~ look.'-> a:t. :the. iM:t.abili:t.y in. GFCF w~ {Jin.d :t.ha:t. :t.heAe. ~~e.JJ16 :to be. 

a /ugh~ in.c_id~nc_e. o{J iM:t.abili:t.y an:t.~ :t.h~ :t.hlM pR..an.. Th~ c_oe.flt)ic.i~V!X ofl 

v~a:t.A..on ot) :t.h~ am1ua.e. g~ow:t.h Jta:t.<?-O WM high~:t. d~g :the. fli{):t.h pR..an.. Though 

dMin.g ;t~. pR..an :t.h~ high~ d~g~~~ ofl iM:t.abili:t.y in GFCF ~ du~ :to a v~y high 
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on -Ln.!.l:tabilily -Ln. GFCF V., -6oun.d -Ln. mac}iin.VLIJ an.d e.quipme.n.:t. 

On. c.ompa!U11.g :the. -Ln.J.J:tabilily -Ln GFCF vJ..i.Xh :that on GVCF -Ln. pu.bUc_ -!> e.doJt 

an. -Ln.:te.Jte~.>:t-Ln.g pa:t:tVLV! e.mVLgV->. A-!> :the. :tabie. be.tow -!>hOW-!>, till :the. end on :th-lftd 

Pe.!Uod 

F ill:t VCw1 
-l. GFCF 

u. · GVCF 
~. S:tod.-!> 

Se.c.o n.d P.f.cm 
J. .• GFCF 

,{A_. GVCF 
-i_,ij_. S:toc.R.~ 

Th-lftd Fean. 
-<-. GFCF 

«. GVCF 
~. S:toc.k.-!J 

Pian Holiday 
L GFCF 

u. GVCF 
~. S:toc.k.-!> 

Fou.Jt:th Pian 
-<... GFCF 

«. GVCF 
~. S:toc.~ 

F-Lil:th Pian 
-<... GFCF 
~. GVCF 
~. S:toc.~ 

I Mtitbildtj -lvL GFCF ( Pu.bUc_ SedoJt) 

Mean. on AveAa.qe 
S:tan.daJtd an.n.u.at gJtow:th de.v.{.a;t.)..o Vl. 0 n fta:te_/.) 

· An.n.u.d..t · Avvuige · 

9. 79 18. 2 7 
22.35 79. 13 

273.94 171. 99 

10.84 1 0. 21 
12.55 9.90 

1 56. 7 6 127.18 

4.92 9.65 
7.39 9.52 

70.27 28.77 

4.55 -3. Z8 
5.49 -5.40 

737.29 26.85 

7. 17 7. 3-0 
7.47 9.54 

3205.66 6274.01 

16. 17 6. 732 
15.42 7. 18 

112.77 267.09 

Coet)n-lc.-len.:t on 
V~OVl ot) 
An.n.u.at AvVLage 

GJtow:th fta:te_/.) [ 

• I 

0~50 
7. 168 
7.59 

7. 06 
1.26 
1. 29 

0.51 
0. 77 
2.49 

-7.38 
-1.016 
4.88 

0.98 
0.78 
7.95 

2.63 
2. 14 
2.31 

plan. :the -i.M:tabilily J..n. GVCF V., hJ..ghVt M c_ompa.~ted· :to GFCF. And :the Jte.Mon tJ'olt 

U.M:tabie :thVLe.by -Lmpaftting a hJ..ghVL -i.M:tab-ltdtj :to GVCF. Obv-i.oMitj :the. de.gJte.e. 
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op ,{J1J.Jtabilliy ;thcd inve.nto!UeA im[?Jcuvt to GVCF will de_pe_nd on thw pJtopoilion 

in GVCF. 

Howe.ve.Jt a6te.Jt the_ thihd pian ;thi/.J 'Jtofe_' o6 inve.ntoJtieA J.Je.e.mJ.J to have_ 

c.hcmge.d. InJ.Jte.ad o6 impaJtting ivt!.Jtability, the_ inve.nto!Ue.J.J have_ pfaye_d a Jtofe_ 

o 6 dampe.n-Lng ivt!.Jtability in GVCF. Thi!.J impuc.ation 66Uowo 6Jtom the_ 6ac.t that 

a6;te.Jt the_ thihd plan the_ inJ.Jtability o6 GFCF ~ highe.Jt than that o6 GVCF, the.Jte.by 

Jte.ve.Ming the_ pafte.Jtn o6 ivt!.Jtability that Wah obJ.Je.Jtve.d till the_ ;thiJtd plan. FuJtthe.Jt 

moJte., thM i!.J M e_ve_n though the_ ivt!.Jtability in inve.ntoJtie.J.J i!.J highe.Jt than that in 

GFCF. 

An e.xampfe_ will maf<.e_ the_ above_ aJtgume_nt c.ie.aJt. Covt!.Jide.Jt ;the_ pafte.Jtn o6 

ivt!.Jtabilily dwung ;the_ 6oUJtth pian. The_ ivt!.Jtability in GFCF aJ.J me.aJ.JuJte.d by ;the_ 

c.oe.&Mc_.i_e_vtt o6 vaJtiation o6 the_ annual gJtowth Jtate.J.J i!.J 0.98, whe.Jte.aJ.J in GVCF it 

,{.J.J 0. 7 8. logic.aUy thi!.J i!.J poMibfe_ _.i_6 w · "Jt the_ ivt!.Jtability in J.Jtoc.f<.J.J i!.J fowe.Jt 

than ;tha;t o6 GFCF (0.9$ in thi!.J c.aJ.Je.) oti. i6 it i!.J highe.Jt, ;the_ &fuc.tuation!.J in 

J.Jtoc.kJ.J !.:Jhouid be_ c.ontJtac.yc.uc.af ;to the. 6luc.tuaJ"vi.ovt!.J in GFCF J.Juc.h ;thci;t the_ 6tuc.tu

atiovt!.J in GFCF aJte. dampe_ne_d. Table_ ove.Jtle.af be.aM out that ;the_ ivt!.Jtability i0. 

i11ve.nto'Lie.J.J i!.J hig he.Jt than in GFCF, it bung 1. 9 8. ThuJ.J the_ J.Jtoc.f<.J.J have_ to a 

c.e.Jttcuvr e_x;te_nt ne_u;t:Jtaf_»., e_d the_ 6fuc.tuatioM in GFCF. 

Thuh {Ja.it ouJt di!.J c.uMiovzJ.J Jte.gaJtding the_ J.J.:t.Jtuc.tuJte. o 6 pub tic. inve.J.Jtme.n:t and 

c.hange.I.:J the.Jte.in have_ be_e_n at the. aggJte.gate_ le.ve.t. 

A fuaggJte.gate.d J.Jtudy o6 the_ J.J.:tJtur.:til!Le. o6 public. inve.J.Jtme.nt, fioJt ;the_ 

Jte.aJ.Jon!.J me_ntione_d e_cuLf_j_e.Jt, haJ.J be_e_n c.aJr.Jtie.d out at two fe.vw: 

1 • Type_ o 6 AuthoJtity 

2. IndUJ.JtJty o6 UJ.Je 



167 

1. Tupe. o6 ALrthotU;ty: 

White. :the_ t)unc.,UoV/..6 invofve_d in c.apaa.f t)o11.mation CUte. the. !.lame_, no ma;UeJL 

who the. Ul.le.fL may be_, the. ide_ntity ot) the_ Ul.le.fL dou make_ a dit)t)Vte.nc.e. M il givu 

u.-6 em ide_a o6 the_ impac.t-6 ot) c.apilaf. t)o11.mation on the. e.c.onomy that e.meJLge. t)Jtom 

the. dit)t)Vte.nt c.ompal.lilion ot) c.apilaf t)o11.mation whic.h, M we_ ~.>hall ~.>e.e. bu~w, 

doel.l va!Ly ac.c.oJLding to the_ type_ o{J Ul.le.!L-6. 

The_ type_ o6 airtho!Lily c.fMI.lifl,Zc.ation dividu public. ~.>e.c.to!L into thJLe.e. 

de.pa!Ltme.n:t:.-6, on the_ ba~.>i-6 o -6 the. 6U.Y!c.tiona.t !Lole.and oJLganil.lationaf l.l e.t up. Thu e. 

CUte.: 

a. Adminil.lt!Lative_ Ve.)JC!Jdme.Vl.t-6: 

By de.t)ivU;tton, adminil.lt!Lative_ de.pa!ttme_nt inc.lude_ aU age.nc.ie.~.> ot) the. 

c.e.1'Lt!r.af, ~.>tcde. and foc.af goveJLnme.nt whoM. t)unc.tion i-6 to o!Lganil.le_ t)o!L the_ 

c.ommun);ty tholle. lle.Jtv-i.c.e.-6 wh-Lc.h c.annot be. oth~e. c.onve.nie_ntfy and e.c.on.omic.a.Ley 

p!Loduc.e.d. Tl1e. majoJL cUte.M undeJL thill de.paJttme.nt CUte.: public. adminil.lt~Lation, 

de.6e.nc.e., 6inanc.e., c.ommunity and pe.!LI.lonal l.le.Jtvic.e.-6. It c.an be. bJLoadty c.onl.lide.Jte.d 

to be_ the. l.l e.Jtvic.e.-6 l.l e.c.toJL. 

Mol.lt on the. c.apilaf t)oiUrlation in the_ --rlminil.lt!Lative_ de.paJt:tme.ntl.l C.Onl.lil.lt-6 

of\ oflfl)c_e_ bu)l.dinql.l, othe.JL bu.)l.c(J.n,ql.l and t)u!LnilMe., ~.>uc._h that, the. p!Lopo!LUon 

o6 -the. c.on~.>t!Luc.tion c.ompone.nt i-6 ove.JL 90% o6 the. t)ixe.d c.apilaf t)oiUrlation. 

(!Jhate.ve.JL utile. i-6 inve.~.>te.d in mac.hine.Jty and e.qu.,{_pme_nt i-6 in the_ flo/Uri o6 c.onl.lu.me.JL 

cht!Labfe.~.> .f..ike_ typw!Lile.!LI.l Jtcdhe.JL than p!Loduc.e.JL dMable.-6. 

That the admin)l.lt!Lative_ de.paJt:tme.Vl.t-6 CUte. the. ~.>fowe.l.lt g!Lowing --ln te.!Lml.l o 6 

c. a piled. 6 oJLma;C;.on and the_ one.-6 a{J 6 e.c.te.d by the_ inve.l.ltme.nt c.Lrtbac.k i-6 e.vide_nt 

t)Jtom the).Jr.. dec.uvting l.lhaJte. in g!Lol.ll.l dome.~.>tic. c.apilaf t)oiUrlation in the_ public. 

llec.-toJL. Thi-6 l.lhaJte o6 adminil.lt!Lative_ de.pa!Ltme.nt wh.ic.h WM aboirt 30% du.fL,(_ng tl1e 

flee. and plan hM bee.n atmol.l-t halved ove.JL the yea!L-6 and ~.>tood at aboirt 16% du.fL,(_ng 
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The. admini6tJwlive. de.pCULtme.i'LU, Jte.g.U,tette.d a n.e.ga.:Uve. gJtOw:th !tate. dwr..in.g 
bu;t 

the. pian. lwldM1_q-6 !_w"vz.e. moJte. than. e.qu.aUy c.ompe.Vl.-6ate.d by a veJty lMg e. do-6 e. on 
A._n.ve.-6tme..n.t dwr..in.g the. {Jou.JLth plan whe.n. the.' gnowth Jtate..-6 ac.YU.e.ve.d we..Jte. the.. YU.ghe..-6t 

c.ompMe.d to ail the. ye.aM. Vwr..in.g the. floUJuth plan., GFCF M1 AdmivUJ.,;tJtat.A._ve_ de.pCULt-

me.i'LU, g Jte.w at 17. 4%, wilh mac. run e..Jtij an.d e_qu.A._pme.n.t wA._n.g at Z 3% (Table. 6. 5 ) 

b. Ve..pct!t-tme.J1tal En.te..JtpW e..-6: 

Capilal t)oJtmalion. A._n. de.pcvdme.n.tal e.n.teJtpWe..-6 c.ompWe..-6 c.YU.e.6ly ofl A._n.ve..-6t

me.nt J.n. JtaJ.i.way-6, ~-.CJaliOn. an.d bwn.-6poJtt. The_ impoJttan.c.e. o6 de.paJttme.n.tal e..n.te..Jt

p!U-0e..-6 a-6 -6hown by the.A._!t we.J.,ght J..n. GFCF hM ctUnin.U,he.d c.oMA._dettably ove..Jt the. ye.aM. 

The. we.A._gh;t ofl de.pCULtme.n.tal e.n.te..JtpWu J._n pu.buc. -6e.c.toJt gJto-6-6 domutic. c.apilal 

n oJtma)"_A._o n ha;., de.clA._n e.d -6 e.c.ulaftly flJtom about 4 g% du.ftA._n.g the. -6 e.c.o nd plan to about 

Z3.61% duftJ.ng the. t)A._[Jth plan. 

The. gJtM-6 domutic. c.apilal floJtmalion. in. de.pcvdme.n.t e.n.te..JtpW e..-6 hM be.e.n. 

qu.ile. ~c. thJtou.ghout the. plan.n.in.g pe.JtJ._8d. White. the. Jtate. o6 gJtowth ofl GFCF 

WM about Z 0%, -l11 the. 6iMt plan, il de.c.fJy[e_d at -7. Z% peA an.n.u.m dwr..in.g the. -6e.c.ond 

pf.c<n. Th/i.!ld plan WM a pe.JtJ.od on YU.gh gJtoWth, about 12%, 6oUowe.d by an. ab-6 olu:te. 

de.c.lA._ne_ A._n GFCF at the. !tate. o6 -0.4% pe..Jt ann.u.m. Th-U, phe.n.ome.non. o6 high but 

u.Mtable. Jtate. ofl gJtowth, whic.h .U, pa.Jtily e.x.p££Un.able. by the. natu.Jte. o6 M1ve..-6tmen.t. 

in d~pCULtme.ntal e.n.te.!lpW e..-6 - il bung tu.mpy and M1div.U,ibte.i1 -6 e.e.m-6 t·o have. be.e.n. 

Jte.plac.e.d by a towe..Jt but moJte. -6table. gJtowth J ~e. a.tl;teJt .the. pia.n holiday. Vwr..in.g 

the. 6ou.Jtth ptan Mxe.d inve..-6tme.n.t in de.pCULtme.n.tal e.n.teJtpWe..-6 inc.Jte.cy¥aift 6~ 5y-te. 

o 6 6. 3 7% pe..Jt ann.u.m whe..Jte.M du.Jt-i..n.CJ :the. . flA._flth ptan. the. Jtate. o 6 gJtowth WM g. 3 3% f._ 

4. See. fuc.u.Mion on Jta.ilway inve..-6tme.n.t, whic.h .U, a. de.pCULtme.n.tal u.n.de..Jtta.IUn.g, 
A._n Chapte..Jt 5 above.. 
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d~~elenat~d ~x~~pt dUhing th~ plan holiday, wh~~ant~ th~ ~~~ ~~nd ~ 

JteJ.JtoJt~d dUhing th~ t)owr.th plan. In ~M~ on madun~y and ~qtU_pmmt though th~ 

Mte/.J ot) gJLOwth hav~ b~~n highelz_ than .thO!.:J~ on ~on.6.bulelion inveJ.Jtme.n.t, theJ.J~ 

hav~ b~~n uMtabl~. Ma~hin~y ~qtU.pm~n.t d~~une.d dJtcuti~affy dUhing th~ .6~~ond 

plan at a fLat~ o6 -75.Z6% p~ annum but dUJting th~ twd plan th~ fLat~ on gtr_owth 

ot) c_apital t)oJtmalion in ma~hin~y and ~qtU.pme.n.t in~Jt~cu~d at 11.95% p~ annum. 

Th~ plan holding.6 .6aW th~ ~ufdailm~nt on inveJ.Jtme.n.t in ma~hin~y and ~qtU.p,me.n.t 

p~ annum. 

Th~ d~~une. du~g the. plan houday r1vtd a Jtela;t;.vuy .6low fLat~ at) in~e.et-6~ 

o6 ctbout 7% pe_;'L Ctvt.nctm in ~apilal. t)oJtmct:Uon d~g the. t)owr.th plan.~ due. to a 

.ohrotp c_u;t:bctdz. --i.n. ncw.way inveJ.J.tm~nt.il whl~h t)o!Lm.6 a majoJt paid o6 d~pafdme.n.taf 

e.n.t~pWeJ.J have. had a de.~Uvting .6haJte. in inveJ.Jtme.nt ov~ time.. Tlli de.~UJ!Le. in 

th~ .6haJL~ o6 admini.6~v~ d~pa!L.tm~n.t-6 and ,de.pa!Ltme.ntaf mt~pWe/.J ha.6 not be.e.n 

~aU.6e.d by a .6low down in .thw !Le!.lp~~tiv~ !LateJ.J at) gtr_owth at) inveJ.Jtm~nt but by 

ttel .. a.uvely hJ..ghe.tt gttow.th Jta:te. a 6 c_apilaf t)o!Lma;t;.on bt non-de.pafdme.n.ta.f ~n.te.JtpWeJ.J. 

Con.6~que.nt upon .th~ high JtateJ.J at) gnowth at) ~ap~ noJtmation, .the. .6haJte. at) non

de.pafdm~ntaf e.nt~pw eJ.J in GVCF in pubU~ .6 e.&o!L ha.6 in~Jte.et-6 e.d t)Jtom a.bout 8% 

dUhivtg .th~ n~.t plan and ZZ% dUhing th~ .6~~ond plan to about 60% d~g .the. ni6.th 

fliv~ y~afL plan. 

5. Fotr_ d~ Jte.t)~ c_hapt~ 5 abov~. 
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Th~ c.hange ~n . .:the o/Ue.n.:ta;t{_on M fLen-te.c..:te.d by .:the. .O~n:t m fu.:ttUbu:U..on 

on ~nve).).:tme.n.:t ~n 6avoUA o-6 non-de.pa!L.:tme.n.:ta.l en.:te.!LpWe,6 ~ a .o~gninic.an.:t de.vel..op-

me.n.:t. 1.:t i.o .:the. non-de.pa!L.:tmen.:tal awvily on .:the pu.buc. .oe.c..:tofL w~c.h i.o .:the. 

ac..:tu.al p!Lodu.won .ophe.!Le. whe.!Le. .:the. ou.ilay.o cvr.e. u..oe.d 6ofL c.!Le.a.:ting and expanding 

ente!LpWU in manu.6ac..:tu.!Ung in.du.J.J.:t!Ly. And mo!Le impo!L.:tantiy .:the. pa!L.:t o6 GFCF 

.:thct.:t ~h di!Le.e.:te.d .:to non-de.pa!L.:tmen.:tc~ e.n.:te.!Lpwe..o ~ inve..o.:te.d in eapac.ily c.!Le.a.:tion 

'~-n .:the. eap~;tc~ ~n.:ten.o~ve. b!Lanc.hu o-6 heavy mdu..o.:t!Ly uR.e. me.tal indu..o.:ttUu whic.h 

mc.f.u.de. I!Lon and S.:tee.f., Af.u.miniu.m, Engine.e.!Ling Indu.J.J.:ttUe..o w~c.h inc.f.u.de. heavy 

e.f.e.c..:ttUc.c~ e.ngine.e.!Ling, madune. .:tool, and c.he.mic.al indu..o.:ttUu. In- o.:the.!L wo!Ld!.J 

.:the ou..:tpu.:t on non-de.pa!L.:tme.n.:tal e.n.:te.!Lpwe..o ~ mabzly .:the. c.apilal goodh, w~c.h 

maize).) ;_;t_: a c.!Lu.c.ial J.Jphe.!Le. {Jof1_ ~nvu.:tme.n.:t awvily. G!LoM {Jixe.d c.apilal {Jo!Lma.:tion 

in n.on de.paf1.:tme.n.:tc~ e.nte.!Lpwe..o hcu be.e.n .:the. 6M.:tu.:t g!Lowing c.omp011e.n.:t on eapi.:tal 

-6 o!Lmcttio n M c.o mpcuuz.d .:to de.pcudme.n..:tc~ and admi11~.:t!Lcruv e. e.n..:te.!LpW e.J.J • DWung .:the. 

MM.:t pfan GFCF ~~1 11011 de.pa!L.:tme.n:ta.l e.n.:te.!Lpwu inc.Jte.cue.d at 18.65% pe.!L annum 

white du!Ung .:the. M!.c.o11d plan .:the. twte. o-6 gfLJW.:th o6 GFCF wcu abou..:t 50% pe.!L annum. 

Thue. gtww.:th !Late. t)igUAu a!Le. unduly ~gh, M .:the.y a!Le. di!.Jtoft..:te.d by .:the. .omaU 

bcue. du.!Ung :the. flill.:t an.d J.Je.c.ond pian. The. .:t~ plan pruod wcu agMn a pe.tUod 

o{l h..[_gh www.:th w~c.h wa.J.J {Jottowed by a de.c.une. .in, .:the. abJ.Jo.f.u..:te. ma[)nilu.de. o6 g!Lo.o.o 

Mx e.d c. a pilaf!__ 6 o!Lmatio n du.~ng .:the plan holiday a--t a fLat e. o 6 -2%. Thi.o .:t!Lend 

UU-6 howe.tJe.fL hc(.f.:te.d ..i.mme.d~ate.f.y and by .:the. ·MMh pfun .:the. !La:te. o{l gtww.:th had 

-'te.:tu.Me.d .:to :the e.a!LLi.e.IL .:t!Le.nd wilh gfLMJ.J 6ixe.d c.apilal no!Lma.:tion g!Low.ing at 14. 72% 

pe!L annum (Table. 6. 5). 

Wahin GFCF an in.:te.!Le..oting and impoft..:tan.:t c.hange. hcu oc.c.u.fLfLe.d, while. ptUofL .:to 

.:the. :thi'td plan il wcu c.on.o.:tfLu.won invu.:tme.n.:t w~c.h wcu .:the. mMn ".ooUAc.e." o-6 g!Low.:th 

~n GFCF a6.:te.!L .:the. :twd pfun il i.o ma'c.~ne.!Ly and e.qu.ipme.n.:t w~c.h i.o ptioviding .:the. 

impe.tu..o .:to g!Low:th ..[_n GFCF. 1.:t al.oo ne.e.dh .:to be. vwte.d :that whate.ve.!L de.ume. did 
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:take pfac.e. in GFCF in non de.paJdmevt:taf enteJtpWeA il WM heavily c.onc.en;t;w;te.d 

in c.ovtl.lt!w..ilion inve/.l.tme.nt. Vu!Ung ;the pian holiday, when GFCF dec.Uvted at 

-~%, C.Onl.lVtUiliOn ivtveA;tme.nt Jte.g,il.l;teJLe.d a nail by abou;t -14% pe.Jt annum WheJteM 

mve,s;tment in mac.hine.Jty and equipment no,se by 6% peA annum. Though ;the Jta.te. on 

gnow;th on flix.e.d c.apilaf noJtmilion -<-VI. public. e.nxeJLpW el.l du.JU.ng ;the niM;t ;two 

pfanl.l -L6 no;t i,;ttUc.ily c.ompaN.tbfe., in ;the fow in~ bM e.!!_! il.l ac.c.owued non we 

n-i.nd ;tha;t ;the Jtctte o 6 gtww;th achieved du!Ung ;the. MMh pian e!.lpe.c.rU:.tilu in. mac.h,i.nefLtJ 

and equipment il.l equal ;to ;tho,s e du.!Ung ;the {JifLI.l;t ;two pfanl.l. 

2. TnduJ.JVLY oil U,se.: 

We c.ome now ;to ;the fM;t Mpe.c.;t oil ;the. .6;tftuduJte. oiJ c.apilaf noJtmation, ;the 

d,U.,;t!Ubution oil c.apilaf {JoJtmilion amon~ indu:&:t.!U.eA by the ;type. ofJ M.6W. Thil.l 

db.,aggne.gcttion il.l ctVI. ex;teMioVI. ot) oM fuc.uMioVI. OVI. c.apilaf noJtma;tion by indu.6Vty 

iVI. ChapteJL 5. IV!. Chap;teJL 5 we. ide.vttinie.d ;the. mdu-6-t:tue/.l whic.h WefLe. .6fow gnawing 

fuaggJtegate. c.apilaf t)oJtmation t)UJttheJL ;to .6ee Wilf1in ;thv.)e mdM;t/UeA Whic.h 

component at) c.apilaf t)oJtmaUOVI. Wa.6 ailile.c..te.d by aVI. iHveA.tme.nt c.u;tbac.k. 

noJtma~on in ;te.Jtm,s oil nixed c.apilaf, in~uding mac.hine.Jty aVI.d equipment aVI.d c.on

,s;tJtuc.tion vatUel.l ac.JtoM indM.ttUeA and C.OVI..6e.quen.tfy may ,show dive.Me. pa.t.tefLVll.l 

on gnow;th and dit){\eJLe.nt Vte.nd.6 in ;thw .6h~.JteA iVI. ;to;taf c.apilaf ac.c.umufa;tion. 

Mone.ove.Jt, dependent on ;the .6;tftuc.;tUJte. ot) c.apilaf noJtmation wilhin e.ac.h indMVLy 

6. A.6 given ivt Table. 6.5 ;the. c.ompouvtd Jta.te. on gtww;th on c.apilaf noJtmation ivt 
ma~~~ eJt~f c:ncl. ~quipme.n;t dU!tin.g ;the .6 e.c.o nd pian Wa.6 7 8. 2 8% pe.Jt anvtum. That 
~~~ ,{_/.) p~a!Ufy _b~c.c:Me. On a Ve/Ly low _i~ ba.6e. il.l evide.Vl.t nJtom ;the_ 
uac.;c ;that -<--6 ;the ,{_J1iliaf yea!t 1956-57 ,{_,6 d!toppe.d ;the. gnow;th Jta.te. ;_,s Jte.duc.e.d 
;to 48.0% pe.Jt anvtum. Avtd i{J ;the ni!t.6.t ;two ye.aft.6 aJte. d!toppe.d ;the. Jta.te. ot) 
gnow;th 6oft ;the pe!Uod il.l Jte.duc.e.d ;to 17%. ' 
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Fu.!Lthe/t, a d~agglte.ga..:Uon o6 c.ap;;me_ {joJtma..:Uon {jolt e.ac.h indM:tJty migtu: 

hei.p u..o :to u.nde.!t.6:tand in wha:t way doe..o :the. .o:t!tu.c.:tu.Jte. o6 inve..o:tme.VL:t be.aJt on :the. · 

Jtei.ation;.,hip o6 inve..o:tme.VL:t :to ou.:tpu.:t whic.h {joJtm.o :the. .ou.bje.c.:t marte.Jt o6 ou.Jt ne.x.;t 

c.hap:te.Jt. Spe.c.i6-i_c.a.Lty, il ~ impoJt:taVL:t {jolt ou.Jt pu.!tpo;.,e. :to .o;tu.dy :the. :Ur..e.YJ.d-6 in 

·a.o :the..oe. :tJte.11d-6 may e.x.plain :the. be.haviou.Jt o6 c.apilaf-ou.:tpu.;t Jta..:Uo whic.h we. .oha.Lt 

.o;tu.d lj Jn c·h.ap;te.Jt 7. 

c.onc.e.n;t/ta:te. only on :the. :i.mpo!Ltan:t :i.ndM:t!t:i.e..o and :the. move.me.n.:t.o o6 c.ompone.nt.o 
ou.;t 

o{j c.apdaf {joJtma:tion in :tl1e..oe. indM:tJt:i.U. The. indu..o:tJt:i.e..o le.{j:tjaJte. not among :the. 

In :the. c.a.oe. o{j ag!t:i.c.u.Uu.Jte., GFCF mcvi..nty :taR.e..o :the. {joltm o{j c.oVLf.>:t!tu.Won 

and the. mac.hine.Jty and e.qu.ipme.nt c.on:te.n:t ~ ve.Jty low - aboc.U 5% o 6 :the. :to :tal GFCF 

Con:tJta!ty ;to :the. impJte.Mion o6 Mme. e.c.ono~v.:Z./t.ha:t pu.buc. inve..o:tme.VL:t in 

ag!L:i.c.u.Uu.Jte. ha.o . de.c.une.d pa!ttic.u.fa!Lfy in pu.buc. iJtJt:i.gwon woJtfz.o whic.h would 

e.;.,.oe .. nu.ally me.an a de.c.un~ in. :the. c.oVLf.>:tJtu.c.:tion. c.cimpon.e.VL:t o6 6ix.e.d c.apilaf 

{joltma..:Uon. in ag!L:i.c.u.f:tu.Jte., we. Qind GFCF in ag!t:i.c.u.Uu.Jte. ha.o n.o:t .ou.6 6 e.Jte.d a de.c.un.e. 

in. any pe.Jt:i.od. FaJt {jJtom a de.c.une., :the. Jta:te. o6 gJtOw;th o6 GFCF ha.o a.c.c.ei.e.Jta:te.d 

a{j:te.Jl. :the. {jou.Jt:th. pla11. Even. du.!tin.g :the. plan. holiday whe.n. :the.Jte. Waf.> .a .ou.b.o;tan;t;_al 

c.c.Uba.c.R. in pu.buc. in.ve.;.,:tme.VL:t, GFCF in a.g!t:i.c.u.l;tu.Jte. ma:LVL:tain.e.d a. lta.:te. o{j abou.;t 8% 

pe.Jt an.nu.m (Table. 6 ~ 7 l 

Vu.e. :to :the. 0\Je.JtWh.e.fmin.g .ohaJte. o6 c.on..o:t!tu.c.Uon. in. a, GFCF ~ bu.:t a 

lte.{jle.c.tion. o{j :the. gltow:th in c.on..o:t!tu.c.:tion... He.n.c.e. :the. . .came. pafte.Jtn. a.o. ;tha:t o{j 

7. Pa:tnalk & Ra.o (7977); 
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GFCF ~ ob~enved ~n con~tnuction. 

The Jta:te o{J qJtow.:th o6 mac~neny and equipment ~nv~.:tmen!t hM been 

except).onaily h~qh ~n agMculiuJte - abotd 1 - d~ng .:the .:thJ.Ad pian, 14% 

dtuUng .:the pian ho~ay and 18% d~ng .:the 6~6.:th plan. BLL.t .:th~e ~gh Jta:t~ 

o{J gtww.:th aiLe no.:t veny mean~ng6ui beca~e all .:th!Lough .:the abMiLL.te magnilude 

o{J capilai 6oJtm~on ~vt mac~neny and equ~pmevt.t ~ ve!Ly low -- abotd 10 cJtofL~ 

.:til.)'_ 7973-74 rwc'IJeVCJL /(;t f1ee.d6 ;to be_ no;te_d ;tha;t be_twe_e_n 1973-74 avtd ]979-80. 

cap.Ltcti 6oJtma;t[ovt :U'iebie.d ille.i6 ~vt ab~oiLL.te :te.Jtm~ a;t a Jta.te o6 79% pe!L aVtnum. 

Ivt 6oJt~.:tfLy .:the. e.nti.JLe. Mxe.d capila.i 6oJtm~on .:ta/<.e~ .:the. 6oJtm o6 coM.:tfLu

ction which gJte.w a;t a Jta:te ot) 12.26% d~ng .:the. .:twd pian, ~.:tagna.te,d d~ng .:the 

ptan ho.t~day~ and de.clivte.d a;t -1.17% d~ng .:the 6oWt.:th p.tan. F~6.:th pian ~aw 

ofl !:jltow.th, c.apilai {Joltm~on d~d de.c.f.AYte. ~~gn~6~c.anliy ~vt c.on..o.:t!Luctiovr wil~vt 

(Jotr..~.t:r..y .th~ de.c.line. -i..o no.t ~o ~~gvt~Mc.avt.t whe.n 6oJt~.tfLy ~ .tal<.e.n M a pafL.t o(J 

.:the. public ~ec:toJt .M a whole.. Th~ ~ ~o bec.a~e 6oJt~.:tfLy hM a veny ~mall 

WugfU: ~VI public ~ec..:totr. .· capilaf 6oJtm~On. 

a.Jte ~n e.qua.t pltopoft:0ton. 

Exc.e.p.t d~ng .the. p.tan holiday whe.n il declined a;t :the. Jta:te. o6 -77%, GFCF 

~vt ~n~ng hM be.e.n one. o 6 .:the. 6M.t~.t gltow~ng ac.twM htd~.:tM~. The. de.c.line. 

duMng .:the. pian holiday WM moJte. .:than adequa..te.iy compe.Ma.te.d by a Jta:te. o6 gJtow.:th 

o{j 12.5% pe!L annum w~ch WM molte. .:than doubled d~ng :the. 6~6.:th pian whe.n a 

phe.vtome.na.t Jta:te. o 6 gJtow.:th o 6 a.boLL.t 2 7% pe!L annum WM ac~e.ved ht GFCF. MolLe. oft 

i~~ .:the. ~ame. patienvt o6 gJtow.:th M ~n GFCF ~ wo ob.6e!Lve.d ~n mac~ne!Ly and 

e_q~pme.n.t and c.oMtnuc.tion. Con~.:t!Luction ~nve..6.:tmevt.t w~c.h de.c.fht·e.d a;t -10% 
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du~ng the plan ho~day ~ontinued to g~ow ~~ugg~hly du~ng the 6o~h plan 

~o but d~ng the 6~6th plan a~h~eved an unp~e~edented ~e o6 g~owth o6 

35%. 

A~ agam~t t~, the de~~V!-e ~n ma~hln~y and eq~pment inv~tment Wct6 

ofl g~owth we~e about 20% p~ anvtum. 

Wilfun the ~e~onda~y ~e~to~ manu6ad~ng and Ele~~dy, GM and Wat~ 

th~e indM~~ a~~ount 6o~ about almo~t 40% 

of) the toted .. GFCF in public. ~e~toJL. 

The GFCF in manu6adu~ng nac.ed a ~ev~e ~utbad<. d~g the tMee yecVLO 

o{J the plan hol~day when il de.~~ned at a ~e. o6 -10% p~ annum, atJ;te~ hav~ng 

g~own at a ~ate ot) 20% pelt annum d~g the tllid plan. Tf~ de~l~ne in GFCF 

du~vtg the plan holiday WM e~efy ·due to a. t)alf in W ~O~~~tion ~ompone.nt 

wfuc.h de~f.A:ned at a ~e. ot) ov~ -100% p~ annum a1)t~ having g~own at 24% p~ 

annum du~ng the 3~d plan. Even ~n the 1)a~e. ofl ~u~h a ~ev~e. inv~tment c.utbad<. 

~vt GFCF -i.n manu{Ja~t~ng, the· mac.hine~ty and equipment ~omponent inv~tme.nt -<-n~~e.M e.d 

at a ~cde ot) 5% p~ annum. 

ThowJh the. ue.nd ot) ab~olute de~une WM ~eve..Med wdh the ~tMt ot) the 

t)oMth plan, J.;t WM ~o a p~od o6 ~e.fa;Uve.fy ~low g~owth pallli~ula!Lly t)o~ 

~oM:t~u~.:ti.on wh-<.~h ~n~~eM ed at 4. 61%. V~ng the 6~6th plan ~o~~won 

de~une.d on~e again at -8.67% p~ annum M aguMt ma~Mne.~y and eq~pme.nt WM~h 
p~ annum 

~nc.~eMed at 17.58%Lrtu~g the ~arne plan •• T~ dedine. in ~o~~won du~ng 

the Mtlth plan ~hould, howev~, be quali6-<-ed. Lt ~ be.~aMe at) a v~y ~teep de~ne 

dU!Ung 7978-79 [ot) the magnilude o6 75%) that ~o~~won in t)i6th plan ~how~ a 

ded~ne. I 6 t~ ~ ue.ate.d Ct6 avi UnMual ljeM, ~o~~won htv~tment d~ng 

the. ~~t o6 the plan ~how~ a ~~6e. ot) abotd ._'5%. 
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In .th~ c.al.le. on ue.c..tJUc.ily we. f1ind that d_U!Ung the. pJte. 7965 pe.Jtiod (.thi.Jtd 

p.tcw) the main '.ooWLc.e.' on gJtow.th noJt GFCF ha-6 be.e.vt c.oVLI.ltJtuc..tiovt ivtvu.tme.VL.t wiU_c.h 

inc.Jte.a-6 e.d at a .!tate. 0 n 1 8. 4 3% pe.Jt avtnum ciU!Ung the. .thi.Jtd p.tavt whi.te. mac.fU_vte.Jttj avtd 

c>_quipme.11.t compone.n;t i\Ja-6 the l.l!ow gJtowing c.ompone.VL.t at 5.46% pe.Jt avtnum. He.Jte. ilia, 

12% pe.Jt anvtum to 6% pen. avtvtum i-6 e.VL.ti.Jte..ty due. to avt abl.lo.tute. de.c..tivte. ivt the. c.ovt-

-7 5% pe.Jt annum whe.Jte.a-6 duJLing the. !.lame. pe.Jtiod ivtvu.tme.VL.t ivt mac./U_vte.Jttj alfl.d equip-

me.VL.t inc.Jte.Me.d at 8.10% - a highe.Jt Jta:te. o~ g.Jtaw.th a-6 c.ompaJte.d ;to the. pJte.c.e.e.divtg 

pe.Jtiod-6. I:t wa-6 dU!U.ng the nou.Jt:th p.tavt that wWe. c.oM.t.Jtuc..tiovt ivtvu.tme.VL.t pic.R.e.d 

up and ..i.nc.Jteal.led cd a :w-.te. on 4.7% that mac.hine.Jttj avtd e.quipme.VL.t c.ompovteVL.t de.ilivte.d 

:to 0. 64% pe.Jt anvtum. Howe.ve.Jt :the. e.a.Jtlie.Jt .t.Jte.nd Wa-6 JtU.toJte.d dufl.ing the. ninth p.tan 

Tha;t the. fl_ailWatJ-6 ha-6 been :the woM.t anf1e.c..te.d indU-6.tJty in .te.Jtt'rl-6 66' :the. 

invu.tme.n.t c.ut bac.R. Wa-6 fuc.uMe.d in detail in Chap.tVt S. I:t WM aJtgue.d .the.Jte. 

.tha:t .tv1e. decLt.ne. ..in pub.t..i.c. invu.tme.VL.t going into .Jtailway-6 Wa-6 .the. e6f1ec..t Jta.the.Jt .thavt 

:the. c.aU-6 e. on in.dU-6:t!Ual . .6.tag vta.tion.. WWe. GFCF Wa-6 gJtoWivtg a:t a .!tate. o 6 6. 71 % 

pe.Jt annum du.!tivtg :the ptavt ho.tiday. Though :the. f1ou.Jt:th p.tan did .6ee a Jtil.le. on about 

to about 3% ..i.n the. ·M&.th p.tan. 

LooR.ing at the. gJtow.th pa;t;te.Jtn-6 o6 c.ompovte.n..t-6 in ~ay-6 ovtc.e again il 

.{_/.) e.v-tde.n.t :tha:t c_oVL-6.tJtuc..tiovt invu.tme.VL.t boJte. the. bJtun.t on the. c.utbac.R., de.uivt-tng 

a:t a .!tate. ot) -20% pe.Jt avtvtum duJLing the. p.tavt hot.idatj. Bert uwR.e. o.the.Jt l.lec..totc/ ivt 

the C.a-6 e. 0 n JtailWatj-6 the ivtvU.tmf!_n.t in mac.fU_vte.Jttj avtd e.quipme.vtt a.£.-6 0 de.U.ivte.d at 
pe.Jt ctvtvtum 

a Jta:te. on abou;t -5%. j_ The Jta:te on g!Low.th of1 invu.tme.n.t did impJtove. duJLing :the. 

MMh p-f.an when both c.oM.tJtuc..tiovt and mac.fU_vte.Jttj avtd equipment irtc.Jte.a-6 e.d at about 
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I;t wcu obl.lVtve..d in Chap.tVt 2 a;t .the aggJte..ga.te.. level, and in ChaptVt 5 at 

a dil.lctf39tLe..ga;te_d level. by indul.ltnie..l.l, that thVte.. il.l a nega.tive Jtela.tioMhip 

between publ-tc. -tnvel.ltment cmd p.!tivate.. invv.,tme..nt whic.h hcu be..c.ome.. l.lignit)ic.ant 

aMen the thinrl p£cm i. .. e. mid l.li.xuiJ.,. It WCL-6 aJtgue..d .tha.t i-6 a de..c.Jte..cue.. in public.· 

invutme..nt il.l ot}{JI.ld by an inc.tte..Me.. in p)t,{va;te_ invv.,.tmeV!..t M .tha;t .the .~tate' at) 

iv1 ve..l.ltme_vd il.l ma-<-n,fcUne..d in .the e..c.onomy, the oveJtaf.t gJtow.th need no.t de..c.line... In 

{Jac.t, ;;t Wa..6 l.lhown theJLe.. .tha;t -tn .the pal.l.t 7965 pe._)(_,{_od the. .!tate at) public. invutme..nt 

avtd moJte_ l.lo .!tate at) t)ixe..d c.apitai.. t)oJtma.tion in public. l.le..c.toJt, Jtemcune..d l.ltab£e... 

Howe.ven the..ne_ we nail.l e..d the que..l.ltion that a 6a.tf in public. invu.tme..nt 

e.\IC.J1 -i (, c.ompe.nl.la.ted by a fi.Me in p)t,{vate.. invel.ltment might l.lhit}t -

a. IndUJ.l;t)(_,{_a1.. c.ompol.lit,ton at) inve..l.ltment -tn a di.!te..c.tion that 

may not be de..l.littabfe_ on c.ol1tJtatty to .the. ovVta..t.t p£an. 

b. the Ml.le.t c.ompal.lit,ton at) -tnve.l.l.tmel1t l.luc.h that the demand 

o.!tiginating t)ttom it il.l di6 6 Vte..nt. 

The t)oJtmen p.!topQI.lit,ton Wal.l fuc.UI.ll.le..d in Chap.te.Jt 5 and in ;thi/.l ..6ec.tion we 

l.l half take up the fatten. 

The c.ompone..ntl.l o(., p)t,{vate.. gJt0..61.l domutic. c.apitai.. t)oJtmation i.e... gttoM t)ixe..d 

!.led on the_,{_tt c.oJttte..l.lponding c.omponentl.l o6 public. gJtol.ll.l dome..l.ltic. c.apital t)oJtmation. 

Thil.l Wal.l done 6oJt e11ti!Le pwod i.e. 7950-57 to 1979-80 an.d .two l.lub pe._)(_,{_orfl.l -

1950-51 to 7964-65 and 7964-65 and 1979-80. Thil.l Wal.l done with a view .to c.hec.k 

M -to whcd R.i..nrl o(., nei.a;t.--i.oVll.lh-Lp e..xi..ote..d be.twee..n .the .two and whe.then it had c.hcmge..d 

oveJt time. 
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Ivt :the c.cue o6 GFCF we {)ivtd :tha;t 6ofL :the pe!Liod 7950-57 :to 1964-65 :the 

' 
a 1 ofL 2 yeah fag, aJr.e po~i:t.ive :though ~ig~flic.avt:t (a;t 7% level) ovtfy ivt ~he c.cue 

ofl 7 yecUL lagge.d Jr.eia:U.onMup. The ~:t.Jr.eng:tho-6 :tw pM-ilive Jr.efatioMhA.p c,u, ~howvt 

by :the p~ c.oMefcdiovt c.oe66ic..<.en:t ~ -0.6906 i.e. public. ivtv~:tmevt:t ex.plaA.M 

47%}_/ o-6 :the vafr.icr;t,lcm ;_vt ptiva;te inv~:tmevt:t when both :the va!Liabl~ aJr.e :taken 

net ofl :the :t-<.me :t.Jr.enrf. TIU/., po~.{:tive and ~ignLflic.avt:t Jr.efatioMhip bJr.eak~down 

/ftc 6uo pc;-vi_od~ eve.vt :though 6ofL tftc. e.ntifr.e pefr.iod fi 960-61 :to 1981-82 it bo!Le a 

~igniMc.avtfty negcr;t,lve Jr.efatioMiup having a p~ c.oMefation c.oeflnic.ievt:t on 

-0.5062. The Jr.efatioMhip ~ uvtfagged in ncduJLe. In :the c.a.oe on ~ub pe!LioM 

the JLefatioMhip :though geneJr.aUy pMi:t.ive in :the nill:t ~ub pefr.iod ~ iMigvtiflic.avt:t 

wheJLecu :the Jr.efatioMhip ~ negative bu:t iMigvtinic.a.~ duting :the ~ec.ovtd ~ub 

peJzA.od. 

I VI :the C.M e 0 n mac.hineJr.y and equ.{pmevt:t, :the nill:t -Oub- pe!Liod do e.6 no:t ~how 

U:theJr. a po~i:tive ofL· negative Jtel.atioMhip :tha;t ~ ~igvtinic.avt:t. The ivt:t.Jtoduc.lion 

on fag~ c!.L6o do~ no:t impJtove :the ~igvtinic.a.1 "O:.. Bu:t a.o ag~:t :tw, in :the 

~ec.ond ~ub pefr.iod i.e. 7965-66 :to 7979-80 :the nelcdioMhip ~ -Oigvtinic.a.vtfty 

nega.:tive_, having a pafr.tia.{. c.oMelation c.oen fliuevt:t on -0. 7146 :theJr.eby ex.pfaJ.ning 
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"Re.gJLe!.l-6-Lon. RuUi.:t6" 

Component: GJLOM Fixe.d Capital FoJLmation 

Pe.JLA._ocl/Lag 
Coe.6MU.e.nt 

PC1.!1tiM Re.gJLe..o.oio n CoM~ation CoMetation -2. 
Co e. MJ._c~_ie.n:t T-va.lue. RZ R 

Coe.66iue.nt 

7950-57 :to 7979-80 

Uniagge.cl -0.100 0.4403 0.976 -0.0855 0.90tt1 0.9058 

1· 053 0·220 0·01~ 0·1"blf. o.:nq 
Ye.aJL Lag 0-26'g 

2 Ye.cvr. Lag 

7950-57 :to 7964-65 

Un.fafjgc.d 0.9342 1. 3569 0. 775 0.3583 0.6112 0.5813 

Ye.aJL Lag 7. 6 772 3.3459 0.898 0. 6906 0.8504 0.8388 

2 Y e.cur. Lag 0.8750 1. 7 64 5 0. 874 0.3332 0.7642 0. 7446 

7965-66 :to 7979-80 
I 

Us1ffigg e.d -0.0263 0. 1070 . 0.755 -0.0327 0.7311 .7104 

tj(W!r. LC{_(j 0.1026 0.3957 0.746 0.7796 0.6815 0.6550 

'2 ye.aJL La[! -0.0496 0.'2008 0.646 -0.0593 0.6783 0.6514 
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Coe.{){)ic.ielrt PaAU.al-
PeJr..-i-od/ La.q 

Re.gJteMion. 
at) CoMua- CoMua-

lion. lion. Coe.-
Coe.{){)ic.ien..t T-Valu.e ic.ie.lrt R2 R2 

1950-51 .to 7979-80 

Un.fagge.d -0.7812 3.0859 0.678' -0.5062 . 7366 • 7'277 

yeaJt Lag 0· 1113 0.<3qoy. 0·172 o. 0~~ ' '. b4-21 . 6217 

2 yeaJt Lag 0.2<g'!;,/ t. 20~~ 0 ·'2.<69 o.1qo O·GS342 0·6()31 

7950-57 .to 1964-65 

Unfagqe.d -0.1358 0.3889 0.412 -0. 1 j 1 8 

~J ye.atr Lag 0.3843 1~3843 0.790 0. 36 71 

2 ye.aJt Lag 0.4050 1 • 3416 0.825 0.3784 

7965-66 :to 7979-80 

Un.fagge.d -0.6142 1.8089 -0.152 -0.4642 

ye.aJt Lag -0.3640 1. 0213 -0.251 -0.2936 

2 IJ e.o.Jt Lag -0.2942 0.8607 -0.240 -0.2505 
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Co_mponen.:t: Mac}une)r.y and Equ.-<-pmen:t 

( Con:td. ) 

Reg Jr.eo~"Lo n Coe..6Mue..n:t p~ 

Pe..!U..od I Lag Coe..6Mc.~e..n;t on CoMU.a.-Uon 
T-val.u.e c oMuouo n. c. a e.. 6 6 ic.ie..vz~ RZ RZ 

7950-57 .:to 1979-80 . 

Unl.agge..d -0.4390 :Z.3965 0.685 -0.4139 0.604 0.587 

yeaJr. fa9 o. 1433 0-164-4 0· h4-3 0 ·151 0;46?, 0-392 

:z ye..aJr. fag 

1950-51 .:to 1964-65 

Un!agged 0.6445 0.4718 0.754 0. 1356 0.5747 0.54:ZO I· 
I 

Lag -0.3519 O.:Z591 o. 77:Z -0.0749 0. b 12- . 0·593. I yecuz. I 
' 

:z yecUL Lag 

7 

1 96 5 - 6 6 .:to 1979-80 

Un!agged -0.6386 3. 5:Z 1 :z O.:Z41 -0.7146 0.6801 0.67:23 

ye.a!L· Lag 0·5"1-54- f. 2-b3 0·42~ 0-12'6 0·5130 0·4-'fb 

:z ye..cUl. Lag 
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mOfl.e :t}zcw 50% ot) :the vcuUance in p!U.vcrte invv.:.:tmen:t. ThM Jtucrtion.6hip i-6 

bJteak.6 down. 

:t.Jtend i-6 :the MuJtce o 1) muftico.tR.-ineaJti:ty and in a numb eft on ca-6 v.:. :the ;t:;.me :t!tend 

~ih 00 0-i(Jvi,!Mc.avl:t :tha:t ,(;t d.h:tof1:t.6 ';the !tV.:.ul:to. A cleM cMe on mul.ticoUineaJti:ty 

,(_.6 :thn;t of) COVI.6:tfl.ucf{on whJ.ch dov.:, VIO:t .6hOW a JtUatioVtJ..hip cleM m :the .6Ub pe!U_od.6. 

Bu:t J.f) :the efeme11X ot) time J.-6 lent ou:t by plo:tting gJtow:th Jta:tv.:, in coVtJ..:t:Jiuction 

in :the pJt.{.va:te .6 ec.:toJt agun.6:t :tho.6 e -<..n public .6 ec.:toJt a can be clea!tl.y .6 een :tha:t 

.the~te exi-6:t.6 a complete di-6junc:tuJte between :the :two .6uch :tha:t wheneveJt gJtow:th 

f1Ide. in :the pubuc J..~ec:to!t {.-6 high, :tha:t on p/tiva:te .6ec.:to!t i-6 low and o1):ten negative 

and v_{_ce veMa. Tha:t :theAe dov.:. exi-6:t a negative JtuatioVtJ..hip between :the :two wM 

ccmMJtmed by :ta!Gi.nq :the coe6Mcievz;t on co!t!tuation and :the Jtan!G coJtJtefa;t_{_on on :the 

gJtow:th Jtcuv.:., which .6howed :tha:t :the Jtel'.a;t_{_oVtJ..hip Wa.6 no:t ovtl.y negative bu:t al.M 

.6igni6icavz;t. The~te{Jo!te :to :take accoun:t on the mul.ticol.Unea!ti:ty we have Jteg!tV.:..6ed 

incJtemel~ :to p/tiva:te invV.:.:tmen:tJ.. . by ili componen:tJ.. On inc!temen:tJ.. :to pubuc mvv.:,;t-

meJ1X by ili componeVIU, wah a vMying .6U on lag.6. By doing :thM :the mul.tico.lli

nea!ti:ty i-6 lv.:.-6 "becauJ.>e change.6 Me not a.6 highly co!t!tefa:ted a.6 :the abMlu:te 

:-rd ·,g; mag n-vt..u e. • . . • -

The JtV.:.ul.;to on :thM exeJtci-6 e do no:t add J..igMnicavz;tl.y :to oWL !t<Uul:to except 

:tha:t :the n.e.ga;t;_ve. JtelatioVI.6hip.6 be.come .6:tftonge!t and moJte .6igninican:t. The bMic 

patie!tn on Jtefa;t_{_oVlhhip, howeve!t, Jte.muV/.6 unchanged. The !tV.:.ul:to On :the _{_nCJte

me.n:tal. Jte.g!teJ.:..6_{_on.6 Me given in Tablv.:. ove!tl.ean. 

8. MaddcQa: Econome:t.Jtic.6 p. 792. 
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Component: Ivt~heme~ ovt GFCF 

Reghe.-6-6-i.o vt CoMe.fa-tiovt 
P~od/Laq Coe66i~entT at . 2 -2 

-v u.e_ Coe6M~ient R R 

7950-57 to 7979-80 

Uvtl.aq g ed -0.7995 0. 7100 -0.135 0.0183 0.0183 
1 LfW!t Lo.q 0. 36 78 1 • 32 02 0.251 0.0628 . 0628 
2 y e.an Laq 0.2218 0.7590 • 150 0.0225 0.225 
3 lJ ecUL Lag -0.6279 2. 28 -0.422 • 17 8 2 . 7782 

7950-57 to 7964-65 

Uvda.cJged 0.2141 0.2374 0.076 0.642 0. 577 
1 ye_a!t Lag 2.7773 4.226 0. 773 0.412 .327 
2 yrwJI. Lag 0.6033 0. 7962 0. 233 0.532 0.481 
3 yeaft Lag -1.4988 1. 9 397 -0.523 0.677 0.572 

796 5-66 to 1979-80 

Uvtlagge_d -0.2404 0.6727 -0. 797 0.023 0.018 
7 yeaJt Lag 0.7909 0.5305 0.150 0.054 0.020 
2 yecUL Lag 0.1905 0.4789 0.150 0.081 0.079 
3 yeaJt Lag -0.5601 1. 46 72 -0.439 0.1811 0. 776 

In~kem~~ on Can6t.AUction 

7950-57 to 7979-80 

Uvtlagge_d -0.6965 3.2980 -0.536 • 2871 . 2871 
1 Lag -0.0267 0.1037 -0.020 .7332 .7332 
2 Lag -0.0137 0.507 -0.010 .0290 .0287 
3 Lag -0.2308 0.8202 -0. 76 5 0. 02 72 0. 02 72 

7950-'57 to 7964-65 

Uvtl.aA g ed -0.3698 0.08661 -0.234 0.542 0.527 
1- Lag 0.7817 2.20 0.537 0.326 0. 311 
2 Lag 0.4429 1 • 1 7 0.335 0.427 0.42 
-3 Lag -0.1443 0.2708 -0.085 0.187 0. 173 

796 5-66 to 7979-80 

Uvtlagge_d -0.7327 2.545 -0.578 0.442 0.417 
1 fag -0.1168 0.3134 -0.094 0.482 0.413 
2 fag -0.0439 0. 7755 .-0.037 0.321 0.320 
3 lag -0.3495. 0.8767 ·. :,:.0.280 . ·. 0.186. . 0.143 
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R e.g fL e...6 .6 ..to n Coe.fifi..tc...te.n.t o6 2 2 

Pe!U.od/ Lag 
· Co e.{) {)..tc..<.e.n:t T Value. Co flJc..e.ia;tio YL R R 

1950-51 to 7979-80 

Uvzf_agge.d -0.9287 5.54 -(}.730 0.5328 / 0. 5328 

1 Lag 0.5293 2.33 0.416 0.7729 0. 7729 

2 Lag -0.2565 0.7025 -0.739 0.0792 0.0193 

3 Lag 0.9462 1.4095 0. 276 0.0764 0.0764 

7950-57 to 7964-65 

Un£agg e.d 1.0115 0. 7799' 0.211 0.602 0.594 

1 Lctg 0.0053 0.0038 0.001 0.413 0.383 

2 Lag -0.8334 0. 4961 -0.148 0.276 0.188 

3 Lag -1.0114 0.5861 -0.182 0.041 0,032 

796 5-66 to 7979-80 

1 Unl aqq ed -0.9633 6.0343 -0.867 0.804 0. 792 
I • 
: 1 Lag 0.5423 1. 96 0.509 0.702 0.654 

2 Lag -0.2589 0.5161 -0.161 0.012 0.01 

3 Lag 7. 189 7 1.2648 0.388 0.058 0.032 
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-c. tha:t theJte wcu a we_ah., po.o.{;t.lve_ an.d .o~gi'Ut)icaV!X Jtel.atioMhip 

be_twe_e_vt pubuc ~11Ve-6tmevtt avtd p~va:te ~vtve-6tmevtt tha:t ex~ted 

Uil 1964-6 5 which vtot ovt.e_y bJteafu dowvt comptetel.y but ~ 

{Jouvtd to be_ .ot!tovtg avtd -6~gvt~6~cantty vtegative ~Vl the fateJt 

p~od J. .• e. 7965-66 to 7979-80. 

~. :the vtega;U.ve Jtelatiovt.ohip.o :that Me .o~gi'U{J~cavt:t Me mo.otiy o{J 

avt uvtfagged vta:tuJte. 

-<AA-. that e_vevt :though GFCF doe-0 vtot ev~vtce ·a Jtel.atioMhip :that ~ 

-6..-i.gn~{J.ccmt, both macfu11eJty avtd e_q~pmevtt avtd coMtJtuwovt ~vt 

:the .oame_ p~od .ohow .o:tJtcmg a'!d .o~gvt~{)~cavttiy vtegative JtelatioMh~p. 

pubf..-ic ..-i.vtve-6:tmeV!X, wh~ch we_ .oaw above_ Wa-6 o{J cJtow~ng out o{J p~vate by pubf~c 

~11 :the po.o:t 7965 pe/U:.od, :the ob.oeJtvcllioM -(il) and (~) aJte veJty U-6e{Juf. 

That :the JLel.ation.ohip be_;twee11 pubuc avtd p~vate ~vtve-6tmevtt ~ .o~gvU{J~cavtt 
:that 

(whe;the_!L comp~e_vt:ta/ty O!t CILOWd~g out) wahout avty ~e fag avtd/ il b!Leafu o{J fJ 

w..-i;th :the_ ~npwdu~ovt ori a ~e fag .ougge-0.:U that the JtelatioMhip ~ opc!Lativtg 

ovt :the .ouppfy .o~de JLatheJt thavt the demavtd ;...~e, whlch by :the veJty vtatU!Le o{J ill 

ope!Latiovt ough:t to have beevt fagged. 

The .o:tJLong and .o~gvt~{J~cantty vtegative Jtel.atioMhip which ex~t-6 {Jolt 

con.o:tJLuc.tJovt ~vtve.-6tmen:t be_tween :the. two .oectoM {JaiL the en;t;;ie pwod, 7950-57 

:to 7979-80, ~-6 expfa_..{_nable ..-i.vt teJtm-6 o6 a .oupply coMtM--lvtt that ~ exeJt:ted by 

:the_ publ..-ic -bec:to!L on the p~vate .oec.toJt. The commoday Jteq~emevtt-6 {JaiL covt-

.otee£, timbeJt etc. The mMvt -commod-itie-6 amovtg.ot the-0e aJte covt:t.Jtolled commod~

Ue-6. FoiL which pu.bl~c .o ecto!t hM a p~owy quota avtd the .ouppfy to the p~vate 

.oec.to!L ~ .oo to .oay a "1Le-6~dual .ouppfy". So once pubuc .oec.to!t "clJw.w.o out" 

:the.6e commod.{;t.Le-0 out at) :the mMizet, the p~vate .oec.:to!t t)ac~vtg a .oho!tt{Jall ~ 
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No <>uch. <>uppty bcv.,ed explavwtion-6 can howe_vvr_ be_ {JoJuJJevr..ded to exp-fun a 

<>..Lgn..L{J..LccuLt negat..tve JLuat..Lon.oh...Lp between mach...tnvr_y and equ..tpme.vtt ..Lnve..otme.vtt ..Ln 

the. public J.>e.ctoJL wah that o-6 the_ p!L..tvate_ .oe.ctoJL. Th.M ne.gat..tve. !Luat..Lovt.6h...tp 

wh...Lch e.x..L-6t.o th.JLou9hout the. pVt..tod 1950-51 to 1979-80 ..t-6 pevr..ticulaMlf .6..Lgvt..L-Q..Lcavtt 

..Ln :the. .oubpruod 7965-66 to 7979-80 whvr_e.a.o ...tvt the e.AAUVL iub pruod 1950-51 to 

7964-65 ;;t ..t-6 pMJ.;fj_ve but i__n.6i__gn..L{J.{_cavtt. The. JLuat..Lovt.6h...tp, a.o i__n ca.oe. o-6 con-

J.>t!Lue_:t...ton ..t-6 o-6, an unlagge.d na:tu!te, wh...tch would !LuR-e. out demand -Qado!L-6 e_xpla...Lvt...Lvtg 

;;t. 

I11/~dead of\ i__n:t:Vtp!LWJ1.g th..L-6 vzegat..tve_ ,tz_e{a;ti__on<>h...tp a.o a ca.oe o{J c!Lowdi__vt(l 

out and po<>tu-fat...Lvzg that th.Vte. ..t-6 vzo linfw.ge. between the two .oe_doM flo!L mach...tvte!Llf 

and equ/pme.vtt, wh...tch ..t-6 ned co Meet, we. would evr..gue. that th.M ne.gat..Lve. Ji.ua;t/on<>hi__p 

rn/ght be cau<>e.d by the "ti__me pha.o..Lvzg" ofl i__nve..otme.vtt i__n the. p!L/vate. J.>e.ctoJL, p!Lompted 

by a .6uppty botttene.dz i__n covt.6t!Lucu.on ..Lnve..otme.vtt. 

Mach...tvze.JLy and e_qu..tpme.vzt, a.o long a.o il ..t.o not !Le.ptace.me_vtt ...Lvtve..otme.vtt, ha.o 

to {joUow covt.6t.fLuc_;t_.{_ovz i__nve..otme.vzt ...Lvt teJurl-6 ofl build...tvtg-6, -.6uch that i__fl capaat 

floJLma;t/ovz i__n con<>tJLuc_;t.{_on take..o place_ i__n pVt..tod t, gi__ve.n a ge..o;ta;t/on tag i__n 

covt.6uuc_;t.{_on ofl the dUJLat..Lon ofl t, then the. demand flo!L mach...tnVtlf and e.qu..tpme.vzt 

M.Me..o i__n_ pruod (t + t). 

Gi__ven the .6upply con<>t!LcUnt on p!L/vate. <>e.do!L ...Lvtve..otmevtt i__n con<>tJLuc_;t.{_on, 

the. p!L/vate. .6 e.cto!L t...tme pha.o e..o ili i__nve..o:{:me _:;t ht .ouch a manne!L ;that mach...tne.JLy 

and e.qu..tpment i__nve..otme.vtt 06 p,tz_i__vate .6e.do!L coMe..opond-6 to the c_ovt.6t.fLuc_;t.{_on 

..Lnve..otmevtt 6fl public .6ectoJL the.JLe.by m..t.omatchi__ng ili ...tvtve..otmevtt demand {Jo!L 

QOV1.6tJLuc_;t.{_ovz wah that in pub-fi__c_ .6 e.c_to!L avzd hence avoi___di__ng the. .6Upp{tj bottle.vzec_k-6. 

Th..L-6 explun<> the negat..tve JLetat..Lon.oh...tp between public_ .oectoJL i__nve..otme.vtt 
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the_ e_c.on.omic. Un.kage..-6 ofJ .6Upp.fy and de.man.d be;twe_e_n. the_ :two -<Se.c.toM. 

The_ CULgue.me_n.t ofJ time_ phMin.g by the_ p!r.ivate_ -<Se.c.toJt ofJ ill c.on..6t!tuc.tion. 

in.veAtme.n.t with the_ mac.hin.e.Jty and e_quipme_n.t in.veAtme.n.t c.an. be_ e.mpi!r.ic.aUy .6ub

.6t~n.tiate_d by . .tookin.§ at the_ move_me.vlM ofJ theAe. :two c.ompon.e_n.t-6 M done_ in.·'9'Laph above.. 

mac.hin.e_Jty and e_quipme_n.t and pubuc. -<Se.c.to!t c.apita.t floJtmation. in. c.oYL.6tJtu.c.tion. doe..-6 

.6uggeAt that the_ e_x.p.f..an.ation floJtWCULde.d above_ might be_ c.oMe.c.t. 

Avw:the.'L poMJ..b.f..e_ e_x.p.tan.atJ..on. :that c.an. be_ fJoJtWCULde.d fJoJt thi-6 n.e_gative_ 

f1dcc;U_o!1.6h;.p i-6 in. te.'LtM o6 Jte.-6pon..6e_ ofJ p!r.ivate_ -<Se.c.toJt to ac.t M -<Sub age_n.t-6 

{Jofl. .6upp.f..t:rcng impofl.A:e_d mac.hj_vze_Jty and e_quipme.VIX to the_ public. -<Se.c.toJt. In. Jte..-6pon..6e. 

c.apac...Ltie.-6 within the_ -<Se.c.toJt, may impofl.A: mac.hin.e.Jty and e_quipme_n.t and .6upp.f..y it to 

the_ pubfic. .6e.etof1. The.'Le. Me. a n.u.mbe.Jt on e_x.ample..-6 fJoJt thi-6 at the_ mic_Jto fe_vef. 

A Jte.fatio~hip along -<Sueh un.e.-6 woufd mean. a .6tlt6n.g c_ompfime_n.ta!tity be;twe_e_n. 

the_ uvo .6 e_c_:t.oM, it woufd -<Show up M a n.e_gative_ Jte.fatioMhip in. the.i!t in.veA:t.me.n.t 

be_havioufl. -<Sinc.e_ the_ fJun.d-6 Me.d fJoJt impo!ttin.g Me. but dive.f1A:e_d flun.d..-6 that c_oufd 

have_ be.e.v1 inve.-6te.d -i.n. c_apac.ity eJte.ation.. 

To -<SummcuU.oe_, in. thi-6 c_hapte.'L we. an.afy-<Se.d pubuc. in.ve.-6:tme.n.t in. te.Jtrn-6 o6 

ill M.6e.t -<St!tuc.tu.Jte. at an. aggJte.gate_ ·M we.U M at a di-6aggJte.gate_d .te.vef. It WM 

0 b-6 (!_!(_ v e_d that: 

a. eo M.i..6.te.n.t wah 0 UJt Mn.d.i.ng-6 )..n. c hap:te.Jt 5' :the_ Jta:te. 0 6 -gJtow:th 

o 6 gJtoM Mx.e.d c_apita.f.. fJoJtmilion. d.i.d n.o:t de.ee.fe.Jtate.. Vu.Jtin.g 

the. pfan. hoLi.day whe.n. :the.Jte. WM an. · ~n.ve.-6:tme.n.t eutbaek, it WM 

di-6p!topo!t:t.ion.ate.fy boJtne. by the_ c.on6:tJtu.et)..on. c.ompon.e.n.:t ofJ 

6J._x.e_d c.apitaf {)oJtma:t)..on., a:t :the_ aggJte.gate_ M we.U M di-6aggJte.ga:te. 

,f_e_ v e_,f_. 
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b. c..o!Uequen.:t upon. the !Lela;ti_ve1y {jMte!L Jta:te ofi gJLow.th ofi the 

mac..hin.e!LIJ an.d equipmen.:t c..ompon.en.:t ofi fi~xed c..apital fio!Lm~on. 

an.d (a) above, the~Le -W a c..le.M .o hiflt ~n. the w.,.o et .ot!Luc.tMe 

ofi public. ~n.ve.otmen;t ~n. fiavoM ofi mac..hin.e!Ly .ouc..h that the 

"c..ap.-i;tal-good6 ~n.:te!Udy" ofi put,uc.. ~n.ve.otmen.:t hw., ~n.c.!Le.Med. 

c.. the~Le ~ an. ext!Leme fuc.!Lepan.c..y -be-tween. the Jta:te.o o6 gJLowth 

ofi mac..h~vle.ILIJ and equipmen.:t, and c..o!Ut!Lu~on ~n the public. 

.Otc.tOIL and tho.oe_ ~VI the_ Whole_ ec..OV!Om!J, ~.e. M.OOUated wah 

high tr.ate.o Oft yfLOWth ~VI public. .Oec.to!L Me loW Jta:te-6 of! g!Lowth 

~n the- ec..on.omy. The c..aW>e_ ofi t~ fujun.c.tMe ww., .oought ~n. 

the fumai pe!Lflo!Lmanc..e o 6 the p~vate. .o e.c.to!L. 

d. on. explo~ng fiMthe!L the JLe1a;ti_on..ohip be-tween. public. an.d 

p~vate ~V!Ve.6tmen;t, OM c..on.c..lUJ.>~OIU WelLe pfac..e_d OVI a n~e!L 

floating. It Wa.-6 ob.oe~Lved thcd the!Le ewt.o aM~-elL 1965-66, 

a .o~gn~Mc..anily n.e_gcvtA.ve fLeia;ti_on.ohip bwveen. the c..o!Ut!Lu~on. 

comprment ;VI pubu.c.. .oe.c..totr_ c..apital {)o!LmaU.on w;_th that ~n the 

p!Uvate .oec.tott. The_ othe.tt c..ompon.en.:t on Mxe.d c..apdaf.. floJLma;t{_on 

~.e. mac..hin.e~Ly and equipmen.:t, ai.oo boJLe a .o~g~n~c..an.ily n.eg~ve 

ILe1~oV1.6hip wah mac..fune!Lij and equipr~en.:t ~VI .the_ p~vate .Oec.to!L. 

The un.iagge.d n.atMe o6 the n.ega;ti_ve 1Le1~on.ohip ~n. the. c.Me 

On C..On..6UU~OVI ~Vl~C..ate-6 that the two .Oec.toM c..cmpete nolL 

.oc.Mc.e phy.o~c..ai !Le.6oMc.e.o. In. expl~~n.g .the n.eg~ve JLe1a

tion.o hip whic..h mac..hine.tty an.d equipmen.:t ~VI the public. .oec.toJL 

be.att.o wah that ~n the p~vate .o ec.toJL n.o .o uc..h explan.~o n. wa.o 

p!Lov~ded. In.otead, d ww., Mgued that .o~n.c.e p~vate .oec.to!L 

c..apdai 6 o!Lm~o n. ~n. mac..hln.e~Ly an.d e.quipmen.:t ten.d6 to we. 

when.eve.tt public. .oec.toJL c..apita£ {jo!Lm~On. ~ C..OVl.6UU~OVl We-6, 

d would appea!L that p!Uvate .o ec.toJL may be_- pha.o~n.g the tim~n.g 

ofi ill ~n.ve.o.tmen.:t .60 a.o to avo~d c..omp~on. wah public. .oe.c.to!L. 

An. ~n.:teJLe.oting neatMe that highlighted the n!Lui.tnuin.e.o.o ofi 

d-WaggJLeg~on ww., that, w~e both the c..ompon.en.t.o ofi fiixed 

c..apital nottm~on. - c..on.ot!Lu~on, and mac..hln.e!Ly an.d equipmen.:t -

WelLe n.eg~vely JLe1ate.d to .thw c..oun.:te~Lpa!Lt.o ~n. the p~vate 

.Oec.to!L, {j~xe_d c..apita£ nOILmaUOVl ~d n.o.t ev~n.c.e a .O~g~n~c..an.fty 
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negative. JteiatioVl!.:.hlp. TIU-6 can, howe.ve.Jt, be. e.xpuune.d by 

the. .61Jnc.hJto~e.d move.me.11-t o6 mac.hlne.Jty and e.quJ.pme.vtt in the. 

.6e.doJt wJ;th that o6 the. c.oVl!.:.tJtu.c_;t,{_on c.ompone.vtt o6 c.apilal. 

0oJtmation in the. pu.buc. .6e.ctoJt. 

e.. -<..n c.on6oJtm«y wilh the. Jte..6u.tt6 on the. patte.Jtn o6 iVl!.:.tabiUty 

aMive.d at in the. e.ailie.Jt c.hapte.Jt-6, the. e.mp,{_Jt,(_c_al_ anal.tj.6L6 on 

ivt.6tabilily in tw c.hapte.Jt ilio cte.aftty bJtou.ght out the 

ivt.6tabilily in pu.buc. inve..6tme.vtt ha.6 been inc.Jtea.6ing oveJt ;time.. 



STATISTICAL ANNEXURE 

TO 

CHAPTER·· 6 

Mo.:te: The .ooWLc.e 6oft ill da.:ta, unie.o.o o.:thva»-Loe .opec.i6ied -L6: 
National Ac.c.owm S.:ta.:t-L6tic..o ( Va!tiou.o I.o.oue.o) C.S. 0. 
TJtan.oac.tion o6 .:thi Public. Sec..:toJt, 1960-61 .:to 1979-80 
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Table_ 6. 1 : Capilaf Fottma;Uon by Type ot) A6.o w in Pubuc. Sec.;tott 

GVFCF 

1960_:_61 1642 

7967-62 172'2 

7962-63 7966 

1963-64 2295 

1964-65 2475 

7965-66 2 597 

7966-67 2446 

1967-68 2266 

7968-69 2336 

7969-70 2355 

7970-77 2392 

1971-72 2594 

7972-73 3128 

1973-74 3288 

1974-75 2685 

7975-76 3270 

7976-77 4099 

7977-78 4322 

7978-79 4167 

7979-80 4478 

Mac.Mvte!ttj 
Co n.o :tftuc;ti_o n Eq uipme.VL:t t, In v evt:Co ttie.o 

1051 580 133 

1157 530 60 

135'2 582 154 

16 74 631 181 

7727 781 170 

1780 856 217 

7597 874 114 

1410 814 355 

1454 891 60 

7590 729 82 

7753 678 370 

1917 718 339 

2312 947 -4 

2329 963 626 

1678 989 833 

7920 1386 1195 

2471 1660 937 

2848 2613 ·J 31 

'2672 7593 685 

2939 7569 797 

( R.6 • Cttotte.o ) 

At 1970-71 pttic.e.o 

GVCF 

1775 

178'2 

2120 

2476 

2645 

2808 

2 560 

2621 

2396 

2437 

2762 

2933 

3124 

3914 

3518 

4465 

5036 

4191 

4852 

52 75 
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Table_ 6.3: Ccq:Jlj:ai FoJunatiovt by ;type_ ofl MM/t~ h1 Vepcudme_n;tal Uvtde..M:akmg~ 

( R6 • ow Jte/.>) 
A;t 1970-71 p!vlc.V-> 

Mac.hivt(J_Jty & 
Ye_a!t GVFCF Co Mbw.c.tio n EquipmerU: S;toc.k GVCF 

1960-61 575 502 769 -50 ~25 

1961-62 694 509 187 -80 614 

7962-63 829 595 232 62 897 

7963-64 953 705 251 -58 895 

1964-6 5 7020 731 2 79 44 1064 

7965-66 11 36 700 310 -29 17 07 

1966-67 883 587 302 38 927 

1967-68 82& 559 278 5 833 

7 968-69 876 574 254 3 879 

7 969-70 776 567 210 -71 705 

7970-Ji 804 583 221 38 842 

7971-72 837 604 - 230 67 898 

1972-73 907 796 273 49 956 

1973-74 1005 776 266 11 1016 

1974-75 928 657 271 33 961 

7975-76 989 671 317 25 7014 

1976-77 7 79 5 895 321 11 1206 

7977-78 11 30 959 1329 -275 855 

7978-79 1317 1009 307 -166 11 51 

1979-80 7 3 7 9 945 347 46 7365 
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Tnhf c 6. 4: Cr<pLtal FoJtmal)on by Type o6 AMW in Non-Vepa..Jctme..nta£ 

W'l.deJdaQ.{ng.o in Public. Se..c.tofL 

YeM GVFCF 

7960-67 620 

796 7-6 2 567 

7962-63 625 

1963-64 777 

7964-65 849 

7965-66 1 02 7 

7966-67 968 

1967-68 869 

7968-69 927 

7969-70 1004 

7970-71 977 

7971-72 977 

7972-73 1250 

1973-74 7795 

1974-75 114 0 

7975-76 7639 

7976-77 2122 

7977-78 2315 

7978-79 2603 

7979-80 2035 

Mac.lu .. n e..JLy & 

( R.o • C.fLO!Le...6) 

At 7970-77 rn-Lc.e...o 

Con~t!Luetion Equipme..n.t Inve..n.tonie...o GVCF 

11 7 396 92 712 

207 323 100 667 

267 326 86 711 

431 353 178 955 

426 466 112 967 

501 507 214 1241 

459 528 251 7279 

379 561 305 1174 

349 594 246 1173 

473 479 779 112 3 

596 421 362 7339 

580 435 373 1344 

673 601 37 1287 

555 608 556 1751 

466 652 748 1888 

657 994 1108 2747 

849 1254 899 3021 

1083 779 7 357 2672 

820 1202 753 2756 

962 1111 769 2804 
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Tab.te. 6. 5: Plan-w.Ue. Compound Annua.t Gtwwth Ratu o{l Capdal. Fotunation 

(7957-56) (7956-67) 
1 J.>t Plan 2nd Plan 

PubLic. Sec.toJL: 

,{.,GFCF 15.58 .9. 87 
u.ConJ.>tfLuc.tion 16.47 8.60 

-1.A.A_. Mac.Mne.Jty & 
Equ_,{_pme.nt 12.77 17.24 

Adm,{.nM:tMtive. 
D e.pa.!!lme.nt ~ 

,{.,GFCF N.A N.A 
u . C emf.> tJLuc.tio n N.A M.A 

,{A~. Mac_h,{.ne_tc_y & 
Equ/ipme.nt N.A N.A 

Ve.patL:tme.nta.l Ente.Jtpwu 

~. GFCF 15.73 1. 46 
,u.. C 0 nf.>tJuLcUO n 16.57 6.30 

-1.A.A_. Madun e.!LIJ & 
Equ_,{_pme.nt 13.45 -75.26 

Non Ve.patL:tme.nta.t Ente.tLpwu 

~. GFCF 18.65 49.92 
,u.. Co l1f.> :ttLuctio n 46.94 21. 92 

-1.A.A_. Mctc.h.i.ne.tLy & 
Equ,{.pmelit 14.20 78.28* 

(7967-66) (7966-69) (7969-74) (7974-79) 
3Jtd Plan P.taii HoUday Ath Plan 5 th Plan 

10.47 -2.30 9.35 '11 • 57 
11.06 -4.69 10.40 72.79 

12.53 0. 96 8.90 -15.87 

7.46 -2.23 17.40 9.45 
6.95 -1.84 16.44 9.98 

17.41 -1. 14 23.01 6.42 

11.92 -0.39 6.37 8.33 
8.43 -1.12 9.39 12. 15 

11 • 9 5 -8.65 6.84 16.82 

14.94 -2.16 5.94 14.72 
22.34 -73.89 3.47 16.30 

72.59 5.88 8.32 14.09 

* See 6ootnote. 6,Chapte.JL 6 above. 

Note.: SoMc.e o-6 data -Qotc_ the. pe.fL,{_od 7957 to 1960 ,{_f.>: R.N. La.t: Capda.t 
FoJLmation and /L:t6 -Q,{_navtunq ,{_n Ind;__a, 7977. Paqe. 124-125. 
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Table. 6.6: Re.!ct:t{_ve_ Ra;teo ofi GJtow:th in. Compo11e.n:l:J.l ofi Capilat Fo!tma;tion. 

1 -O:t Plan. 2n.d Plan. 3Jtd Plan. .Plan. 1-fo-Uday 4th Plan. · 5;th PlaY~ 

(!Jhole.. Ec.o no my 

.-t. GFCF 4.68 6.37 9.29 3.35 3.45 8. 82 
.(.(. (' OV/6 ffl (l C' ;f j (!11 5. 18 .~.52 8. 72 4.73 -0.83 9.65 

,(,(,(. A·IC< c fl-iv1 e.Jttj & 
Equipme_n;t 3.65 -3. 11 10.85 1. 56 9.37 7.87 

Ptt..A. vC<:te. Se.c.:toJt 

i .. GFCF 
{ i. CovtZd.!l.uction -7.52 -0.36 4.91 11. 54 -12.77 6.52 

.er--e. A1achivt e.ftlj & 
EquA_pm~n.;t 1 • 6 8 -11.12 10.06 3.75 9.56 7. 2 5 
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Tab.te. 6. 7: Plcu1 w..U.:,e. Compound Ann.u.a.£ Ra:tv.:, on Gtww:th in In.dM:Uty on Ul.le. 

. by Type. on AMW 

Mac.hin.eAy 
I Vtdul.l :Utl.f Plan. Pe!Uod. GFCF Co v.tl.l.VwC.tio n. . EquJpme.n.:t 

Ag!U_c.uituJr.e. ThJAd Plan. 8.30 8.03 72.89 
Plan. Houday 7.92 7. 79 14.38 
FoUJL:th Plan. 8.57 8. 67 3.59 
F..tfl;th Plcm 18.04 18.01 17. 34 

M..tnin.g Tllid Plan. 11 . 35 27.82 16.38 
Plcm Houday -17.45 -70.23 -24.27 
FouJL:th Plan. 12.50 6.80 79. 7 8 
F itl;th Plan. 26.69 35.38 20.70 

Mctn.u n ac.:tuJr.e. ThJAd Plan. · 79.50 24.84 21.07 
Plein. Houday -10.01 -100.58 4.92 
Foun.;th Pum 3.94 4.61 7.76 
F itl;th Plan. 11. 54 -8.67* 17.58 

El e.c.:tJL..tc.ily ThJAd Plan. 12.00 18.43 5.46 
Plan. Houda.y 6.24 -14.67 8. 1 0 
FouJL:th Plan. 1. 69 4.79 0.64 
F -<-nth Plan 13.30 15.56 70.72 

Railwayl.l Tllid Plan. 6. 71 6.25 7.51 
Plan. Houday -13.60 -20.27· -5.39 
FouJL:th Pian. 7. 13 6.98 7.28 
Utl;th Plan. 2.98 4.98 0.93 

Commun...Lc.a:tion ThJAd Plan. 13.89 13.49 14.27 
Plan. Houday 2. 79 9.46 -11.13 
Foun.;th Plan. 7.41 72.63 0.33 
F..t{l:th Plan. 9.00 9. 77 . 8.43 

T ILCI..YLI.l po n.;t Tllid Plan. 1. 62 6.72 -1. 08 
biJ cdhe.Jt P.C an H o ,U_da tj 10.03 18.73 -77.59 
me.aM F o un.;th P fun. 1. 7 6 7.64 -2.27 

Fitl;th · Plw1 -6.48 -1.50 -12.24 

T!tade. , Ho:tif ThJAd Plan. 40.28 46.81 38.91 
& Rv.:,:tauJtan.:t Plan. Hol-cday 5.88 -12.56 42.36 

Foun.;th Plan. -15.04 1. 70 11. 16 
F..t{J:th Plan. 4.73 15. 79 -1.00 

* Thi!.:, de.c.uv;.e. i!.:, e.xc..tMive.ly due. :to a veAy l.lhMp de.c.une. o6 
about 7 5% ~n. 79 7 8-79. I 6 ;thi!.:, lfe.a!L iJ.:, dM ppe.d :the. M:te. o {l . 
gJww:th 6oft :the. JteJ.,-'~ o6 :the plan pvUod iJ.:, 25%. ·· 

&· 



ChapteA 7 

INCREMENTAL CAPITAL ''JTPUT RATIOS: 

A VISAGGREGATEV ANALYSIS 

I 6 c.api:tal 6 oJunct:Uo n ~ ne_c.e.ouvu; to maintcUn otr.. inc_tr..e_M e._ the_ ~.>to c_k o 6 

c.apilal good6 tr..e_qrUtr..e_d to ptr..oduc_e_ a de.oJ.!Le_d output, the_ po~.>~.>ib~e.o o-6 e_xptain.i.ng 

the_ levu~.> o6 and the_ ttr..e_nd6 in c_api:tal fioJuna:tion ue_ in a c_omp~on ofi c_api:taf 

~.>-t:oc.k w--i;t:h output on e_i:the_tr.. em aggtr..e_gative_ otr. c.ompone_nt bM~. ThM une_ ofi 

ne_Mon-ing .{_o due_ to the_ dynam~ctticm ofi Ke_yne.'-'. the_otr..tj by Hatr..Jr..od an~ Vomatr.. whic_h 

can be. btW.e.t\ftj ~.>tate.d a~.>: AMume. that te_c.hnologic_al and otheA tr_e_qrUtr..e_me_Yl.U c_a.U 

(.,on a g.i.ve.n Jt.a:U.o oft capLtal. ~.>toc.k ;to de_-5.-i.tr..e.d annual output, ~.>at;, the_ nct:Uo o(J 

5: 1. It\ populatio11 and il-0 de.J.JJ.!Le_d level ofi peA c_apda output both incne_Me_, the_n 

;the. ne.qu.-i.Jted na-te. o{l gnowth o6 ;totci.l output ~.>hould be_ !.Jay, x% peA anv1.um. To 

ma.-i.ntain the nequ.J.!Le_d tr..a.te. o6 capi:ta.t to output ofi 5: 1 wah x% o6 gtr..owth oft output 

ccdl.-5 t\O!t. a gnow;th -i.n c_apdal J.J;tock equal ;to 5x% ofi annual aggtr..e_ga.te_ output. He.nce 

u.vzdeA ;the. M-5ump:t.-ionJ.J juJ.Jt J.Jtate.d capi:taf fionmcttion e_qual!.J 5x% ofi vzcttional output, 

(whi.ch de.tenm-i.ne.J.J ;the R.eve£ ofi c_apltcd fiotr..mcttion otr.. ptr..opow.on ofi national income.) 

and ;the. na;te_ of. penc.en.tag e gtr..owth in c_apilcd J.Jtoc.h e_qual!.J the tr..a.te_ o 6 gtr..owth in 

na.tios1al pnoduc;(:. In tuJu1. the_ pe_Jr.centage. tr..ate_ ofi g!t..owth o{) c_api:tal J.Jtoc.k, J..{) 

obJ.Je_tr..ve.d ove.n ~.>ucc.e.Mi.ve pe_tr..,{_od/.l, will tr..e_ve_al the. tr..a.te_ o6 c_api:tal fioJunation. Ifi 

one cav1 e.-dhe.n e_xplct-i.vz on M~.>ume. the R.e_tJei and the_ tr..ate ofi gtr..owth o6 popuia.U.on 

and o-6 PVL c_apda pnoduc;t, ovte can, given a c_api:taf-output tr..a.uo (when c.oVI.-6tavz;t 

otr.. c_havzging) dllive the leveL and !tate. o6 gtr..ow:th ofi c_api:tal fioJunation. While. 

t~ ~ (z--i.gfuy ove.Jt!.Jhnpiit\,{_ed vieJ.JJ and c.e.Jttain e.Mtj exteVI.-6ion can be made., it /J.:, 

.w66ic.ient to -(ncf.-i_ca.te. the btr..oad tr..a.tionale (.,otr.. outr.. inte_tr..e.ot in the. c.api:taf-output 
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1w;U ... o aJ.> a me.cuUfl.e. that maq advance. oUfl. u.Vl.deA.6taVl.cUVl.g o 6 the. t)ctc.t.oM that 
. the. 

de.t.VI.mine. the. volume. o{l andj_'l.ate. o6 gfLowth in capila.f floiLma;t;.oVl.. 

In ChapteJI. 4, il waJ.> fucM6e..d in de.tail M to how the. ~Late. ot) gfLowth ot) 

output waJ.> de.t.VI.mine.d by the. !tate. ot) iVl.ve.J.>.:tme.Vl.t (i.e. capila.f noJtma;t;.oVl. aJ.> a 

peJI.ce.Vl.tage. on tota.f ou.tpu.t) w1d the. .6tftuctu.lte. on iVl.ve.J.>tme.nt. Re.c~Vl.9 ·e..qu.moVl. 

(9) which we. deJI.ive.d, we. have.. 

I (t) 

Y(t) 
\ + 1 

• ,<\ 3 o:; 

The .6tftu.ctUfl.e. ot) inve.J.>t.me.nt, heJI.e., i-6 e.J.>.6e.nti..ally :the. .6e.c.toJta.f o.Ltoca;t;.on on 

iVl.ve.J.>:tme.nt ( A J we.{ghte.d by thw. individual capila.f output Jtmo '.6 . ! b . J wh-U.e. 
j 

~.11 chap:te.Jr 5 & 6 we. d~J.>cLU>.6e.d :the. change.J.> in :the. t)oJtmeJI., in ofLde/t to comp.fe.te. 

Be.t)ofLe. We. aVl.aly.6e. OUIL e.mp-i.!U_ca{ niV!.ding-6 we. wou..fd uk.e. to di-6cu.M the. 

COJ1c.e.ptu.af and :the.ofLWca.f Mpe.c.:t-6 u.nde.Jt.fyiV!.g the. capila.f-output Jtatio in .6ome. 

de.tc~i1.. Th.i.-6 i-6 e.Me.nu.a.f becaMe., M we .6hill .6ee. iVl. ;the. coUfl.-6e. ot) :thi-6 chapteJI., 

the emp.(/L.icctf.. e-6-f)mcdA..on, and the. avwly.c,i-6 on capila.f- output fLa;t;.o aVl.d moiL e. 

impofttantiy the. A..nt)e.fLe.nce..-6 dMwn i\ILom the. ob.6e.Jtve.d move.me.n:t.-6 in :the. fLa;t;.o Me 

the.~Le. Me :b!Jo bMic. t)ofLm-6 in which c.apila.f-output ~o i-6 e.xp!te.J.>.6e.d viz. Ave.Jtage. 

capita{ output ~o (he.fLe.at):teJI. ACOR) and :the. Incfte.me..ntct.f Capite~ Output Ra;t;.o 
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(1-IC/Lea[Jtc>Jr ICOR). The. (Jotw1VL ILei.a;teJ.J total. c.apdal_ l.ltoc.k. to total_ domeJ.J:U..c. 

p!Loduc.;t WhVLe.M the. fa;tte.JL .{_,0 a !Lcf.tio on c.hange/.J .{_n c.apilal_ l.ltoc.k. to c.hange/.J 

.{J1 tl1 e. do meJ.JtJ.c. p!Lo duc.t. The. I COR .{_).) thU-6 a JtedJ..o b e.X.we.e.n two inc.ILe.me.VLtal_ 

1Le.-6u.LtA.Yiq nllom .that .<_nveJ.Jtme.vz;t ivz the. de.nom<.nato!L whe.JLe.M ACOR .{_).) on a l.ltoc.k. 

to a -bfow !Latio at a po.<_nt on time.. Both 1Lat.{_Q,6, howe.ve.JL, p!LeJ.Jume. the. e.xi-6te.nc.e. · 

on a l.l:to.bfe. c.aU,Oal_ ILei.at.<.oMh-<-p be.;twe.e.n inve/.Jtme.nt and output e.xpaMion. 

S.<.vzc.e. we. Me. ivz:te.JLeJ.Jte_d in c.ap.{;,tal_ t5 o!Lmation whlc.h w-<-U d-<-!Le.c.tfy g vt 

a{J n e.c.:ted by c.hcmge/.J in dome/.JUC. p!Loduc.;t we. l.lhclff be. mctinfy c.ovzc.VLne.d wah the. 

ICOR. Au a, a6 we. l.lhaU cUAc.U-6-6 .f.ate.IL in the. c.hapte.IL ICOR' -6 have. c.e.!Ltctin eJ.JU-

ma;tA-ovw..f. c{dvantage.-6 ove.IL ACOR. 1-fowe.t:e.JL a l.lhou.f.d be. obvioU-6 that whe.the.JL one. 

.-L6 c.omme.nt-<ng on ACOR oiL ICOR the. c.ovzc.ful.lioM ILe.gaJtd-<-ng the. di!Le.c.tion ofl c.hange. 

at) :the. c.ap.{;,tal_ output !Lat.{o ove.JL a pe.JUod ofl time. w-<-U be. the. !.lame. e.ve.n though 

the. Mlte!.J o{J c.havzge. rlinfJVL-6oiL the. ave.Mge. :to we., the. mMginal_ l.lhou.f.d We. 

d . 1 I flM:tVL avz. v-<.c.e. ve.IL).)a.-

The. k.e.y .{_de.a unde.IL.f.yivzg the. I COR i-6 that thVLe. .{_).) a l.ltabfe. ILe..f.a:tto VL-6 hlp 

bwve.e.vt .<_nveJ.Jtme.VLt avtd the. e.xpan-6-<-on on output. In nac.t, the. ICOR c.an be. vie.we.d 

M ovze 6ac.toiL p!Loduc.tion, 6uvzc.tion unung -<-vtc.ILe.me.VLt-6 .<_n c.ap.{;,tal_ l.ltoc.k. ;to the. 

-<-vzc.ILe.me.nU .<_n c.apac.ay output. The. Ml.lumpli.~VL-6 about the. Jte..f.ation ofJ the. inc.Jte.me.VLt-6 

ofl vtovt-c.apaal_ ivtput6 to inc.ILe.me:VLt-6 on c.apaWij ct!Le. not made. e.xpuc.a .<_n dJAc.UI.ll.liOVL-6 

. on ICOR '-6. The. p!LeJ.Jwne.d Jte.fatioMhlp be.X.we.e.n inveJ.Jtme.nt and output c.hange. p!tovideJ.J 

a guide. to c.hool.le. among a.f.te.JLnative. me.al.lUILe.-6 on inveJ.Jtme.nt and output -<-n c.al_c.u.f.ating 

the. ICOR. The. 6oUIL me.Mu.Jte.-6 on agg!Le.gate. output typic.a.Uy c.oMide.Jte.d in computing 

agg!Le.gcLte. c.apaa.f. output Mdi...o aiLe. GILoM and Ne.;t Nationa.f. ptLoduc.t and GtLo-6-6 and 

1. Se.e. Appe.ncU.x 6oft the. Jte..f.a,t.{_oMhlp. be.X.we.e.n ICOR and ACOR 
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rlome!.l.:ti.c cap);tJ11_ w!uch )_,~ owned by f,oJte)gneJL-6, even though the total amount of, 

dome.!.lt).c capila£. ).).) unchanqed. Since the ICOR ).).) a mecuufl.e of, the )vtve.!.ltrnen;t 

appJto ptiate meaMtfl.e o 6 output than dome.!.ltic output. 

' 
cf__fmo!.lt wholly OVl cv'Lbilfl.My CU!.lumptioM about a\)e.Jtage CU!.let uf,etimu avtd the 

pa;UeJtn o 6 decLz11e ivt cu~ et val.uu ove.Jt time. CoM equevttR.y, il ).).) doubtf,u£. 

tha.t avM..fabfe e.!.ltima.:te.!.l ovt capilctf coVl~ump;t{_ovt me.cuUfl.e the dec.Uvte ivt CU!.let 

val.ue!.l )n a11y u~e6u£. ~evt~e at au}-_/ AccoJtd-U7.g.fy cU_f,f,e.Jtevtce!.l betweevt gfLoM 

domut,{_c_ p.twduct avtd net dome;.,tiC. pJtoduct mMt be viewed wilh gJtea.:t ~ke.ptic)./.)m 

.OUf{.CjUtivzq that gfl.oM doe.m.otA_c pJtoduct .{).) a mofl.e. meaningf,u£. mea!.lUfl.e of, output. 

diluJtu which covtttibute to avt ivtcfl.e.CU e i11 the f,fow o 6 me.cuuJted output ought to 

be. cow1..:ted cu a pcud of, ivzve.!.ltme.nt. Howeve.Jt ~ivtce ill the expevtdilUfl.e doe.!.l vtot 

con..:ttibute to capacily to pJtoduce. mecu.wr.e.d output tw doe.!.l vtot .fe.ad M avtywhe.Jte.. 

A mofl.e Jte.R.evavt..:t aJtgument ).).) whethe.Jt. ICOR' !.l ~houR.d be cal.cuR.a;ted -6o.fe.R.y ovt 6ixe.d 

ivzvutment ofl. toted. ivtve.!.l:tme.nt (.L e. Mxed -01ve!.l.tment ptM ivtve.vttotiu J. Though 

the.Jte. aJte afl.gumevtt-6 f,ofl. exc.fud-U1g ivtvevttoJty chavtge.!.l, il cavtvtot be denied tha;t 

the. caMying ofJ Mme. amouvtt of, ivtve.vttofl.iu J,-6 vila.f to the. maiVlte.vtavtce. of, ef,f,icievtt 

pJtoductiovt pfl.OcU!.l avtd that, othe.Jt th,{_vtg~ fte,,.cviJUY!g the. ~ame., ivzcfl.e.CU e!.l ivt domutic 

2. Fo11 a cJ7.J;t>Lcal. Jrev)_ew of\ de.pfl.e.c)..at_.-{_ovt e.!.ltina;tu pJtovide.d by C.S.O See Chapte.Jt 3 
above. 
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c.apac..-i;ty ou;tpu;t, w.{Ji_ tLequA.Jte f..atLq etL inv ento!Uv.,. 

AvwthetL j_}.,J.Jue tLegatLding meaJ.Ju!Ung invv.,tment A_;., whethetL the invu;tment 

teAm J.n ICOR J.Jhoufd be mecu.utLed on a gtLOf.Jf.J · u.{_/.) oiL net baJ.Jj_}.,. The c.onc.ep;t at)' 

ICOR cu ct mecc6U!Le at) invef.Jtmen::t tLequhr.ed to gene!Late a un.{_;t inc.tLeMe in c.apac.ay 

c.feaJLC.y J.Juggv.,;tf.J ;that in p!Unc.ipf..e invv.,tment J.Jhoufd be on a net baJ.J.{_/.). That 

.{_/.), the tLatio J.Jhould .-i.nc.fude only that invv.,;tment whlc.h expandf.J c.apaU:ty M 

d.{_!.J;t.{_nc_;t t)~om inve~tment tLequA.Jted ;to tLepfac.e c.apac.ay. Theo!U;t.{_c_a£fy the atLgue-

meVLt .{_/.) Mund but ;the ptLobfem afL.{_f.Jv., at the emp.{_!Uc_af fevei__. The eJ.J;t.{_mateJ.J at) 

net avtd tLep£ac.ement inveJ.Jtment cVLe not in ac.c.otLdanc.e wah ;thu e c.onc.eptf.J, nolL 

.{_/.) thetLe. any inflotLmaU.on nec.~.)J.JatLy to do J.Jo. 

The eJ.J;t.{_mcde~ ofl annua£ net inveJ.Jtment ·aiLe. iJound by tafUng the dit)t)etLenc.e 

bw-ve.e.11 the. e.J.J;t.{_mate.-6 of1 gtLoM .-i.nve.J.Jtmc>.l~ and utimateJ.J at) !Lep£ac.e.men;t inveJ.Jtme.l~ 

(de.Mm! .. d aJ.J c.ap-i;ta£ c.oMump;tion). Net brveJ.Jtme.nt, in othetL wotLd-6 .{_/.) a fleJ.Jidua£. 

Th-i.J.J would not ptLe.J.Jevtt any p!lobfemf.J .-i.n the meMuflement at) ICOR ptLovided ;the 

~.);t.{_ma;te/.J on flepfac.e.mevd invutment adequate.fy mecu.utLed the invutment tLe.quA.Jted 

;to tLe.p£ctc.e c.apac.ay. FoiL, in ;th.{~ c.Me, net inveJ.Jtment nec.eJ.JJ.Ja!Lify woufd c.oV!f.J.{_/.);t 

onfy at) inveJ.Jtment tLequDr.ed to expand c.apac.ay and that .{_/.) the meMU!le ofJ invu;t~ 

me.nt c.aUed t)otL by the c.onc.ept ofl the c.apaa£ output flatiof.J. The t)ac.;t, howevetL, 

.{~ thea no c.ountfly mect.OU!Le-6 tLe.pfac.emeVLt M the inveJ.Jtment tLe.quA.Jted to flepfac.e. 

c.apac.ay. What .{_/.) bung done .{_/.) ;tho.;t ptLov.{_f.lioM atLe made t)otL !lepfac.ement by 

dtatLging de.pflec.-i.atiOJ1 in ac.c.otLdanc.e wah ;the c.onc.e.p;t o t) maintaining ;the money 

vafue ot) ;thw c.apila£ intac.t by a££oc.ating the o!Ugina£ c.oJ.Jt o6 the MJ.Jet ovetL 

ili aMumed expec.ted li6 e ;t.{_me, 

The c.onc.eptf.J o 6 maintaining c.apila£ intac.t and maintaining c.apac.ily intac.t 

afle qu-f;te. d.-i.fl 6 etLe.nt. While the flill;t c.onc.ep;t tLequA.JteJ.J no ac.c.ount to be. taken o 6 

c.hangef.J .{_n the avetLctge plloduc_;t.{_vay o6 inveJ.Jtment in c.afc.ufating flepfac.ement, 
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EveJ1 i6 Jtepf.-eLc.eme.n;t i11v~tmen;t inote.ad ofl de.pJte.c..ia;t.ioVI. pJtov~io11 weJte. 

deduc.te.d flJtom both the. VI.UmeJtatoJt and the. de.VI.omiVI.atOJt to obtai11 the. 11et Jtatio, 

A.:t would J.J.::U.il 11ot be. ope/tatio11illy mea11i11g6ul M the. de.VI.omiVI.atoJt i11 tw c.rMe. 

would inc.ltLde. vwt meJtuy :the. output Jt~ulting flJtom 11et i11v~tmen;t but a!J.J~ fl!tom 

the. additiono to p!toduc.tive. C.apac.ily Jt~ulti11g flJtom Jte.pfac.e.me.VI.t ofl old MJ.Je.U 

by te.c.hnic.illy J.Jupe.JtioJt MJ.J eU; p!toduc.tive. c.apac.ily ~ VI.Ot k.e.pt iV/.tac.t by Jte.plac.e.

me.n;t i11ve.J.Jtme.nt M iJ.J ge.neftilly MJ.Jume.d but 'vtc.Jte.Me.d be.c.aMe. ofl te.c.h11ic.~ c.ha11ge.. 

ThuJ.J, two J.J~ ofl p!toblem~ c.Jtop up be.c.aMe. ofl tw: 

(a) FailuJte. to aUow flo!t c.apitaf p!toduc.tivily c.ha11ge.. Tw ~ ~o be.c.aMe. 

o{) te.c.hnologic.af c.hcmge., c.api.faf_ p!todu.c.tivi.fy W~ OVeft time a11d Jte.plac.eme.V/.t 

..<.nve.J.Jtment c.afc.u..tate.d in ac.c.oJtdaVI.c.e. with the. C.OVI.c.e.pt ofl main:taiVI.iVI.g c.apilaf i11tac.t 

~:>y~:te.mcdic.aRY.y O\Je.Mtat~ h..e.plaqe.me.n;t Jte.quifte.me.VI.t aVI.d unde.Mtate.J.J net i11ve.J.Jtment 

by an e.xac.ily equal amou11t. Ac.c.oJtd-i.VI.gly e.J.Jtimat~ ofl net ICOR would uVI.de.Mtate. 

the. tJLue. Jtatio. 

(b) P!topeJt ~Li.ma,tLon ofl Jte.plac.e.me.VI.t inve.J.Jtme.VI.t Jte.quift~ detailed infloJt

ma;t;on em the. age. ~tJtu.c.tuJte. ofl din {)eJte.VI.t typ~ o6 aMru cmd 011 the. ;t).me. patte.JtV! 

~ hould deteJLmi11e the patteJtVI. o 6 Jte.plac.e.me.VI.t ouilayJ.J on that M~ et. T ypic.illy 

Jte.plac.ement outfayJ.J Me _illoc.cde.d em the. bM~ on J.Jome. a...tteJt11ative de.pJ:Le.uatioVI. 

patteJtn~, mainly ~;Uu;Ught Une. oft de.c.UVI.iVI.g bafanc.e. oft "o11e. ,o;tJtok.e." de.pJte.c.iatioVI. 

patteJtnJ.J. The ac.tuaf patteJtn ofl de.c.U11e in MJ.Jet c.apac.ily iJ.J unk.VI.OWVI.. 

a11d m_ay vaJty widely {!!tom tftue. Jte.plac.eme.VI.t inv~tme.VI.t. Tw c.an be. demonot!tate.d 
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brvel.ltmc.Yd .La c_qttal. to gfWM ivtvutmc.vtt, U.gvto!Uvtg c.havtgU ivt p!todu.c.tivdff o6 

CU~eM) ivt the_ ljC-afL t - m, whC-Jtc. m .La the_ line. On the_ CU~d; That .La: 

1, 
;t - m • • • • • • ( 1 J 

I t - m 
. +~ + . + 3/ 

gfto~~ .{.J1Ve4-t.mC-V!.-t- .{.V! lje.M .-t- - m-

I fJ gJtoM invutmc.n;t ivt the. cu~d hcu bc_c_vt ivtc.Jte.Mivtg at a c.o~tard avtvtu.al p!topo!t

:ti..oJ1cdc. Jta;tc_ Jt, thc.n the. above. equ.a:tion 1 c.c .. be. ne.w!Utte.vt cu: · 

Rt 
1, 

t • • • • .. • ( 2) 

(7 + Jt)m 

If\ I, 100; ft = 0.04; m 
t 

30; 30.9 

Now ~u.ppo~e., howc.vetL, that m = 20 y~ i~.:te.ad o6 30 a.vtd that the. lime. pa.:ttC-Jtvr 

0 tJ dc_c.uvtC- in aM d c.apac.dy .{1, duc./Ubc_d by ~.:tftaigh.:tlivte. de.p!te.c.iatiovt pa.:tte.Jtvt~ 

Le;t R;t be_ the. anvtu.al ne.plac.c.me.Yd c.xpe.vtdftu.Jte. flaiL a give.vt cu~e.t, e.qu.a£ to the. 

o!Uginctl c.oJ.lt o 6 :the. aM e;t divided by the. vtu.mbetL o 6 ijizaM d .La e.xpe.c.te.d :to 

3. An ;.mpR.ic.,i;t aMu.mpuon made. helLe. J..;., that the. Jte.plac.e.mc.Yd ivtvu.:tme.vtt A...vt yc.M 
{ t - m ) .La z efLO • 
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I~ annual gfLoM "invcutme.nt m the. give.n a.o.oe.t 

!L annual p!Lo poilio nate. ine.ne.a.o e. in I '; 

annual p!Lopo!Ltionate. e.hange. in the. ave.nage. pnodu~vity 

on nw invutme.nt in a.o.oe.t.o, whe.Jte. pnodu~vdy i-6 de.nine.d 

a.o a.o.o e.t e.apae.ity pe.Jt !Lupe.e. e.xpe.nditu!Le. n OIL the. a.o.o e.t. 

AMume. that fL, m, and p Me. e.on.otant and the. .oame. .nolL a.V'_ d'.a.6.6e..6 on a.6.6W. 

Atoo a.o.ou.me. !L i-6 ct.l.way.o po.oilive. and that m i-6 a.iway.o Z. on mane.. The.n 

aggfl e.qcde. !Le.ptae.e.me.h;t e.xpe.nditu.fle. . .f..n any ye.an i-6 the. .ou.m on ne.ptae.e.me.nt 

r.xpe.nrfilune..o on aJ'.R a-0.oe.t.o in.ota.V'_e.d in the. pne.viou.o in' ye.aM. 

Mg e.b!Liae.aUy: 

I I 

t-m 
m 

m( J+p) 

I' 
t-m 

m 
m( J+p} 

+ 
I' t-m ( 1 +JL) 

( )m-7 m 1+p 
+ 

I' Z I' m-7 
.t-m(7+_~_) + •••••• + t-m(1+JL) 

m(7+p) m(7+p) 

{ 
Z Z . m- 1 m- 1 } 1 + (J+JL) (J+p) + (1+!1.} (J+p) + •••• +(7+!1.) • (7+p) . 

Applying the. Jmf.e. non G.P. and notmg that 

I' t-m 
I I 

t 
m 

(7+!1.) 
we. ge.t 



Sub~~~ng ~ = 0.4; m = '20) 
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m ( 1 +p) 
( 1 + p l 

p = 0. 01. and I' 
t 

:} 
100 in the above equation 

give.6 Rt = 63. "T®e" ~eplacement inve.6tme'hl in t~ cMe. ~ mo~e than .twice. 

all much. M 'appMe.nt' ~epiace.me.nt ~.nve.6tme.r+. 

We dig~e.6M.d aboue. :to ~h.ow tha;t ~eplaceme.n-t ~.nve.6tme.frt ~ highly ~e.Milive 

to the time pafte.~n~ o{J deC.line. in M~e.-t capacity, to the. leng-th o{J M~et' li{Je 

and :to wh.e.:th~ allowance. ~ made. flo~ c.han,qe.6 in the ave.Mge p~oduc.tivity ofl 

{.vtve..otniCJ1t. Gi.ve.n ou~ v{Jdually comple.:te. ignoMnce. conc~ning paft~M o6 decline. 

;.)1 M~e.:t capacity, fe.vtg:th o6 M~e.-t ~~v~c.e Une.6 and ~ince. wing inve.6:tmefrt p~o-

ductivity may we.U be a p~vMive. phe.vwme.non it floUow~ ne.:t ICOR ~ almo~t ~pu~oM 

and uJ.Je. o{J :tiU...O ~cdio ~hou1d be. avoided. 

AU t~ ~ugrJe.6U tha;t p~hap~ the. ICOR ought to be. calcu1a;te.d with g~oM 

ICOR ~ince. ~e.ptace.me.nt iVlve.6tme.nt in p~uple b~ nedh~ a behaviou.Ml no~ a 

:te.ch.Vl.ical ~elation~ hip :to change.6 in capac.ily. A~o the. inve.6:tment component 

Vlo:t ~elated to capaCJA.y change. i.e.. ~ep.face.me.nt inve.~.Stme.n-t may be. v~y f.Mge 

~e!aU.ve. to :the. i11.ve.6tme.frt component which ~ ~o ~ua;te.d i.e.. ne.:t inve.6tme.n-t. To 

:th.a;t e.x:te.Vl.:t u~e. o{J gMM inve.6:tme.frt may inMide the. ICOR • The. rVtgume.l'l.U flo~ 

ofl {.nve.6tme.V!.:t btj de.6au1:t. The. be.~.St :tha;t can be. ~aid in ili flavo~ ~ tha;t the. 

Anoth.~ ~~ue. ~ with ~e.gMd :to in6lue.nce. ofl p~ce. change.6 on ICOR, 

~pe.ci{Jic.ally whe.:th~ ICOR' ~ ~hou1d be. ca..tcu1a;te.d a;t c~e.n-t p~ce.6 o~ coM:ta.n-t 
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yvuc.u. Ac.c.ep:ted ptwc.tic.e hotd6 :that ICOR ought :to be c.alc.u.fated at c.oM:tant 

ptvic.u and !Ughtiy J.:,o. The c.onc.ep:t on ICOR M a fUnd ot) one nac.ton p!toduc.tion 

(junc.tiovt impUU a nefatioMhip be;tween phyJ.:,ic.al qu.an;U;t;__u on c.aplial and output . 
and :theA.e(jone :the meMu.Jtemevtt and analy.6.{.J.:, ought not be inM.uenc.ed by p!Uc.e c.hangu. 

Moneoven, .6inc.e ICOR .{_).:, a Jtatio at) :two magvtitudu - invutmevtt and output, a 

diflfl e.JteJ1tial ncde ofl p!Uc.e c.hanqe -Ln :thue :two magnliudu wdf. d.{.J.:,;tont the ICOR. 

M c.ompaned ;to output w~ c.neate an ~Mion on inc.JteMing ICOR'.6, even.J...t) 

So nan we have J..mpuc.J..ily M.6u.med that the ivtvutmevtt made .{_!., .6J..mu.ftaneoU.6 

wdh a11 ivtc.ltect!.le in pnoduw.ve c.apac.liy i.e. output .{_).:, genenated M Mon M 

expencU;tu/te on inveJ.:,:tmevtt .{_).:, inc.u.Jtlted. Th.{.J.:, howeve.lt -Lo a11 a!tti{Jiua.t a.6.6umptim1.£! 

The C.oqic. ofl inbroduc.ing gehtation f.ag.6 WM d.{.J.:,c.M.6ed in Chap:telt 4 and J.:,inc.e the 

.6ame lwf.dh l?ene we ne.ed not lte.peat d. The. onf.y point we. wavtt to mak.e. he.lte. .{_).:, 

;tf?at .6inc.e the. duMticm on :the .f!.ag .{_).:, unk.nown one hM :to peAt)oltc.e .6pec.u..fate 

about :the.J..lt du.Jta;t.{_on and tlty f.ag.6 on dinnenent noltm.6 and length. We have u.hed, 

g-i.vevt yecUt may geneAate ·output ~.VL dinne.ltevtt lJeaM depending on ill matu.Jtdy 

Sec..:toltal ICORS: 

Thu.6 na.tt ou.lt fuc.u.h.6iovt.6 have bem iVL te.ltm6 on agg/tegate ICOR. But d 

.{_).:, ob\Jiou.h that anything c.onnec.ted wlih a c.aplial output Jtatio .6hou.fd be nillt 

c.oMidetted a:t :the J.:,ec.tolt le\Jef. Agg/tegate ICOR .6eek..6 ;to meMu.Jte :the nunc.tional 

4. Chak.navanty, S. ( 1968) Chap:teA IV 
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Howe.veJt -Ln ;tJty-lng -to me.MuJr..e. c.apilal and output in an agg!Le.ga-te. mavmeJL we. Me. 

m~~-i_ng -the. c.ompo~~On on bo-th c.api-tai and output -tha-t ~ dinne.!Le.n-t aC.fLO~~ 

M.c.-toM cmd -the. wughh on th~e. a~ well. M -the. !Letative. ptiC.~. A~ a c.oMe.

qu.e.nc.e. on ZW ate_ Ztjp~ On c.api-tai-output fLdaUOMMp Va!Llj gfLe.aillj nfLOm one. 

~e.c.-tofL -to ano-theJL. 

A~ a ma;t:te.!L on a!Lilhme.tic., the. oveJtatt ICOR ~ a wughte.d addition on 

. -the. ~ e.c.-tofL on~. Tlw c.an be. ~hown alge.btiac.atty M nollow~: 

F!Lom e.qu.atio11 4 -<...n Chapte.!L 4 we. have.: 

1 

b 

I 

y 

and {ltwm e.qu.ation ( 9 l -<...n Chap-te.fL 4 we. have.: 

- 1 { 1 • .A 1 + 1 • >.'2 
--v EJ EZ 

c.omb-i.11ing the. above. -two e.qu.ation~ we. ge.t 

whe.!Le. p . = Agg!Le.g~e. ICOR; 

1 
+-

b 4 

+ 1 

04 

Se.c.-tofLc~ ICOR; (Su.b~c.ti~ de.not-lng ~e.c.-to~j 

The. OMIJ d-lnneJte.nc.e. ~ -tha-t c.oe.nnic.-Le.n-t ~ M Vl.O iongeJL a ~ingie. c.oe.nnic.ie.n-t, 

bu-t hM -to be. !Le.gatlde.d M -the. wughte.d aveJtage. on the. dinneJte.M ~e.c.-tofL c.oe.nM--

To ob-ta-ln an ICOR 6ofL a ~e.c.-tofL ate. -the. poi~ ~c.~~e.d above. 6ofL the. 

agg!Le.ga:te. ICOR ~hou.id iogic.atty !Le.ma-ln -the. ~ame. e.xc.e.pt 6ofL one. quati6ic.ation 
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In Chap:teJL 4 we. d---Uc.£M.oe.d :the. e.x.--L6:te.nc.e. of, "c.JtoM e.{-,t)e.c.:t-6 ot) .oe..c.:totw.l_ inve...o:tme..n:t" 

w!Uc.h qeX-6 ac.c.oun:te..d f,oJt whe.n one. --L6 de.a.t{_n9 wilh aggJte..ga.te.. ICOR but --L6 no:t 

c.ap:tu.Jte.d -Ln :the. J.Je.c.:totw.i ICOR. The. c.JtoM e..f,t)e..c.u·-o-6 .oe..c.totw.l_ -Lnve...o:tme..n:t, M we. 

de..Mne..d :the..m .te..ad to -Lnc.Jte..a.oe..d output in .oe..c.:toM apa.Jd t)Jtom the. one. in wf1!c.h 

inve...o:tme..n:t hM be..e..n made.. Tf~, cvs --L6 obviol.L-6, wou.td .tend an upwand bia-6 to :the. 
. 5/ 

J.Je..c.:totw.l_ ICOR of, .oome. .oe..c.toM.- We. J.JhaU ide..n:tif,y .ouc.h -.oe..c.:tofr..-6 -Ln. ou.Jt e.mp~c.ai 

!U.c.ai :teJLmf.J. When :the. c.onc.e..pt at) c.apilai --L6 ope..tLa.tion.~e..d -L. e.. whe..ne..ve..Jt il 

p.tay.o a Jro.te.. M an {_nde..pe..nde..n:t va;Uab.te.. int)lue..nc.ing othe..Jt quan:tilie...o (.oay output -Ln. 

ou.Jt c.cvse) the mecvsuJte..me..n:t --L6 be...oe:t wilh :tJte..me..n.dol.L-6 pJtob.ternJ.J. Me..a.o~ng of, :the. 

.o:toc.k 0 n ac.c.umu.ta:ted c.apilai ove..Jt time. ,{_.o exc.e..e..ding.ty difi t)ic.uU be..c.a.U-6 e. ( d~n.g 

a pe..Uod on ,t)me..) :t.he.. .o:t.oc.k c.im.o--L6tf.J ofi ilemf.J o{J di{Jfie..Jte..n:t age..-6 o{J wluc.h e..ac.h i:t.e..m 

need no:t be c.ompJt~-i.vrg ot) homoge..n.ol.L-6 un.ilf.J, 'de..pJte..~g -Ln individual po.;Ue..Jtn-6, 

having vMying Jta:te...o at) moJt:t.alily and ob.oo£-·oc.enc.e. depending on the. te..c.hnic.ai 

dwnge. The me:thodf.J at) me..M~ng c.apilai .o:toc.k like the. pe..Jtpe..tu.al. inve..n:toJty -

me:thod need to expJte..-6-6 aU- :the pcvs:t ad~on-6 to :the. c.apilai in te..Jtmf.J ofi ba.oe.. 

ye..aM p~c.e...o. Fate :t.he.. adj~M:tmen:t-6 t)oJt. v~oi'LO in. p~c.e...o, howe..ve..Jt one. Jte..q~e...o 

5. Ap!u:.oJri, it c.an be. J.Ja-Ld tha:t the...oe.. c.JtoM e..t)fie..c.:t-6 will be. highe..Jt in .oe..c.:toM 
£J..ke e..fec.~c.ily, gcvs and wa:teJL, tJtan.opoJt:t. anq othe..Jt int)JtM:tJtu.c.:tutw.l_ M!.c.:toM. 
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that theJLe. Me. iVt-6uJurlountabfuptwbte.m6 in me.cu,uJt..ing c.ap.{;tat .otoc.k p!te.c.i.oe.ty and 

thcct aRJ_ t:l1e. illeJLvw;tJ._ve. rv:.ti..ma:trv:. de.ve.tope.d Me. o-6, a 1 .oe.c.ond brv:.t natWLe. 1
• To 

t:hcct e.xte.vlt the. e . .otima;trv:. of\ cctpJ.;ta.t J.>toc.k ne.e.d to be. handte.d with c.Me., pointing 

ou;t the. b)_a.o rv:. that it may have.. 

we. p!toc.ee.d to e.xamiVLe. the. e.xi.ofug ~.>tudirv:. and e.mpiJtic.a£. mate.Jtia£. on c.apita£. 

ou;tpu;t Jta;t;.o-6 in the. I11dian e.c.onomy, in ge.neJLal. and the. public. .oe.c.toJt in pa!ttic.u!M. 

ctpp!toac.h on aVta.ty.oing the be.havJ..ouJr. o t) c.apita£. ou;tpu;t Jtati0.6 in India i.e. e.xe.mpUbie.d 

by the floUowing Jte.mMiz by Ve..oai, a .otJtong p!topone.nt o-6, the wing c.apitat-ou;tpu;t 

Jta,tio the.J.Ji-6, "A pe.!L.6i.otenily high Jtcde. of, indu.ot!tia£. mvrv:.tme.nt c.ombi11e.d with 

tow !tate. ofl induJ.JtJtia£. gJtowth mu.ot mdic.a:te. high c.apital.-ou;tpu;t Jtatio",!!_/ (e.mpha.oi-6 

adde.d) 

A.6 in the. c.a.oe. o6 iVLvrv:.tme.nt, c.ap.{;tat-outpu;t Jtati0.6 a.t.oo have. be.e.n anaty.oe.d 

6oJt the. IVLdian e.c.onomy main.ty iVL the. c.onte.x.t of, mdu.otJtia£. .otagnation. It {'1CU:J be.e.n 

aJtgue_d that Wing c.apita£.-ou;tpu;t Jtati0.6 have_ be.e.n. M.Ooc.JJ;.;te.d!_/ Wdh the. .Q.{'Q~~n_g 

down ot5 the. J..ndu.ot!tiat gJtowth and/o!t Me. _tre. !LeMon f,oJt btc.omme.MuJtabily o6 high 

· The ac.JtoM the. boMd Yi-6 e. 

6. Ve.oai (1981) Page. 389 

7. Ve.J.Jai ( 79 8 1 ) , ( 79 8 4) 

8. Ahtuw~a (1984), BaJtdhan (1984) 
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-<-n capda1. ou;tpu;t Jta;t,lo~ e!.lpe.cio.lly in .:the. pubUc ~e.ctofl.. hM be.e.n ~e.e.n, M 

- conve_vt.:t;_oncti_ w~dom would ~uggVl.:t, ".:the. bigge.~.:t maMfie/.l.:ta;t;_on o6 accumulating 

. I. . . I .,_;o;,_,.f.; rr 9/ .z.ne.fJn-<-C-<.e.nc-<.e/.l O·o lte/.lOMCe. U~!M.A.On ,-

A~ oppM e_d .:to .:the. ine.fJ 6icie.ncy Mgume.vt.:t ~ .:the. aggfl..e.gate. de.mand vie.w 

wfuch ~o .t.pe.culate.d on .:the. we. in .:the. capilal. ou.:tpu;t fl..ati.o 1 ~ bu.:t e.xptune.d 

.i.:t a..o an oJL.:tif.ac.:t o t\ .f. ow pVLf,ofl..mance. ;__n whic.h c.M e. .:the. line.~ o 6 c.ctu..6a;t;_o~ fl..Un 

in .:the. o ppM.i.:te. d.vr.e.c.;t;__on .i .• e.. R.ow aggfl..e.gate. de.mand ~ c.aMing ine.6 6ic.ie.nc.e/.l o 6 
.f-:fl:. ~· 10/ fl..e/.l o ufl..c. e. u.-(AAA/.) a..:u.o n-

Tw vie.w o 6 inc.fl..e.Ming c.apdal. ou;tpu.:t Jt.cLU.M ~ e_e_~ .:to have. be.e.n 6o~.:teJLe.d 

by /vfafl..tin Wo£.6.2.!./ E~timati.ng .:the. ACOR and ICOR 6Mm ne..:t fl..e.pfl..oduc.ibR.e. .:tangibR.e. 

we.aUh (and inc.fl..e.me.nu on capdaR. J and ne..:t dome/.ltic. pfl..oduw (and inc.fl..e.me.n;U on 

v1c/t dornc.,s.U.c. pfl..OducA:) ccmcR.ude!.l .:tha-t .:the. aggJte.gate. ACOR 6ofl.. .:the. e.c.onomy fl..O~e 

rnaJtl<-e.d!y be;twe.e.n 1961and 1971, while .:the_ ICOR fl..e.ma.i.ning ~.:tabR.e. dufl..ing .:th~ 

pct1.iud Jlc.n;i..o.:tette.d a tti..oe. .in. the. eiUlf.A.e.fl.. de.c.ade_ 1950-51 .:to 1960-~1. The.fl..e.by 

impR.y.i..vt9 .:tha.:t a w;.ng ICOR doe!.l no.:t R.e.ad .:to a we. in .:the. ACOR and vic.e_ veMa. 

The. we. hcu be_e_n e.xpR.aine.d pctfl..ily by .:the. Wing ~e.ctofl..al. c.ap;_;tal. ou.:tpu.:t Jta;t,lM 

CU1.d pafl..ily by .:the. ~hiM 6ttom R.e/.l~ .:to mofl..e. c.apdal. inA:e.l1..6ive. ~e.cto!t..6' lik.e. 

e.R.e.c..:tfl..icdy a11d pub.f.ic. admin~.:tJta;t,lon. Give.vt .:the_ 6act .:that .:the. ~e_c..:to!t..6 ide.nti-
and 

{)ie.d M .:the. MMce. 6 of!.. ;.nc.fl..e.Ming ACOR 1 i.- e.R.e.ctfl..ic.ily .!public. admin~.:tfl..ati.on - Me. 

MR.e.R.y pubUc ~e.c..:tofl.. de.pa!L.:tme.nu one. can .:tak.e_ ;_;t .:that impUc.;_;t!y .:the. pubUc 

~e.c.:tofl.. WM had fl..Vlpon,sibR.e.. 

9. Ah.f.uwal.ict ( 79 8 4 ) 

10. Chaf<-fl..avafl...:ty, S. (1984). I.:t ne.e.~ .:to be_ no.:te.d heJLe. .:that Chak.fl..avaJL.:ty doe!.l no.:t 
~e.e.m .:to be_ c.onvinc.e.d by .:the. "ctfl..dhme..:tic. and c.Mual. ob~Vtva;t;_o~ (whlc.h) 
!!:EJ1_ p~y ~uppofl...:t .:thcL.:t .:the. c.apilal. ou.:tpu;t fl..ati.o hM We.vt on .:the. mMgin •• " 
Temphcv.'>~ adde.d) • Mofl..e. impofl...:tan.:tf.y, he. e.xplic.;_;t!y ~.:ta.:te/.l, " ••••• U ·~ no.:t 
c.f.e.M .:to me. wha;t a.JLe. .:the. flacto!t..6 whlc.h have_ c.on.:tfl..ibu.:te.d .:to .:t~ p!1..oce/.l~ on 
an e.c 011omy wide. bM~ ". theJLe.by fl..e.c.ogn~ing .:the. .f...i.md.cLU.o~ o6 cap.f;tal.-oci.:tpu;t 
Jta;t,lo M a bM~ fio!1.. mak.ing c.aMal. in6 Vte.nc.e/.l. 

11. Wofl..R.d Bank (7978) 
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Aohof<. Ve.J.JcU!..J_I aJtguiVLg agcUI'Mt the.. iVLc.ome.. ~t!tibu;t:ioVL hypothe.J.Jio o-6 

induJ.dJtia.t dec.el.e..JtatioVL pu.:t flo!tth the view that the .o.towiVL.CJ dowVL o-6 the 

e.J.Jpec.iall.y iVL the.. public. .oec.toJt. Ve.J.JcU ha.o c.afc.u.fate.d .o·e..c.toJt ICOR 6oJt the whole 

ec.o110my 011 the ba.oio ofl GVCF cmd GVP at c.oVL.6taVLt p!tic.e.J.J. Pe.Jtio~if:l.g. at 6J._ve yeM 

iVLte.JtvcU'_.o, the .oec.totca£ ICOR 1 .o Me c.a.tc.u.fated by c.umu.fating GVCF ove.Jt :the t)ive 

yeM pe.Jtiod aVLd div~g it by the tU--6e in r.vp c.u.mu.fated ove.Jt the .oame {)ive yeM 

pe.Jtiod. Hio t).i.gwze.J.J .ohow that ove.Jt the pe.!tiod 1950-51 to 1975-76 the. ICO~ in 

the plvunaJty .o e.c.toJt moJte thaVL doubled ili ei6 while iVL the c.a.o e o 6 miVLiVLg aVLd 

qu.WL!ty it inc.Jtea.oe..d t)Jtom 3.9 in the. · pe.Jtiod 1950-51 to 1955-56, to 40.9 

-iVI the. pe.n..{·_od 1975-76 to 1_977-78. The. ICOR in the .oec.onda.Jty .oe.c.toJt iVLc.Jtea.oed 

f,nom 4.4 ;to 72.3 c1m-l th0.6e. ofl e..te.c.t!tic.ity ga.o aVLd wate.Jt t)Jtom 17.2 to 22.34 ove.Jt 

the boaJtd. 

public. /sec.-toJt i6 u.mie.Jtu.~ali.on o-6 labou.Jt c.oVLc.omiliVLt with whic.h io. u.VIde.Jtu.:tili

.ocdioVI ofl c.apdaf. ExpfcU_VLing the po~c.af ec.oVLomy ot) LtVLVLec.e.J.J.oa!tily high ICOR 1 .o 

iVL the pu.bLi_c. .oectoJt Ve.ocU w!tile.o, "Thu..6 the. high c.apilaf-ou.:tpu.:t Jtatio.o Me o11e 

ofl :the c.onoequ.enc.e.o o{J :the attempt ofl :the.. p!te.-t:Cy p!tofe.J.J to .oqu.ee.ze .i.n e.ve.Jt gJtoWiVLg 

numbeJL6 .i.n:to an indt::tl>:t!tia.t ba.oe :that i-6 not gJtowing {Ja.ot enough and the. high Jtatio.o 

in. tu.Jtn lead :to gn.o.o.oly inadequate Jtate.J.J ot) Jte;t.u.!r.n and plou.ghbac.k"!i_( In w Jtec.ent 

a.Jt:tic.le, h.owe.ve.Jt, Vv.,cU_ t) ee.U :that :the.Jte. i6 .oome. me.Jtd in the de.ma11d a.Jtgu.meVL:t whic.h 

a;tt!tibu.:te.J.J :the U.VI.d~ation ot) c.apilaf and c.oVL.6e..qu.e.VLt Jtioe. in c.apitd.t-ou.:tpu.:t 

72. op.c.il. 

7 3 • 0 p. c.il. p. 3 9 4 



212 

~o~ ~o ~he fa~h on demand. I~ ~ ~o ~gued ~h~ ~he ~hanging p~odu~ mix 

neilh~ ~he wing ~end ot) ICOR'~ in ~he pub£~ ~e~o~ no~ ~he aMvr;t,i_oM 

~eg~ding ~hanging p~oduc.t mix have been emp~~aliy ~ub~~a~ed by him. 

A~ aga-i..vr~;t thA.J.> chavrg-Lvr.g p~odu~ rn-tx ~gumeM ofl V~ai, I~h~ Ah.fu.wal..ia 

hM p~&ouh ~h~ ~he ~~e ~ no~ ~imply due ~o a ~uative ~hit)~ in ~he palieM 

o(J ~e~evr;t -i..vrd~;t!Ual. ivrvofvemeM towAAM ~apitaf iMeMive .. -i..vrdM~~ uke 

. ~hemj_ca.f'.~, f,eJt:tjj'_jJ.>e~ pe;t!r.o~hemi~af de b~ ali -i..vrdMUy gJtoup~ ~how a We 

Whic.h .{/.) pa~~ufa~y , p~OI10UVI~(Z.d j_vz the rubu~ ~e~o~.J..if 

a.o~~on~ ~e made ~eg~d-i..vrg the ivrC:AeMe bung due to the v~y high ~atio~ in 

pubLL~ ~e~~o~, no ~timat~ o6 ~apitaf o~p~ JtaUM t)oJt pubu~ .oe~o~ o~ mavruf,a~

u!Uvrg cuze. p~ov-i..ded to ~how the palieM and magnitude at) the we. In &a~;t no ~~~, 

whaUoev~ ot) ~apliaf o~p~ Jtc(;tj_o .{).) given. What ha.o been p~ovided ~ a one ~ct 

on t)igu~~ o6 ~apliaf o~p~ Jtatio t)o~ the y~ 1959-60 ~0 1965-66 and ano~h~ 

~ucdivrg to the yea~ 7966-67.~o 1979-80. The .ope~t)i~ method ot) ·~timation o6 

the ~wo ~w ot) ~apitaf o~p~ Jtatio whl~h ~ ~.oe~ t)o~ anafy.oing the we in 

thV-Je Jr.atio ha.o not been d.-L6~l!.O~ed. One p!LV-Jum~ th~ ~he ACORS have been ~af~ufaA:ed 

no~ the -i..n-i..;tiaf y~ and ;the ;t~inaf y~ on the ~0 .oub p~od~. 

On ~omrx.vU.ng ~he ACOR '~ o 6 the pJte 796 5 and po.6~ 196 5 p~od a we ~ 

ob~~ved in bo~h ~ub p~od.o afmo.6~ a~~OM ali ind~~ g~oup~. .The We in ~he 

74. op.~li. 
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ACOR on d~c.ompo~~on ~how~ that whit~ th~ dominant ~n6~ct on th~ inc.~~~ in th~ 

p~~ 1 96 5 pwod w~ du~ to inc.~~~~ i11 th~ capital 'oUtput ~o o 6 individual 

indMUlf g~ou.p~, cmd pafd1..y du.~ to th~ inc~~~d ~h~~ ofJ mo~~ capital int~Miv~ 

.<J1du.~:Vz.y g~ou.p~, -Ln. th~ po~t 7965 pwod d w~ ~xclu.~ivuy du.~ to th~ {Jo~~ 

, Th~ d~c.ompo~~on ~x~c.~~ c~~d out by Ahluwalia ~ b~~d on th~ ~nd 

point ~~timat~ of, capital output Mtio~ i. ~. in. th~ p~~ 7965 pruod a comp~on 

~ mad~ b~~~n ACOR £o~ th~ IJ~ 7959-60 wdh that ofJ 7965-66 and th~ cHang~ 

th~~J1 .<.J.J de.c.ompo~~d. SimilafLty ,{_n_ th~ po~t 1965 pwod a chang~ in th~ ACOR 

ufl 7976-77 oveJl the. ACOR of, 7965-66 ~ d~c.ompMed. 

S,{_nc.~ Ahlu.wwa '~ ana!y~~ of, th~ ACOR ~ wdh a v,{_ew to ~xam,{_n~ th~ 

e{){)-<c..<..e.vlcrf wdh wh,Lc.h .<.n.come ~ ge.n.~ated &~om th~ tLb~ o-6 capital an ,{_nc.~~~,{_n.g 

uev1d' -L11 ACOR ne_c.~Mcur.ily would impf.y in.c~~~d ,{_n.~fJ·&ic.-<-~n.cy. 

Ba~dhcm.!_~/who aao beL.i_~v~ that th~ c.apdal output ~atio~ hav~ ,{_nc.~~a~~d 
• 

lw...o ~mellfi ed ov~ th~ .t~t de.c.ad~ and a hal£. Th~ e.mMg~nt pow~ ~~ct~~ bung 

c.oilcdo~y w~ th~~fJo~~ -c.onfluctu.al wdh no int~ut g~ou.p ~uong ~n.ou.gh to 

dom,{_ncde the p~ocu.o o6 ~uo~c.~ .a.t.tocation. Su.ch p~y m~nt a p~ou{j~on 

o{j ~u.b~,.(_d.{_~, gMW and a cult~~ o£ poUtic~ o£ p~on.ag~ which ap~ {)~om 

~~du.c,{_n.g th~ ~~o~c.u availab.t~ wdh th~ ~tat~ 6o~ capital t)o~ation ~~&te.ct~d 

.<_n the h,{_gh ICOR' .6 and f.ow c.apacdy ~at,{_on. ,{_n. th~ pu.buc. .6~cto~. One.~ agMn, 

w~ t),{_nd that :th~e. ~ no ~p~cal b~~ p~ov,{_d~d {jo~ th~~ utimat~. 

75. op.c..<_t. 
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c.apilctt ou;tput tc£J.;tiM --L6 :the f.ad2. ofJ ernpvuc.af. evA_denc.e, moJtv..o, wilh JtegaJtd 

:to :the pu.bLi.c. .oeaoJt c.apilaf. output Jta;tj_Q-6. Though :the.Jte. ·.u:, :to:taf. agJteernw:t 

:thea ,the .oou.Jtc.e o 6 :the. h.A_gh and wA_ng c.apilaf. output ~ta;tA_o.o ue..o A_n :the. pubuc. 

.oeaoJt no one ha-6 doc.ume.nxe.d :the n.a:tu.Jte., pc-tte.JtM and magnilude ofJ :the we A_n 
\. 

:the pubuc. .o eaoJt c.apilaf.- output Jta;tj_Q-6. 

wilh whcdeve.Jt e.otima;te..o Me. p!tovA_ded by :the. ctbove. d-U:,c.uMed c_on:t.Jtj_butoM. 

~~ct!ttin Wof.{j!!!_! u.-6 v.. ne.:t Jte.p!toduc.A_bf.e. :tangA_ble we.af.:th fl o!t c.ompu;t;_ng .c.apilaf. 

ou;tpu;t Jta;UCJ-6. The c.onc.ep:t ofJ Jr.ep!toduc_A_bf.e :tangA_bf.e we.af.:th --L6 not .oynonymou.o 

w,i;th eap/;(:a£ .o:toc.k and n.eed.o :to be dA_6 6 e.JteMJ..a:ted {J!tom :the c.onc.ept o 6 c.apilal 

.o:tock. tVhA.Je :the c.onc.ep:t o6 :tangibf.e. wealth --L6 an ac.c.ounting c.onc.ep:t, :the 

c.cmeept o6 c.ap);tal .o:tock {.~.> a 6une;t_A_onaf. c.onc.ep:t. Cap.{;tal_ output Jta;tj_o bung 

fJoJt ill c.omputa;tA_on • I:t ne.ed-6 to be. Jte.~ed :tha;t while. Jtep!toduc.ibf.e :tangibf.e. 

we.a.f_;th ac.c.ounting --L6 de.:tac.he.d {JJtom :the. me.:thod-6 and pMble.m-6 o6 e..o;t,i_mating output, 

:th--L6 --L6 not .oo in e..o;t,i_m~g c.apilaf. .o:toc.R. wh.A_c.h bung a {JaaoJt o 6 p!toduc.Uon 

ne.ee.M{.cde.-6 ,{_lo ;_de.ntit)ic.ation wilh :the. output :that c.an be. a.o.ooUa;ted wilh 

il (c.apilaf. .o:toek) • Whe.n Jtep!toduc.A_ble. :tangA_ble. c.apilaf. --L6 U-6 e.d iM:te.ad o 6 

.o:tock o-6 c.apilaf. bz capilaf. output Jta;tj_o I il _,{_f.:, we. having a nouonaf. meMUJte. 

o6 ij._.-6 output and :then putUng :the :two tof]e.:the.Jt in a 6unc.Uonaf. Jte.f.aUoMh.A_p, 

In c.o nc.Jte.:te. :te.Jtm-6, :the. point we. aJte :t.JtyA_ng :to maR. e. -U:,) g-tve:~ .thcYi :the. c.apilaf. 

output tc£J.;tio --L6 a .oo!t:t o6 one. {Jac.:to'l p!toduc.Uon 6unc.Uon wh.A_c.h ha-6 hnpuc.ation~.> 

{Jolt e.66icie.nc.y and p!toduc.Uvily, c.on.oume.Jt du.Jtable..o we. hou.oe p!tOpe.Jt:ty e.:tc.. 

1 6. Wo!tf.d Bank (19 78 ) 
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AvwtheJt he/rA-ouh p!toblem wdh Ublfl ',o e/.)Umat(!/.) ofi ACOR ctn.d ICOR -L6 .that 

;the_y aiLe. bah e_d on. e_nd poin.U e.. g. the g!Lowth in.c..!Leme.n.U in. !Lep!LOduc..ible_ .tangible_ 

wectltl1 tafze_n. b iaveen. 79 57 an.d 1961 and appue_d to in.c..!Lemen.t in. n.ct dome/.) tic_ 

p!toduc..t be:twee.n. the/.) e ;tJAJO yeJJ.Jt.o. Thlh o bviou.oly -L6 a veJty un..6a:t-L6 fiac..to!Ly way 

o 6 c..ctlc..ulatiVt,q I COR' .o whic..h a!Le e.x.t!temely nluc...tua:tin.g aVtd by n oUowiVtg thlh 

mcthod one wnx .fo.oe_ .o--i_gh;t ofJ .the .t!te.Vtd Oft path .t!Lave.Me.d by ;the_ ICOR' .6 Oft 

ACOR '.o. AR. .60 tiU.o method JtelieJ.J e_Vttiftely em ;the_ e.Vtd poin;t.o whlc..h may n.ot be_ 

noJtmcd yeaM patc.;t:.{_c..u£a!t£y when. VlO j u.oti6A_c_ation. hM beeVl p!Lo vide_d 6 o!L .o el.e.c..ting 

;the.o e pcur;tic..ulcl!L yea!t.6. H-U de.c..adct£ pe.fLiofuation -L6 n.o;t bah ed on. an.y un.de.Jt

.o;tcL11cUI19 o{J ;the_ .Of.Jtuc..tu!Lcl£ {Jac...toM whA_c..h W( -1f.d WafL!taVlt .Ouc.h a pe.fLiod-Ua:tion. 

and -L6 ;to;taLty MbilM!ty. 

Compcured to Mcur:t-iv1 (J)o£ 0, I.ohvt Ahluwcdia hcl-6 u.oe_d dcda mo!te. .oc..ie.nt;_n;_c.aiRy. 

H eJt avtcctu.o -L6 o 6 c..a p~taf output twlio -L6 in .teJLm.o o 6 AC OR an.d -L6 Jte.o.t!Lic.;te_d o n.ly 

.to the mcmu6ac..tU!Lin.g .oe.c..to!t. Apa!Lt n!Lom .the !Le.6VtvilioY!..6 whlc.h we_ e_xp!te.o.oe_d 

again..o;(: the u.o e_ o 6 ACOR, heJL (!/.)timate.o have c..eJttcU_n. biah e.o. The/.) e_ Me due to 

the u.o e_ o 6 c.apdal .otoc.k (!/.);U_ma;t(!/.) p!tovide_d by Vadi an.d HMhlm whlc..h, M Golda!L!}_I 

hah .ohown in. dctail, .owou.oly oveJL e.otima;te_ the. vctlue_ o6 6ixe.d c..apitct£ .otoc..k. 

Two e_xample.o that he hah p!Lovided amply Ulu.o;tJta;te_ the poivrt: while_ the_ !La:tio 

o{J !te.plctc.emevrt vcdue_ to book vctlue_ on nixed a.o.ow {l,o!L 1946 a.o e.otima;te_d by Vadi 

an.d HMium -L6 8. 7, n!tom the_ R.e_po!Lt on Taxa:tion. Enqui!Ly Comm-U.oion. GoldM 6in.d.o 

that the Mtio wi6 only 2. 4. Simi£a!Lly, wheJLe.a.o Sinha' .o aVtd Sawt1n.e.y.o e.otimate..o 

ofl g!LoM c.apJ;taf. .otoc..k {\oft t)ive_ impo!Ltant iVtdu.ot!Lie.o (c.otion., Jute.; Cement, 

StL_qa!L cmd PapeJt ) wcl-6 R.o. 6 71 c..!LO!Le..6 in 79 50 a;t 79 50 pfLic_(!/.) ;the_ c.. oM(!/.) po n.din.g 

(!/.)j~ma;te_ p!Lovided by Vadi an.d Ha.ohA_m plac.e_ .the 6igU!Le. a;t RJ.J.7577 c..fLOfL(!/.). 

17. GoldM (1981) 
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Mane ;;nyJoUan:tJ'.y, Vadi and Hccc.him'.6 covvr.age_ .{_/.)' e_x:Ute.meJ'.y Umd:.e.d. Fan 

7960 wtU_ch i.6 X.he_ bench manrz yean fJon I.6he.Jt Ahl.uwai.ia '.6 .6X.udy, Vacli and HMh;;n 

U.6e. gnoM-nd Jtatio.6 which have_ been comyJ~e.d £nom 1000 bai.arice. .6he.w o6 6bun.6 

covened by ASI. On compa!ting X.he. value o6 6ixe.d a.6.6W o6 X.he.6e. 1000 6inm.6 w~h 

X.he_ c.ofl.!l.e.6poncling ASI e.6:thnMe.6 ~ i.6 c.fean :thax. 6oJt aggJte.gMe. manu£ac:twu.ng :the_ 

c.ove.Jtag e o 6 X.he.l.l e_ bctl.ance. o hew i.6 fe.M X.han 50% in ali ca.6 e.6 -- abo~ 48% in 

budcU.ng and ccm.6~c.u.on, 43% in plant and mac.hine_ny and 41% in o:the_n equipment. 

AnoX.he_n fJundame.n.X.ai. p!c.obfe_m wah I.6he_n Ahfuwai_ia' .6 e.6;t.;;nMe.6 o6 ACOR a!ti.6e.6 

6Jtom he.n u.6e q6 GJtoM {Jixe.d c.apaai. .6-t:oc.fz ax. Jte.pfaceme.n:t c.o.6:t {Jolt :the_ be_nc.h manfz 

ljC!.CUL (.lJiuc.h Vacli and HMhi.m have. p!Lov,i.de_d. The. idea£. muhod :tha:t ne.e.d.6 :to be. 

6o£Xowe.d ,i.n e..6:t--i.mcc:t,in9 Jteplac.e.mcn:t c.oc.:t .-i.h 6ill:t :to e.htima:te. :th.e. c.o.6:t ot) Jte.place.

me.n:t wah a e.qui.vafe.n:t new M.6e:t and .6e.cond :to mak.e. an allowance. flon age., We.afl. 

:tee<!! cu1d obMlo.6c.eJ1c.e. The. dJ .. (I(l.,{_c.r_tf!.X.y i.6 :th t:t Jte.p£.ac.eme.n:t J..(j ~ we!1.e. X.o X.arze. 

ptctce., would vw:t be. Lltj i.de.ntlc.Cr.l _ un~o. Cap~ unde_ngoe.6 an almoc.:t c.ontinuou..6 

p!Wc.e.M imr'lovemen:t and ha!c.dly any :two.a.6.6W pJtoduc.e.d ax. di.66e.Jte.Vl:t time.6 Me 

i.de.n.tic.al So one. hM :to :tafze. ac.c.oun:t o-6 :the. di.66e.Jte.nc.e. in pJto6i.:tabi.U:ty o6 

:the. :two :type.6 o-6 MoW. Con..6e.que.n:tly, ~ i.6 cli66i.c.uU: :to unde.Jt.6:tand how book. 

vccf.<te c.cm be adJuh:te.d, a.6 done. by Vacli and HMh;;n, :to equal fl.e.pfac.e.men:t c.o.6:t. 

Book uctfue.6 a.6 a Jtu.fe. ane. ax. oJtigi.n.al c.o.6:t cmd ~ .6eem.6 :to U.6 ;;npoMi.bfe. :to b~Ling 

:them :to ct gJ..ven leveJ'. o6 pJtice.6, waho~ k.nowi.ng :the. c.ompao--ilion o6 :to:tal M.6W 

by ye.aflh o6 vJ..n:tage_ and :the_i!t de.pJte.c.J..ation p~efLn. 

A£)'_ :the.6e. --i.n.6ufLmoun:tabte.pJtoble.m a.66oc.i.a:te.d w~h :the. e.6;t;;nation o{J c.apaaf 

.6:toc.k. and he.nc.e. ave_nage. cap~al o~p~ JtaU0.6 .6ugge.6:t :th.M one. i.6 c.e.Jt;tai.nly on a 

.6ufLe.fl qnound while. de.afi.ng w~h ICOR '.6 whe_ne. no .6uch e.6Umational pJtobfe.m.6 aJte. 

c.oYifJJton-te.d and :the. dax.a bMe. i.6 muc.h moJte. Jtefi.able.. Aao anafy.oJ..h o-6 ACOR doe.6 

noX. add :to ou.fl. unde.JtO:tandi.ng anyth~ng whi.c.h can':t be. in6e.JtJte.d 6Jtom a p!Lope.Jt 



217 

.otudy o6 ICOR g-i.ven the. Ju?1-a.:U.on.oh..{_p betwe.m the. two -'1.a:U..o.o. MofLeoveJt {Jo!L OU!L 

pLt!LpO!.le. o6 .otud..{_ng c.apdc!l. {JOf1mat..{_on wh..{_c.h wilt d..{_Jte_c.ily a{J{Je.c.te.d c.hange..o ..{_n 

dome..ot;_c. ptwduc.t, JCOR ;_.o the. mo!Le. fLe.ie.vcmt vafL..{_abte. to anaty.oe.. 

F1wm the. !Lev..{_e_w ofl .filVtatuf1e. em the. be.hav..{_ouJL o-6 c.apdat output Jtat..{_o.o we. 

..{_.o totc!l. aqfLe.e .. me.nt on two p!Lopo.oili.on;.,: 

· .-i .. ;tha:t: the. c.apdat output Jtatio.o (ACOR/ICOR) .ohow a t!Le.nd · 

;_VI C.fL e. a!.> e. 0 V elL ;ti__m e. • 

.{A.. that tw ..{_nc.fLe.a.o e. J../~ pt1J..mMD:.y b e.c.au.o e. o -6 an ..{_nc.JLe.a.o e. ..{_n the. public. 

.oec.tofL ICOR.o. 

OufL c.cmc.efLVz. ..{_n ti1--Lo .otctdtf be..{_ng wdh the. public. .oe.c.tofL we. .ohali flillt took at the. 

rmpitric((f rv~idevrc.e. ovr tvre be.hav-<.ouf1. ofl ICOR'.o ..{_n the. public. .oe.c.tofL and then t!Ly to 

In c.on{Jo!Lmdtj wdh ouJL d-<.!.>c.u.o.o..{_oVl-6 on the. ..{_de.at {Jo!Lm o-6 c.apdat- output ~o 

we. have. u.oe.d gfLoM dome..otic. c.apdat fJoJLmatior,. and gM-6.6 dome..otic. p!Loduc.t both at 

c.o Vl-6tant p!L-<.c.e..o flo!L de.JL-<.v..{_ng the. gfLoM I COR, a;t ..{_vz.du.ot!Ly o -6 u.o e. tevet. 

Fo!L e.ac.h ..{_ndu.otfLy w..{_tfun public. .oe.c.tofL we. have. e..otJ..mate.d ICOR by two me.thod-6: 

.{ .• Conventionat Method: L e.. c.hctnge. ..{_n the. c.apdat .otoc.k ..{_n Jte.tation 

:to c.hange. ..{_n domu:tJ..c. pn.odu.c.t • 

.{A. Re.gfLe..o.o.<.o n Method: ;_, e.. fLe.gfLe..o.o;_ng c.umutative. ..{_nve..otme.Vlt (..{_n pruod t) 

wJ.....t;h dome..otic. p!Loduc.t (..{_n pruod t). The. fLe.gJLe..o.o..{_on c.oe.flM.c.-i ert:J..· uV1deJr 

t/1--Lo .ope.uMc.a.ti..on g;_ve;., d..{_fte_c.ily the. e..otJ..mate..o au pe.JL-<.o.d. w..{_.oe. ICOI<' .o 

. , ~the.Jte.by avo..{_d_.{_ng ali_ p!Lob-C.e.m.o a.o.oouate.d wdh ave.Jtag..{_ng and 

we_..{_gVz.ting ye.a!L to ye.aJL ICOR'.o to afLfL_{_ve. a;t pe.!L-<.od ICOR'.o. 
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While. :the. c_rmve.n:t.:ional me.:thod hcu be.e.n. Me.d 6on woJtk.in.g out a .tUne. MUueo on. 

ICOR '.6, :the. ne.qneo.oion. me.:thod hM be.e.n. u.oe.d t)oJt c..a1c..u.1.a:tin.g ICOR' .6 t)oJt dit)t)Vte.n.:t 

pe.Jtiod-6. 

Co n.ve.w.o n.al. Me.:thod: 

FoJt ou.Jt eothncdeo at) an.n.u.a1 ICOR'.o we. have. Me.d two va.Jtian.:t-6 at) :the. 

c..on.ve.n:t.:ion.al me.:thod: 

i. Simple. ICOR wheAe. ye.a.Jtly gJtoM domeotic.. c..apda1 t)oJtma:tion. i-6. Jte.ia:te.d 

:to c..hang e. in. gJtoM domeotic.. pnoduc..t, wJ.;th va.Jtyin.g .tUne. lag.o in. pnoduc..:tio n. . 

ICOR(:t+l) I:t/ ~O(:t+l) 

Whe.he. I:t GVCF in· time.pe.Jtiod :t 

b.O Change. in. gJtoM · domeotic.. pnoduc..:t 

l du.Jta.t{o 11 o 6 :the. lag 

TIU-6 .oingle. ye.a.Jt ICOR bung .oubj e.c..t :to e.x:tJte.me. va.Jtiabilily and t)luc..tua:tioV!.-6 d 

may be. dJ..t) 6-<-c..uU :to di-6c.M.6 :the. :tlte.vtd ivt ;th( Some. o 6 :th-<-.6 v OJr.J..abilily Jteo u.t:t6 

t)Jtom :the. va.Jtia:tiovt ivt :the. Jta:te. o6 c..apac..dy u.UU-6a:tiovt and ought, in pltinuple., 

to be. he.move.d. To do :th-<-.6 c..oMe.c..tiy wou.l.d Jte.qu.ilte. de.:taile.d e.xamin.a:tion. at) :the. 

Jta:te. o6 c..apac..dy u.tilMa:tiovt whlc..h -<-.6 impo.oi.ible. due. :to lac..k. on data. The.Jte.t)oJte. 

in oJtdeA :to Jtougf1l~.f c..oMe.c..:t t)oJt :the. va.Jtia:tioV!.-6 ivt Jta:te. at) c..apac..dy ~a:tion. 

and :the.he.by e.ve.n olrt:the. flluc..tua:tioV!.-6 we. have. u.oe.d: 

.{_.{_, Moving ave.hage. ICOR'-6 whJ..c..h ahe. bMe.d on. t)ive. ye.a!tly moving ave.Jtageo 

ofl GVCF and c..hange. in GVP. Five. ye.aJtly moving ave.Jtageo Me. pJtobabfy mM:t app!to-

p!U.ate. ~~inc. e. Mve. ye.aM -<-.6 :the. le.ngth an plan. pe..!tiod-6 and :the.Jte.t)one. :the. !tatio 

w-<-U c..ove.Jt :total inve.-6tme.vz;t and output c..hange.-6 ove.Jt :the. e.J1tihe. plan pe.Jtiod. 
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Mov--tng aveJta.geo o{l GDCF and /JGVP CUte Jtua:ted w.{;th veuty--tng lag.o --tn p!todu.c.tion 

Symboueal..ty, 

ICOR*t+.t = 

t+4 

L 
t 

I /5 
t 

Tfw method _{_,6 betteJL than the .o.{mp.te ICOR method in tha:t a .teaveo .oc..ope_ no!t 

II.J' + 'b t .JII]f,j UA.-6--t.flA. (l •. eu - fag .6 to o peJLa:te. 

domeotA..c_ c_apaaf no!tmatA._on wah the mov--tng aveJta.ge on gJtoM domeotic.. pJtodu.c..t 

we . .te.ave. .oc..ope. fJoJt the --tnveotme.nt .<.n peJL--tod t to matu.Jte antjWheJLe betWeen pe!Uod t 

. cu1d t+5, the.Jte.by enflec..t--tve.ftJ_ --tnt.tr.odu.c...{Hg a ~tft_{_bu.te.d/vAA--tab.te. .tag. And .o-inc..e. 

we l!ctve auo --tntJtodu.ee.d Ct Mxed .ta.CJ 0 (, du.Jtation I .t I ye.a!t.6, wheJLe. .f. 1, 2, 3 lje.a!t.6, 

the. t--tme. g--tven. to --tnve . .otme.nt no!t matu!tdy _{_,6 --tnc.Jte.Me.d to (t+5+.t). Thu..o fioJt 
11 ,, 

18. The. woJtdJ ~tft_{_bu.;ted _{_,6 u..oe.d --tn a veJLy .opeuMc.. .oe.Vl/.le. To make. the meaMng 
c...te.c~ eol1.6--tdeJt ;the. no.t.tow--tng e.xamp.te. 

Peft_{_od 

2 

3 

4 

5 

6 

GVCF 

XJ 

xi 

x3 

x4 

x5 

>:.6 

b.GOP 

lj1 

Y2 

lj3 

lj4 

Y5 

lj6 

By tak_{_ng Mve yeaJt mov..i.ng a.ve.tr.ageo; .oay t).tr.om peft_{_od 1 to 5, 2 to 6 and .oo 
on -in GVCF and Jte..tating _{_;t to the eo.tr.Jteopond--tn9 mov--tng ave.Jtage. n--tgu..tr.e --tn 
GVP wha,t happe.n6 .i..o that. GVCF, .i.n .oay, peft_{_od 1 get.o · Jtua:te.d to ou..:tput --tn 
peJL--tod 1 to 5. Thu..o eflfle.e:tA..vUy a I ~t.tr._{_bu.;te.d .tag I on 4 ye.a!t.6 get.o --tnt.tr.odu.c..e.d. 
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e.x((mp.fe. ~i{) .e_ o: 2 IJ<WM, :th.e.Vl e{J1ec;t-Lve!ly :the !lag .o:ttLuc;twte o{J iVlve-O:tmenX. i-6 

be;blJeen 0-7 yeaf1).;. Such a !lag .oy.o:tem i-6 pa.flilcu!laJ1.1.y u.oe{Ju!l J.Jince oWL fmow!ledge 

ctbou:t :the dWtation o-6 :time !lag-6 in iVl.ve.o:tmenX. i-6 viJt:tu.aUy non-ew:tenX.. 

- TI-le. c.o;t.ima,te;., o-6 0fWM TCOR a;t coM:tanX. p!I.ice.o by indu.o:ttLy o-6 u.oe in 

public .o ec;totc., and public -6 ectofl M a whole, atc.e ptc.e-6 en:ted in :the J.J:ta:ti-O:tic.a!l 

annex.ufle o {J :th.i-6 chap:tefl ( T ab!le-6 7. 1 :to 7. 14 ) • The.o e :tab!le.o p!Lo vide. time. -6 e!I.ie.o 

on public .oe.c:toJr.. ICOR'-6, both by :the J.Jimp!le. ao we.U M :the. moving aveflage. me.:thod-6. 

Both me.:thod-6 have. be.e.n u.oed :to ca!lcu.f..ate. IC. "'' -6 wah and wahout !lag-6. Fate. :the. 

f{([VI('d TCOR' .o .fag~.:. o-6 1 ye.ctJr., '2 yecut aVId 3 ye.atc. dWtation have. been u.6e.d. 

Con:ttLatLy :to :tl1e. popu.!la!t be.lie.{J :that public. J.Je.c.:tofl ICOR' -6 have. no:t only 

be.e.n wing but have. be.e.n wing .oo {JM:t that :the. .ooWtc.e. o{J high and wing ICOR'.~ 

{)oiL :the. whole. economy i-6 :the. public. J.Je.c;totc., we. {Jind :that ICOR' .6 {Jo!L :the. public. 

.oe.c:toJr. ct-6 a whole. have. be.en declining .o:te.adily and .oe.c.u!laJ1.1.y. (See Tab!le. 7.1 · 

and g!Laph ove.IL!le.a(J}'. Though :th.i-6 J.Je.c.u.!latc. de.c.line. in the. public. J.Je.c.:tofl ICOR'.o 

i....o b!Lought out ve.tc.y .6hatc.piy by :the. moving ave.tc.age. ICOR with a two ye.atc. !lag (column 7; 

Tab!le.'l· 1 ) :the. de.c.lin-lnq :ttLe.nd i-6 c.!le.aJ1.1.y c:l.i...-6 c.e.tc.nib.!le. e.ve.n with :the. un!lagge.d ye.atc. 

:to ye.atc. ICOR' 1.1 (c.o.!lumn 1; Tab.!le.1-1). The. public l.le.c.:toJt moving avefla.ge. ICOR with 

a :two ye.afl !lag ha-6 be.e.n declining at a compound annual !Late. o-6 -3.51% pefl annum. 

The. {Jac.:t :that TCOR' -6 {Jo!L 'the. aggfle.ga:te. public. J.Je.c.:tofl have. de.c.une.d J.JubJ.J:tan:tiaUy, 

i..11 i..A..oe..f.(J J.:.ugge.o:t-6 :that :the. ce.Jttain indu.o:t!I.ie.o wdhin pubR..ic .6ecto!L wou..f.d e.i:th.e.!L have. 

fle.gi-O:te.Jr.e.d a {JaU i...n :the.itc. I COR' l.l OIL :the. weight o fJ ;the. :. capda!l in:te.Mive. indu.o:tJKe.o 

(.Ln :tCJmJI.l o 6 output mix) would have. de.cline.d which in :tutc.n wou!ld have. pu..f.!lid down 

:the. ag9Jte.ga:te. pu bC.i.c. -6 e.c:to!t I COR' 1.1. 

Look.i...ng ctt :the. ICOR' -6 {JoJt public. J.Je.c.:tofl by indu.o:ttLy o{J u.oe. we. {Jind :that 

e.xc.e.p:t 6oft :two indu~.>:t!r.ie.o -- e.!le.c.:ttc.ic.i:ty, gM and wate.Jr. and :ttLaVL-6 poJtt by o:the.tc. 

me.aVL-6 in aU o:the.Jr. indu.o~e.o I COR' .o have. been declining. 
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In Ag!UcuJ';tuJte. e.ve.n though the. ICOR 1 .6 Me. high in ab.oolcite. magcitude., 

h-cghe.Jt than manu{)ac.tuJI.ing, the.y have. be.e.n de.c.Uning coVI!.li.ote.ntly 6Jtom 2 3. 18 in 

7965-66 to 11.48 in 7978-79 -a Jte.duc.tion o6 moJte. than 50% (column 7; Table. 2). 

The. .oingle. ye.M unlagge.d ICOR' .o .ohow a de.cuning t!Le.nd o6 -5.25% pe.Jt annum 

In ca.oe. o6 mining cmd qucUUty the. ICOR 1.6 have. Jte.gi.ote.Jte.d a de.iline. buwe.e.n 

1965-66 and 7975-76 whe.Jte.at\te.Jt a te.nd.o to incte.a.oe.. Howe.ve.Jt whe.n the. e.nti!Le. 
i.o 

pe.!Liod, 1960-61 to 1981-82,jtak.e.n the:. ltate. o6 de.iline. o6 ICOR 1 .o i-6 -3.87% pe.lt 

annum (Table_ 7.3) 

Though ICOR 1 .6 in ag!UcuUulte. have_ de_cune.d .oe.~y ove.Jt time., the. ICOR 1 .o 

.{_n pltima!L!f .oe.ctolt e.xhA.ba the. !.lame. patte.ltVL6 a.o ,U ob.oe.ltve.d _in mining and qucUUty. 

HIM, ,{/.) /) 0 be.caM e. the. wught 0 b mining and qua!Llty in te:.ltm-6 0 6 .6 hMe. 0 6 GVP ha.o 

b . . ; +L : +h . ~ + 19; A • f- • • a . h e_e_n .{_nc.Jte.ai.J.{_ng Wvt..ru.n -1.. e_ plUmMy .6 e.CA..Olt. - .6 .{_n Ca-6 e. 0 ll m.{_Mng an qua!Llty t e_ 

ICOR 1 .6 i-6 pltimcmy .oe.ctolt .6how a lti.oing te.nde.ncy a6te.Jt 7975-76 but ~lf 7975-76 

the. ICOR 1 .6 de.cline.d at a phe.nome.nalltate. o6 11.06% pe.!t annum. (Table. 7.4). 

The. I COR 1 .6 he.Jte. have. be.e.n e.xt!Le.muy e.Jtlta;t.[c. 6fuc.tua;t.[ng be.twe.e.n -117 to + 114. 

Howe.ve.Jt look.ing at the. moving ave.Jtage_ ICOR wah a two ye.M lag we. 6ind that 

the..6e. have. be.e.n de.ilininn c:;t a compound annual !Late. o6 0. 82%. Thi-6 i-6 aUo 

boJtne. ou.t by G!taph ove.Jtf..e.cc6. Be.twe.e..n 1964-65 and 1968-69 the.. ICOR 1 .6 a.o J.Jhown by 

·two ye..cm fagge..d moving ave..Jrage.. ICOR have.. be..e..n incte..a.oing but the.Jte..aQte.Jt a 

de..c.line..d dJta.oticalfy at a compound !Late. o6 -12.52% pe.Jt annum till 1974-75. 

The.Jte..a6te..Jt the.. ICOR 11.l J.Jhow an inc.Jte..aJ.Jing t!Le..nd. 

The. ICOR' .6 in coVI!.lt!Luc.tion have.. Jte..g-U:te.Jte..d an uninteJUuLp:te..d 6alf 6Jtom 
(Table.. 7.6) 

3. 25 to 1. 04 (!.Jingle.. yc..cm wttagge..d ICOR column 1 ;and 6Mm 2. 82 to 0. 71 in the.. 

79. Sc..e. Chapte..Jt 5 above. 
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~ah~ o{) moving av~g~ ICOR with a uuo yu~ fag(Tabf~ 7.6) 

Ef~c;t~Lwy, qcu cmd wa;te/t and t"/wVlllpou by otheA m~a.Vlll CUt~ th~ only :t..wo 

l11rfuJ.:J:tf1J_c,vf_ ~at~gon,i_~ wheA~ not only th.~ IC )R' -6 a!l.~ high. bu;t aJL~ alho wing. 

The. ~ompoun.rf Jta:te. ofl qJtowth ofl ICOR'J.J ih 2.91% and 2.51% peA annum. How~v~Jt 

th~~ /ugh ICOR' J.J n~~d not Jt~{jfe.c;t ine.fiMu~n~IJ ah IJ.:JheA Ah.f.w.,uwa
20

/ would 

cutgu.~. Th~ Jt~aJ.:Jon f\o!t ICOR'J.J bun.g high in indtlht!ti~ lik~ u~dtiWtj}gah and 

W((tc.!c, ;t;cc1vtJ.:JpoJd, cwrf ((gf1/i.cuf:tuJie JJ., .:th.a:t .:theJ:,e_ bung -i.nfJJtah:tAuc;tu.Jtaf ln.duht"M~ 

pubL-ic -!:-. ~c.:toJt ~ap~daf {)onmcrtJ.D n ln . .:th~ ~ indMttU.~ ih o 6 th~ n.atu.f1 e. o 6 J.:J'.umulan:t-6 

-Lndu.htt&i.~ a!l.e. e.x~e.ptionall.tj high.. That ih the. ou;tpu;t Jt~ulting {)!tom th~~ 

-Lndu.J.Jtfli~ do~ not ge.:t Jte.~o!tde.d w-i.tlU-_n th~ .6~do!t ille£6 ah it ge.:t-6 ci-Wt!tibu;t~d 
--<-n 

ac.JtoM oth~f1 ,i_n.du.J.Jt!ti~ pcut:t_,i_n~loJr.ly_Lth~ pflivate. .6 ~dolt. . Ou!t ~o n;t~n.U.o n that 

g~n~Jtcd-ton,. ofJ ou;tpu;t ,i_n. J.J~doM otheA than in thw own ih J.Ju.bJ.Jtavttiat~d by the. 

J.Jt!ton.g ~o!t!tuation be;tw~e.n pJL,{_vat~ ,i_nv~tmen;t and pu.bli~ ,i_nv~tm~n;t in th~ ~ 

.6~c;toM.:?J_/ To that ~xt~n;t that 'th~~ MOM e.fifi~d-6· ofi in.v~tm~n;t a!l.e. h,{_gh, wh,Ldt 

-i.n ~~Jt:tcun ccueJ:, aJL~ e.vw gJte.ateA than. di/t~c;t ~fifi~c;t-6, the. ICOR'-6 ofi th~e. ,i_ndM

ttU~ CUt~ .6 ~oMfiJ oveA~timate.d, and p!t~ e.n;t a ci-Wtoue.d pic;tu.Jt~. 

Railway, th~ lvtdu.ht!ttj in. wh,L~h M, ~r- J.Jaw --tn ChapteA ; A.nv~tm~n;t had 

d~wvt~d .oub.otavttiaUy, hah had the. .oheutp~t {)aU in ill ICOR'J.J 6Jtom 24.42 in 

7965-66 to 8.67 ,i_n 7979-80 kofu.mn 7; tabf~ 7.9) at a ~ompou.nd annual Jtat~ ofJ 

10.20% peA annum. 

20. Op.~it. 1984 

21. S~e .o~ctiovt on Relw.ovr.ohip be;twe.~n Publi~ In.veJ:,tm~n;t an.d PJL,{_vate. Inv~tm~n;t 
abov~ in ChapteA 5 and 6. 
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c..ommurU):y an.d peMon.al .OeJtv..tcu have. de.c..Un.e.d .oe.c.u.taJc.l..y. In. c..a.oe. o6 PubUc. 

Adm.{_ni!:,:tJr.ct:tJ..on. and Ve.fle.n.c.e. ICOR';., de.c.lin.e.d t)!tom 8.08 to 2.24 [c.ofumn.l; Table. 7.14) 

. at a ~c~e. on 7.74% peA an.n.um; wheJte.M the. ICOR'.o -<-n. 6-<-n.an.c..e., c..ommun.-<-:ty an.d 

peMon.af .oeJtv..tc..u de.c..line.d at a c..ompotmd an.n.uaf ~e. o6 -5.95%. 

The. above. d..t-6c..u.o.oe.d be.hav..to~ on PubUc.. Se.c.:to~ ICOR'.o - agg~e.gate.d· an.d d..t-6-

agg~e.gated phabctbly g..tve..o e.nouqh e.v..tdenc.e. to .ouggut that the ..tn.cte.a.o-<-n.g c..apdaf

ou:tput ~a;t;_o bct.o ed -<-ne6 Mue.n.c..y c~.gume.n.:t aga-<-Mt c..apda.t -<-nvutme.n.:t -<-n. public.. 

.o e.c..:to~ -<-.o a myth. 

I:t would pe!Lh.pa.o be. J.n. o~deJt to po..tn.:t out heJte. why o~ u;t;_matu Me. 

cU.am~c..aUy oppo.oe.d to whate.ve.~ .oc..an.:ty u;t;_matu Me. ava..t.table. 6o~ public_ 

.oec..:to~ IC0Rs;t.A..£.l now. Vua..t~~ {)Ofl example., u.o..tng the. .oame. data M oUJJ.> ha.o 

.ohown. :that. ICOR-6 -i.11 gove.~nme.n.:t compan..tu have. be.e.n -<-ncte.M-i.ng oveJL ;t;_me_. The. 

brl.o-<-c.. ptwbfem w,i:th the crl.fc..u.fa.t...ion-6 o6 ICOR'.o!21done. .oo 6M, whe:theJt they have. 

be.en c..afc..u.f.ate.d no~ the. economy o~ public.. .oe.c.:to~ ha.o been. peJt.{_od..t-6a;t;_on. The. 

peJt.{.od undeJt .o:tudy -i..o b~oke.n up -into peJt.{.od-6, 6o~ whlc..h theJte. may ofT. may not 

be. any .o:tJu;c..tuMf. c..on.-6..tdeJtation.-6, and the.n. the. Mdhme.tic.. mean. o6 ICOR'.o -<-.o 

tah.en M :the aue.Jr..age. ICOR 6o~ that paJr...:t_,{_c_ufM peJt.{.od. Awh.me.tic.. me.an. on .ouc..h 

fl.rdJ.o-6 ti.b' TCOR-6, .ouhjec.;t to hJ.gh po.o.i;t...iue. and limde.d ne.gatiue. uaf.uu na:t.u!Laf..f.y 

ten.d-6 to be h_,i_gh. In peJt.{.od aueJtagu o6 ICOR Me. to be. taken .oome. we...tgh:tage. 

o6 ~a;t;_o.o · ..tn c..ompu:t.J..n.g :thue. peJt.{.od aueJtagu -<-.o ne.c..e.MMy. T~ ha.o n.ot be.e.n 

~e.c..og~e.d. Con.oe.que.n.tiy on.e. un.u.ouaUy h-igh ICOR 6-<-g~e.. ln.6fatu the. a1JVT.age 

6o~ the. en.:U..tLe. peJt.{.od :theJte.by c..~e.a:t.in.g an. ilfu.o..ton. o6 ln.cte.a.oin.g ICOR' .o. An. example. 

would J..f.lu.o~e. o~ poin.:t. 

22. op.c..d. 

23. RangaJLajan {7982), Sun.Mum (1983), Vua-<- (1981), Raj (1984) 
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Vucu.}Jj con:te_ndo -tJw;t ICOR' fJ have_ ft.Me_n phe_n.ome_naf..J..y dU!Ung the pe;Uod 

7965-76. Since_ hv., --L6 a plan bcUJe_d pruofuation the_ de_cade_ 7965-76 coM.Uu ofi 

nvo pe!U.odJ.J viz. 7965-66 to 7970-77 and 1970-71 to 7975-76. The_ f..atteJL peJUod 

utA1natu ge;t fu;tofLte_d by one_ ye_CVL in whlch the_ ICOR --L6 vVuJ hlgh i.e_. 1974-75'!:.2/ 

T!Lyinq to fLe_Mon out M to why the_ ICOR --L6 ve_!Ly hlgh in ;thv., ye_M, U --L6 poMibfe_ 

;that. 1974-75 bung the_ ;te_!Lmina.f.. ye_CVL of, the_ {JoUJT.;th plan, cCUlJl.,.(_e_d ovvr. invutme_nt 

f,Mm p!Le_viou..o ye_M woul.d have_ got bunche_d toge_the_!L in otr..de_!L to achleve_ the_ tMgu 

fJU f,o!l ;the_ plan, which --L6 a !Loutine_ phe_nome_non. Th-W undoubte_df..y dou !L~fi£e_c_;t 

ine_f,flicA...e_ncy but of. a dififie_!Le_n;t kJ..nd {J!Lom what woui_d be_ !Le_(Jf..e_c;te_d by an inC!Le_Ming 

ICOR. CoMide_!L the_ pe_fl.iod 7965-66 to 1970-71, the_ ft.Me_ in ;thv., pe;Uodo aveJLage_ 

ICOR . .u b..<.cMe_d be_cau..oe_ in .:thue_ ye_CVLJ.:, output fie_U and a wing ICOR --L6 not :the_ 

caufJe_ but e_fi[Je_ct o{J .:th-W. 

ThufJ the_ muhod o{j comput.ing pruod ICOR' fJ e_mpfoye_d by ;the_m --L6 not co!L!Le_ct. 

We_ have_ cdJ.J o utimctte_d pe_fl_..{_od w.U e_ I CORJ.:, and in o!Lde_!L to avoid a.f...t thu e_ 
we_ 

ave_!Laging and wughting p!Lob.fe_mJ.:, j_ have_ u..oe_d !Le_g!LU.Oion method fiotr.. utimating 
pruod I COR' .o. 
Re_g!LU.Oio n Mcthod: 

FoiL cafcuf..atin9 I CORfJ {Jo!L peM..odo we_ have_ !Le_g!Le.-6.6 e_d cumul.ative_ g!LoM 

domutic capda.f.. fio!unation with g!LoM domulic pMduct. The_ !Le_g!Lu.oion coe_fi fiiue_nt 

unde_!L th-W fJpe_uflication givu di!Le_ctiy :the_ ufuatu ofi ICOR. Since_ e_ve_!Ly ye_M' .o 

capila.f.. f.otr..mcttion and output --L6 talze_n into account wah ill 'due_ wught the_ p!Lobfe_m 

Mi.oing due_ to an unu..oua.f.. ye_CVL Me_ avoide_d. 

24. op.cU. (1984) 

25. The_ ICOR flaiL the. pub.U.c fJec.totr.. in th-W ye_a!L --L6 an unp!Le_c.e_de_nted 25.30 
and f.o!L manuf,actU!Ung it --L6 50.43. 
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The e..otimcd(!).) on ICOR-6 dvr.ived i\ftom t.hA.-6 me;thod CUte given in Table 7 .14 .• 1 

6oft public. -6 ec.t.oft M a whole and ill main indMt.ft.{_af c.at.egoJtie-6. The fte-6uf.U 

c.oft!t(!).)pond to ouft c.onc.f.M.{_oVl-6 aJtJtived on the ba-6~ o6 t.h.e c.onvevttionai me;thod. 

By the ftegfte-6-6ion me;thod we have utimat.ed ICOR-6 6oft :two dec.adu pvr.iodo 

7960-67 to 1970-71 and 1971-72 to 1981-82. VuAing the 6~t. -6ubpe_Jt.{_od ICOR'-6 Welte 

higheft 6oft aU -6ub-6ec.t.oM M well ct6 the aggftegat.e public. -6ec.t.oft M c.ompCUted to 

the .oec.oV!d dec.ade. The ovtfy exc.ert-<.on to t.hA.-6 WM manu6ac.t.u~ng whVt.e the ICOR-6 

It. may be ftec.oUec.t.ed that. in ouJt fteviw on the utimat.u o6 ICOR'-6 we 

had d~c.u-6-6ed :two M-6efttiovt.o that. have been 6ftequevtt.fy made in the f.{_;teftat.uJte: 

a. t.hct:t :the .oouJtc.e of\ high and inc.JteMing ICOR-6 in public. .oec.t.oft 

"(_.6 a:t;t!Ubtd((b.fe :to an. 'ocftoM the boCUtd' inc.JteMe in. ICOR-6 o{J 

aU iVl.dMt!ty c.at.egoftie-6 wdhin pu.blic. -6 ec.t.oft. 

b. t.hcL:t the -6ouJtc.e o{J inc.fteMing ICOR-6 in the ec.onomy ~ the 

public. .o ec.t.oft. 

IV!.opde o·r\ t.l1e {Jac.t. that. ~he evidence pftuevtt.ed above mak.u thue CUtgumevtt.o look. 

-6upeJt(l.torrl!.J,we .oha£J. neveJtt.hefeM t!ty to dec.ompa.6e the public. -6ec.t.oft, ICOR-6 and 

the dec.line t.heJtuVl into : 

a. the c.on;tft.{_bution. ofl -6ub-.oec.t.oM to aggftegat.e pubuc. -6ec.t.oft ICOR 

b. the c.on;tft.{_bution ofJ ci -6~flt in the -6ec.t.oftai c.ompo-6ition o6 output. 

and the_ 'pufte' I COR to aggftegat.e public.' .6 ec.t.oft. 

The dec.ompo.6ition .6c.heme hM been. .6t!tuC<tuJted out. M 6oUow.6: 
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LA+ B *1 \::A_ ,~ be. the. aggJLe.wtte. ICOR ofl pubuc. .oe.c.to!L in :tA.me. pruod 

Give_n that the. pubuc. .oe.c.to!L c.ompllie..o o-6 4 .oub .oe.c.to!L.6 i.e.. P~My, Se.c.ovuictJty, 

T!Lcm.opo!Lt, Communic.wcm and T!Lade., aVId Fiv>rmc.e. Commuf'Ld:y and pe.Mona£ .o~Jwic.e..o 

we. have.: 

p* 
1 

whe.JLe_: f_ .oub-.oe.c.toJt ICOR (i=1 to 4) 
,.{_ 

-r * 
A;_ = ;_th .ou.b.oe.c.toM c.on:t.M_bution to inc.!Le.me.nta£ output in 

public. .6 e.c.to!L 

4 

L 
i= 1 

4 k ri.C I .Au. - ~.Jj_~ 
4 

+ L ( f2L - P];_) ( 1.2;_ - "'ii) 
;_ = 1 

c.hang~ in aggne.gate. ICOR due. to c.hange. in 
output m:tx whic.h we. .oha..t-e_ c.a..t-e_" output rn,i_x 
c.hange '' 
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c.hanqe. due. to .oub.oe.c;toftal ICOR wh<_c.h we. .oha.J.i_ 
c.a.J.l_ "puJte. ICOR c.ha11ge." 

I 

mix e{l6e.c.t, puJte. I COT<. e.6 6e.c.t and -tvrteJu:tc.tion .teJrm.o 6oft th'e. public. .oe.c.toft a.o a 

who.te. but aUo 6oft the. .oub.oe.c.to_M. 

Tarunrr fl-i_ve. ye.aft mov-tnq ave.Jtage. ICOR aJtou11d the. ye.aJt 7966-6 7 (i.e.. 7964-65 to 

7968-69) w1d the. .oame. {loft 7978-79 (7976-77 to 1980-81) we. have. :tJUe.d to e.x.amine. 

the. ccmt!i.ibuA"A..o n o 6 e.ac.h o 6 the..oe. Mc;toM a.o we.£.£. a.o the. .oub.o e.c;toM to a de.c.Une. 

-tvz :the. a9gfte.gate. public. .oe.c;toft ICOR. The. tab.te. give.n be..tow give..o :the. fte..ouU.o 

on .the. de.c.ompo.o-tt-ton e.x.e.Jtc.i.oe.. Be.t~e.e.vt .the. pe.Jtiod 7964-65 .to 7968-69 a11d 7976-77 

:to 1980-81 .the. ICOR in. pu.blic. .oe.c..:toft de.c.U11e.d 6ftom 8.51 to 4.87. Th.i.o de.c.li11e., o6 

3. 64, c.cm be. aA";t!Ubu.te.d :to 

a. c.hange..o ivr output mJ.x. 
-

b. c. hang e. in puJte. .6 ub.o e.c;to hal. I C OR.o • 

c.. .{ n.te.twc.>Uorr .teJuM. 
ovvrl.e.an 

A.o .the. .tctufe. j_ : .ohow.o, on£.y 27% on .th.i.o ob.oe.ftve.d de.c.U11e. wa.o due. .to a .oh<_6t in 

the. .6 e.c;toftal c.ompo.o-tt-ton o ~ public. .o e.c.toft output whe.Jte.a.o 71% i-6 due. to a de.c.li11e. 

in :the. puJte. .6 ub.o e.c;toJta£. I COR. . The. -tl1.te.Jtactio n i-6 ne.gligib.te.. 

A.t .the. .oub.oe.c..tofta£. .te.ve.£., .the. p!t-tmaJty .oe.c;toft ha.o c.o11.tJt-tbute.d 8. 34% .to .the. 

de.c.u.ne. whe.!(e.M .the. .oe.c.ondaJttj .oe.c..toft ac.c.ounte.d 6oft about 28% o6 :the. de.c.U11e.. The. 

lughe..o:t c.o11.tJt-tbu.:tio11 o6 35% .to the. de.c.li11e. i11 aggfte.ga.te. public. .oe.c;toft ICOR.Oc.ome..o 

nftom :tftct11.6poJt.t, c.ommunic.atio11 a11d .tJtade.. 
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Table . De.c..ompo.c,ilion en c..hange-6 .{.n. Pu.buc.. Se.c..:to!!. ICOR: ContJubu;t.{.on6 o6 

Sub.6e.c..:to:w, Sec..:toM.t ICOR'.c, an.d ou;tpu.t mhc 

(7966-67 to 7978-79) 

Sub Sec..toJr. Total 

---------------------------------· 

p Jr..{.m a!!.l:f 15.64 0.0793 11. 39 0.0822 -4.25 0.00286 0.04473 -0.3370 -0.01215 -.30442 

Sec..on.daJr.l:f 12.33 0.2532 70.72 0. 7967 -1. 6 7 -0.05713 -0.70441 .:.o.4o76 +0.09797 -1.02004 

T Jr.an..6 po Jr.t and . 
CommuvU_c..mon 11 . ~ 0.1967 8. 28 0.1195 -3. 15 -0.07722 -0.88262 -0.6796 +0.2432 -1.25902 

F-cnanc..e C&P.S 4.04 0.4706 1. 40 0.6022 - 2.64 0.13167 0.53794 -1.2423 -0.34760 -1.05796 

Public. Sec..toJr. 8.51 1. 0 4.87 1. 0 -3.64 0.00 - 7. 0 7 0 36 -2.6065"" -0.02458 -3.64 

% c..o 1U:tr-i. bu;t.{.o n - 27.75 71.60 0.6752 100 

Note ICOR o6 pubuc.. .c,e.c..toJr. ba__.se.d on 5 yeatr aveM_qe flo!!. the'pefl..{.od (7964-65 to 7968-69), wh.{.c..h .{.-6 
time pefl..{.od 7 

ICOR o6 pubLic. .6ec..toJr. ba . .sed on 5 yeatr aveJtage 6oJr. the petr.{.od (1976-77 to 1980-81), wh.{.c..h .{.-6 
time pefl..{.od 2 · 

Shatre o6 .6ub.c,ec..:toM .{.n -inc..Jr.emen.t to aggJr.ega}:e pubf~c.. .c,e.c;toJr. gJr.oM dome.c,tic.. p!!.oduc..:t .{.n time 
pefl..{.od 1 

Shatre ot) .6ub.6ec..toM .{.n J.nc..Jr.emen.t :to aggJr.egcde public. .c,e.c..totr gJr.oM doem.6tic.. ptroduc..:t J.n :ti.me 
(.Jefl..{.od 2 

Con.tfl..{.bu;t.A.on. bec..au..6e o6 c . .c,fu&t J.11 .c,ub.c,ec..:toJr.af J..nc..Jr.emen.ta.t ou;tput i.. .• e. ou;tpu;t mJ.x c..hange. 

pu.Jr.e ICOR e66ec.:t 

I n.t eJr.ac..tio n. t etrm.6 

% 

s. 34 

28. 02 

34.58 

29.06 

100 
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TmL6 we {lind that the main ~o~~buton to the de~ne o{l ICOR hah not been 

a ~hange in the ~.>edon ~ompol.ld.ion ofl output (L e. output mix et)fled) but the . 

de.~fine. il.l dtte to a de.~uvte ivt the. ivtdividuaf ICORI.l ofl .oubl.ledoM (L e. pune ICOR 

Al.l neqand.o the l.lou!Lc_e ofl hi.qh and ivtCJl..eahinq ICOR.o {)on the e~ovtomy whA.~h, 

it ;__o cm[:~ued)i/ ~ the pubu~ .oe.don we have u.oed the .oame de~ompo.oition ah abnve 

to a!rJl)_ve. at the ~ovtt!Libutiovt ofl e.a~h .oedon to the aggnegate e~onomy'.o ICORI.l. 

Howeven be{)one we de~ompMe the ICOR 6on the e~ovtomy, let u.o e.vtquine 

whethen they have in~ne.a.oe.d at a.li.. The .oame method ah wah u.oed {jon ~al.~ui.ating 

puGU.~ .oe.cton ICOR6 Wah u.oed to el.ltimate the ICORI.l - tagged and unl!.agged- {jon the 

whole e.~ovtomy. The nel.luffi Me pnel.lented i1. tabfel.l 7.15 to 7.22. 

The. ljeMflj ICOR {)on the whofe e~onomy il.l widefy flludua;tivtg with no appanent 

tnend (See Gnaph ovenfeafl). In;tJwduwon o6 time fag.o o6 the dunation ofl one to 

thnee. yectM ctf.oo doel.l not hefp in e.vinung a tnend. Howe.ven when we fooR. at the 

ICORI.l ~al.~ufated on the bahil.l dfl Mve yeanfy mov-i.ng ave.Mgel.l in gno.o.o domel.lti~ 

c.apitctt {lonma.U.on and ~hange in gnoM domel.lti~ pnodud we bind that oven the peniod 

o6 ·two de~adel.l · i.e. 7960-67 to 1981-82 thene i.o a de~ning tnend- though 

not ah ~.e.ecm ah in the pubu~ .oedon whl~h we ob.oenved above. The deUine ,[vt the 

ICOR {Jon the whole economy i.o pAAU~lLfanfy .ohanp a{)ten 1972-73, when it dec.Uned 

t\llom 9.30 .to S.67 ,(n 7979-80 (co.Pumn S, TabCc. 7./S). 

A!:J negMd,6 manufla~tuning in. the. e~onomy, no tnend i.o d.i.o~ennib.C..e when a 

!:J:tnaigh;t c.ompcuuMm ~ made between .<..nvel.ltment and --tnc.JLemen:-t: in output. The 

ICOR6 cVLe 6fuduating widuy between -36 and 44. Afi;ten evening out the 6fudu-

----------------~-----------------------------------------

25. Ve'-'ai op.~. 

Ahfuw~a op.~. 
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ation6 by c.on6ide.!Ung moving aveJLage bcv., ed ICORI.l, one c.an demaJtc.ate a pa;t;teAn in 

~he.h e ().tuc;tuation6. TJ. . .t.t 7969-7 0 ~he ICOR (wah and wdho~ a time .tag) dec..tined; 

~heJtea()te/r. d inc.Jte..Med WJ 7972-7 3 and ~hen dec.lined quae l.lhaJtp.ty till 7979-80 

(See G!taph ove!t.teat) and ~able 7.18 c.o.tumn 5 and 6). CoJ1.6,{_de!ting the oveJLa.tf pe!tiod 

~he.Jte doe.h l.leem ~o be. a dec.linin,q ~!tend. 

In ~he Mbl.lec;toJt ~Jtan6po!tt, c.ommunJ.c.~on and t!tade, ICOR-6 JtemMned moJte 

0 11 feh~ c.ovrl.l~cmt ;t_j)'_l 1970-71 b~ :theJLeaflteJL l.lhow a futinc.t de_c..tining t!tend. 

The movinq ave.JLwJe ICOR wdho~ a time fag dec.f,{_ned t)Jtom 6. 52 in 7972-73 to 

3.95 in 1979-80. 

In ~he c.cv.,e ot) Mnanc.e, c.ommuni:ty and peAI.lonaf l.le.JLv,{_c.e-6 the ICOR-6 have 

Jtegi.o~eAe.d a .6 ec.u.taJt dec.L-lne wh-lc.h i.o ueaJt even wdh yeaJt ~o yeaJt l.lmp.te 

TCOP..-6 wah oft wdho~ _f_agl.l (Tabfe 7.21 ). The magnitude at) ~he dec..tine iJ.., aao 

l.lubl.l:tantiaf- the ICOP..-6 having dec.Jtea.6ed t)Jtom 7.93 in 7967-62 to 2.21 in 1981-82. 

A l.l.t-lq~ (but peJtc.eptibfe) dec.lin-lng tendenc.y ,{_n the whole ec.onomy ICORI.l 

obl.leJLved above when c.ou~e!tpOI.led wdh a l.lut -~-antiaf dJ?.c.line ,{_n ~he pub.t-lc. l.lec;toJt 

I COR-6 e.ht..abw hed ea!tL-leJt ,{_n the c.hapte.Jt, give U.6 apft,{_oJti JteM on to .6 pec.ulate 

:thcc:t ;the dec.fine wh-lc.h. l.lhoufd have oc.c.uMed in the whofe ec.onomy ICOR-6 c.on6equen;t 

upovr a t)aU. J..n :the public. l.lec.toJt ICOR-6 iJ.., bung nullit)ied by the movemen:t-6 ot) :the 

I COP..-6 in ~he p!tivate .6 ec.toJt. TheJLet) o!te a .6 hou.td be ,{_n:f:eJLe.hting to e.htimate the 

c.on:t!tibution ot) public. l.lec.toJt and p!tivate l.lec.toJt to the ICOR-6 and the c.hange.h 

J..vr ~he ICORI.l ot) :the ec.onomy. 

ThiJ.., WM done by wuglling the public. l.lec.to!t and p!tivate l.lec.toJt ICOR-6, 

whic.h maR.e up :the aggJtegate ec.onomy' .6 ICOR, by thw l.lhaJte in the inc.Jtemen:taf 

gJtol.ll.l dome.htic. p!toduc.t ot) :the ec.onomy. Both, the abl.lof~e ICOR t)oJt the ec.onomy 

CL-6 will a.6 ~he c.hange in :the TCOR WM dec.ompol.led. Fo!t the pU!tpol.le ot) dec.ompMition 
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yeo.Jt to yecUt .ohnple ICOR wilh a two yeCUt lag wa.o taR.en. The Jte.oui.;t..o CUte 

p!te.o e.nte.d in ta.ble. o v e!tlea t.\ • 

FJtom the. Jte.oult.o it be.~ome.o ~e.CUt that e.x~e.pt {loft two yeaJt.o i.e. 1977-78 

and 7980-87 il i.e the. p!tivate. .oe.doft and no+ the. pubu~ .oe.do!t whi~h ~ontftibute.o 

a majoJt pCUtt to the. ab.oof..u;te. ICOR and the. ~hange in the ICOR o-Q the e.~onomy. The 

~on:tJt.ibution ofl p!tivate. .oe.do!t ha.o been mofte. than 50% e.x~e.pt {Jo!t the. :tvJo above. 

mentioned ye.aJt.o. 

Thi-6 .ohould not, howe.veJt, be. talze.n to mean that the. p!tivate. .oedo!t ICOR.o 

CUte hA.ghe.Jt than that o-6 pubu~ .oe.~toJt - il may not be. .oo and cU:.Oo il need not 

be. .oo. FJJt, the. Jtea.oon behind the. fughe.Jt ~ont!tibution o-6 p/tivctte .o~do!t (to 

the. aggJt!l.gctte. ICOR) .{_o d.-0 highe!t weight in the. in~Jtemental gJtoM dome.oti~ 

ptzorfuct. On the. o.:theP... hav1d, even if, pubu~ .oe.~.:toft ICOR.o CUte ve.Jty high they wif..£ not 

qc.t llcfll'cc..:te.d in :t:hc. a9gJte..gate. e.~ovwmy'.o ICOR be..~au.oe thf'wugh;t at.\ pubu~ .oe..doJt 

ivt .:the in~Jtemental gftoM dome...ot..ic p!Iodu~t o-Q the e~onomy i.e low. Thi-6 point ha.o 

not been Jte.~ogni.oe.d by .tho.oe u:ho a.t.tiiibute the "we" in ICOR.o o-6 the e~onomy 

to a "we" in the. ICOR.o on the pubu~ .oedo!t. To if..lu.o.t.Jtate ouJt point f..et u.o 

~on.o..i.deJt .:the. {loUowing example.. In 7967-68 the pubu~ .oe.do!t ICOR wa.o 11.03 

while. --Lt.o weight in in~Jteme.ntal !JftO.O.O dome...oti~ p!toduu wa.o 0. 1006. When weighted, 

.:the. "ac;tual" cont!tibution o6 the. pubu~ .oe.doJt to the ICOR o-6 the. e~onomy -Qo!t the 

.oame. ye.CUt wa.o j u.o.:t 1 • 11 • Given thi-6 {Ja~t that -QoJt the .6 e~.:toJtal I COR to in-Qlate. 

.:the. aggJte.gate. ICOR a i.e e.o.oe.n.:t.ial not only .:to have a high ICOR but mofte impofttantly 

.:to have. a highe.Jt weight in output, w .oeem.o .:to u.o thea lo~a:ti..ng the .oouJt~e. o-6 

"in~ecl.-6 ed" ICOR.o ofl .:the. e.~onomy a.o done by Ve.oai, BCUtdhan and Ahluwalia!:.!!./ i.e 

ba.oe.d on p!te.~ovueve.d notion.o JtatheJt than t.\afi. 

'26. op.c..i;t. 
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Table. Ve.~ompo~~9n o6 Agg~e.gate ICOR~ -<-.nto :the ~o~blW.on on. pubU~ ~edor and p~va;te. ~edo~ 

--------____________ __...__ 

CONTRIBUTION OF 
- PUBLIC SECTOR TO PRIVATE SECTOR TO WHOLE ECONOMY WHOLE ECONOMY WHOLE ECONOMY WHOLE ECONOMY WHOLE ECONOMY Ye.M ICOR .6 ICOR ICOR fiiCOR 

ICOR DICOR Ab~o.tu:te. (%) AbM.tu:te (%) Ab~ a lute (% J Ab~c.f.u:te (%) 

7960-67 
7967-62 
7962-63 8.03 - 3.24 40.34 4.79 59.66 
1963-64 3.00 -5.03 1.30 43.33 -1.94 38.56 1.7 56.6 7 -3.09 61.43 
7964-65 2. 14 -0.86 0.97 45.32 -0.33 38.37 1 .17 54.68 -0.53 67.63 
7965-66 -3. 18 -5.32 -1 !;) 47 48 - 2.48 46.61 -4.69 52.52 2.84 53.39 
7966-67 79.65 16.47 9 •. 38 47.73 10.89 66,72 10.'27 52.27 5,58 33.88 
7967-68 2.40 -17.25 1 • 11 46.25 - 8.27 47.94. 7.29 53.75 -8.98 52.06 
7968-69 7.78 +5.38 3.0 38.56 7.89 35. 1 3 4. 78 67.44 3.49 64.87 
7969-70 2.95 -4.83 7.26 42. 71 - 1.74 36.02 1. 69 57.29 :._3,09 63.98 
7970-77 2.97 0.02 1. 23 41. 41 -0.03 66.67 1. 74 58,59 0.05 33.34 
7977-72' 9. 15 .·6. 18 4. 10 44.80 2.87 46.44 5 .·o5 55.2 3,31 53.56 
7972-73 -14.49 -23.64 -5.6 38.64 1. 5 -6.34 20.09 67.36 -25.41 106.34 
79 7 3-7 4 4.32 1 8. 18 1.70 39.35 7.3 38.80 '2.62 60.65 11.51' 61.'2 
1974-75 21.'24 76.92 9.39 46.75 7.69 45.44 7 1. 8 5 53.25 9.'23 54.56 
7975-76 2.46 -18.78 1 • 0 1 41.05 -8.38 44.6'2 7. 45 58.95 -70.4 55.38 
7976-77 25.3'2 '2 '2. 86 10.84 4'2.87 9.83 43.00 14.48 57. 79 13.03 57.00 
7977-78 '2. 22 -'2 3. 1 1 • 17 52.70 -9.67 41.86 1. 05 47.30 -13.43 58. 14 
7978-79 3.43 7 • 2 7 7.59 46.35 0.42 34. 77 1. 84 53.65 0.79 65.'29 
7979-80 -3.81 -7.'24 -1.25 32.80 2.84 39.'2'2 5.06 67.20 10.08 60.78 
1980-81 3.34 0.47 2.22 66.46 3.47 738.29 1 • 72 33.54 -3.0 -638.'29 

No:te: W ICO~ have been c.o.£c.u.f.o.:ted t-udh a :two yea!L time. .tag -tn p~oduc.tion 

~ ICOR = ICOR;t+J - ICOR:t 
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lxUJ;..c_ theoJtruc.al and c_onc.eptuaJ:. ~.oue.o whlc_h we 6eU had .-impcU!ted the e_.o;t.{ma:t<_on 

Fnom the neview on f:.UeJr.atUJte., whlc_h highf:.ighte.d the need fion moving 

weJLe. dae.nate.d: 

a. that the c_apita£.-output Jta;t{_o.o (ACOR/ICOR) in the public_ 

.o e&o!t cvz.e inCJte.a.oing. 

b. that the.oe. inCJte.a.oing ICOR.o in the public_ .oe.&o!t have. J:.e.d 

to inCJte.a.oing ICOR.o in the e_c_onomy. 

Both the.oe. c.on&u.oioV/..6, it wa.o Mgue.d, had noL been emp~c_af:.J:.y .oub.otan

tia;ted and c_ovuseque.nily the. emp~c_al .oe.c_tion ofi ;t~ c_hap;teJL wa.o devoted to 

doc.ume.v1;t the t!te.nd in I COR.o in the public_ .6 e&oJr., at an aggJte.gate. a.o will a.o 

a d~aggJte.gate.d feve.J:.. We aJ:..oo, with the he.J:.p o6 a de.c_ompo.oilion 6Jr.amewoJtR., 

a!t!tive.d at the c.oVI.t!tibu;t-Lon ofi public_ .oe.&on ICOR.o ;to the ICOR.o .<.n the e.c.onomy. 

On the ba.oi.o o6 oUJr. detailed ana1y.oi.o o6 the ICOR.o in the public_ .oe.&on, 

it wa.o ob.o eJLve.d: 

a. the ICOR.o in the public_ .oe.&o!t, ficvz. finom inc.Jr.e.a.oing, have been 

a&uilly de.c.Uning 

b. e.xc.e.p;t in the. c_cu, e. o 6 e.J:.e.~Uty, ga.o and wateJL, and t!taV/..6 po!tt 

by otheJL meaV/..6, ICOR.o in a£.£. otheJL indu.otJtial c.ate.goft.{_e_.o have 

Jr.e.g~te.Jte.d a de.iline., the magndude. ofi wh-<-c_h v((!t.{_e_.o 

The de.c_ompo.oi;t.<_on exe.Jtc.Me c.a!t!tie.d out to a.o.oe.o.o: 

.-t. the. c.on;t:JUbution o6 a .oh-<-6t in the 'output rrU.x' ;towaJtci6 

f.e.o.o c_apitaJ:. inte.VI..6ive. indu.orue.o to the. de.iline. in the 

ICORS. 
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..u.. :the. c.on:tJUbution o6 pubuc. J.>ec.:ton ICOR6 :to :the 

ICOR6 in :the ec.on.omy. 

On :the bcui.6 o6 the dec.ompoJ.>j_;tj_on 6namewonk we_ c.onci.ude_d: 

c.. c.on.6i.6:ten:t wah (b) above, :the_ dec.Une_ in ICOR-6 c.anno:t be_ 

a.:ttMbuted :to a .6M£:t in :the .6ec.:tp!W..f._ c.ompoJ.>j_;tj_on o6 output 

in 6avoUJL o6 .fe-6.6 c.ap~ in:tenJ.>i.ve indU.6~ c.atego!Lii6. 

The dec.une in the aggnegate pubuc. J.>ec.:ton ICOR.6, i;t wcu 

.6hown, wcu pnedominan:t.ty due_ a dec.une_ in the "pUJLe ICOR6" 

at :the -i..ndU-6 :t!Ltj o 6 U.6 e_ .tev eL 

d. c.on:t!Libution-6 o6 pubuc. .6ec.:ton ICOR6 :to :the aggne_gate ICOR.6 

in :the ec.onomy doeJ.> not depend on.ty on the mag~de_ o6 :the 

pttbuc. .6 ec.:ton I COR.6 but a.t-6 o on :the wug h:t o 6 pubuc. .6 ec.:ton 

I C OR6 but a.t-6 o on :the wug h:t o 6 : Sue. .6 ec:tiJ fL in :the inc.ne_

me_n~a.t output o6 :the ec.onomy. Con.6equen:t.ty, even i6 :the 

I COR6 in :the pubuc. .6 ec.:ton Me high they c.anno:t 'in6l.a:te' 

:the whole ec.onomy ICOR.6, p!Lima!Lily bec.auJ.>e o6 :the .tow weight 

o6 pubuc. J.>ec.:ton in :to~ output. It wa.6 emp~c.aUy .6hown 

that :the_ c.on:t!Libution on pubuc. .6ec.:ton :to :the ab.6o.tu:te ICOR 

and :the c.ha11g e_ in :the I COR.6 o 6 :the ec.onomy hcu a.tway.6 been 

le-6.6 :than :that o 6 the pubuc. .6 ec.:ton. 
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APPENVIX 

A METHOD FOR CALCULATING AVERAGE CAPITAL OUTPUT RATIOS FROM INCREMENTAL CAPITAL 

OUTPUT RATIOS: 

The Jtucdionorup be;tween aveJtage_ and inVLemen;tal.. c.apilal.. output tr..a:t)_o 

c.an be_ M e_d to aftftive_ a:t the aveJtage c.ap.{;{:al_ output Jtcdio t)Jtom :the inCJLemen:tal.. 

c.api:tal. output Jtcdio. Th.Lo c.an be_ done M &oUow-6: 

Let, 

K1 c.apilal.. h:toc.k in ;time_ pe!tiod 7 

K2 c.apilal.._ J.J:toc.k in time pe!tiod Z 

By de.{Jinilion, 

11 K K2 - K1 = c.apilal t)oJtmcdion in pe!tiad z 

P 1 = Output in time. peftiod 

P2 Output in time. pe!tiod Z 

.Conc.e.p:tu.aUy, 

ICOR = Capilal.. t)oJtma:tion/c.hange. in output 

The!te.{)one_, ICOR
2 

= 
= 

wheJte. ICOR2 = InCJLe.men;tal.. c.api:tal.-output Jtcdio in peftiod Z 

By de_t)inilion: 

ACOR = c.apilal.. J.J:toc.k/ output 

TheJte.t)one; ACOR
1 

= K1 

PJ 
AveJtage. Capital. output Jtcdio in time. pe!tiod 
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K1 + .1 K 

pl + ZIP 
KJ 

.6u.b.6tltac.ting and adding 6Jtom :the: ---r; 
!tight hand .6ide, we have 

KJ + /:,K KJ Kl 
ACOR

2 - - + 
PJ + L1P PJ pl 

P/7 + P1 6K -. K1P1 - KJ/1 p KJ 
= +--

p 1 ( p7 + 6.P) PJ 

p 16. K K
1

LJ.P K1 
= t 

P
7

(P
7
+6P) P

7 
(P

7 
+ 6P) _P7 

6K K . { ,6p 
1 } 

1 

p1 + LJ.P p1 P
1
+ l1P 

6K 
t 

i.IP K1 
{ 1 c M } ----z;p + PJ p7 + b.P 

t1K 

6P 

By deMvUtion; d· K 

f:,p 

1(7 
{1 

!1P 

] + 

p7 P
1
+t1P 

Av e~tag e c.apUai. ou.:tpu.:t Jta:tio; 
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liP 
+ 

pl + t1 p 

Equilion 1, c.an theJtefiotuz_ be inteJtptteted to mean that the c.UJtJtent aveJtage c.apilai. 

output ttilio -<A a ~.>um ofi the weighted inc.ttementai. c.apilai. output ttatio in the 

c.UJtJtent pettiod and the weighted avettage c.apilai. output rt..O..tio ofi the pttev..Z.ou.-6 

Thi-6 method ofi c.ai.c.uliling ACOR6 avoid!.> the c.omputation ofi yeatt to yeatt 

c.apilai. ~.>toc.fG, whic.h M WM fuc.u.Med in the c.haptett, i-6 ~.>ubjec.t to numettoM 

pttobtem-0. AU that i~.> Jtequitted to M!tive at an ACOR !.>We!.>, fioUowing the 

above method, -<A the net c.apilai. ~.>toc.fz. in the i~tt yeatt and c.apilai. fiottmation 

fiigutte~.> thetteafitett. 
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TO 

CHAPTER 7 

Note.: The. .oouJtc.e. 6oft ill dM.a, unte..o.o otheJwJ--L6e. .ope.ufiie.d, i-6: 
Na;ti_onai. Ac.c.ount6 Stc<:tUtic..o, c·s~.O. .( Vcvuou.o IMue..oJ 
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Table 7. 1 : I nc.:w .. me11x.ai Capdctl. OuX.put RcvU...o.6 -<-vt Public. Sec.ton ( Agq~tegate) 

At Con.6tavzt Ptic.e!.l 

Simple ICORS ICOR' .6 bMed ovz ilive yecUL moving 
aveJr.aa e.6 o ~ GVCF and GVP ..... 

Yea!t 

. ICOR
0 

. ICOR 1. ICOR
2 

. ICOR3 ICOR*O ICORj ICOR*
2 ICOR3 

1960-61 
7967-62 6.93 7.05 , 

7962-63 s.sq ·1. 6(1 4.68 
1963-64 8.20 7.39 6.09 6. ]g 7.88 
7964-65 9.90 9.00 8.10 6.68 8.58 8.05 
7965-66 9.58 8.97 8. 1 5 7.34 9.76 9. 42 . 8.84 
7966-67 11.33 12.53 11. 7 4 10.66 9.38 9.39 9.07 8. 51 
796 7-68 1 0. 21 9~97 11.03 10.32 . 8.40 8.60 8.61 8.31 
7968-69 6.90 7.59 7.41 8.20 7.97 8.01 8. 79 . 8.21 
7969-70 5 •. 99 6.05 6.65 6.50 7.26 7.05 7.09 7.25 
1970-71 7.45 6.37 6.44 7.08 6.85 6.60 6.41 6.44 
7977-72 6. 81 6'. 38 5.46 5.52 7.09 6.45 6.21 6.03 
7972-73 7. 72 6. 72 6.30 5.39 8.69 8,07 7.35 7.08 
7973-74 7.95 6.67 6.29 5.90 8.30 7.52 6.99 6.36 
7974-75 25.30 26.89 22.54 21. 2 7 7.63 7. 10 6.43 5.98 
7975-76 6.73 5.34 5.68 4. 76 7.50 7. 1 2 6.62 6.00 
7976-77 5.39 5.56 4.41 4.69 6.99 6.57 6.25 5.81 
7977-78 6.68 6.94 7. 1 6 5.68 6.31 5. 82 5.48 5.20 
7978-79 5.92 4.89 5.08 5.24 5.90 5.62 5. 7 8 4.87 
7979-80 7.06 6.67 5. 57 5.72 6.46 6. 01 5.72 5.28 
1980-81 5.03 4. 77 4.50 3.72 
1981-82 8.46 7.75 7.34 6.93 

Nc:te/~: ICOR0: Inc.Jteme.n.tctl. Capdctl. Ou.:tpt.d Redia eJ.Jtimcded wilh VI.O .time Zag .-Cn p!todu.c.t-iovt 

ICOR 1: Inc.Jtementctl. Capilctl. OuX.puX. Redia e.J.J:tJ.mcded wilh cne tJecUL ..t~me "'.fag .-Cn plloduc.:tion 

ICOR2: Inc.Jteme.ntcU.. Capda! Otdpu~ Ratio e.J.Jtima;ted wilh tJ.'JO yeo.A fag in pllodu.c.tion 
Ir.OR 3: Ivtc..JtementcU.. Cap-<;.tcU.. OuX.puX. R~o, eJ.J:t:tmcaed with a th~ee yecUL tag .-lVt ~Jtoduc..tion. 

IInc.Jte:meJU:a .. t Capila.t Ot.dpu.,t Redia e.6Wnated on :the bM..{).) c6 5 yecUL moV..{..vtR aveJtct.ge-6 
ICOR*: !iVl GVCF avtd GVP. Su.b.6c.JU:.p:t.6 Jte.6eJt :to te.ngth a& time. i!_a(i .-Cn p!toduc.tion cL.6 in 

jc.cl.6e. o i -~.-Cmpte ICOR.6 
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T ab.te. 7. 2: I nc..Jr.e.me.n.ta.t Capd:a.t Outptd Ralio.6 -<-n Public. Se.c..to!t By I ndu-5t/ty. o 6 UJ.J e. 

.. A:t CoMtan.t. P!Uc..e.J.J 

l ICOR .6 baJ.Je.d on. {J-<..ve. ye.OJt mov-<..ng .. 
Slmp.te. ICORS 

aveAage.J.J on GTJCF and GDP Ye.M 
ICOR0 ICOR 1 ICOR2 

ICOR
3 ICOR~ ICORj ICORz .. ICOR* 3 

.. 

7960-67 
7967-62 17.5 17. 16 
7962-63 240.0 207.0 211. 0 
1963-64 22.36 21.54 79.09 79. 18 24.51 
7 964-65 27.38 78.69 78.46 7 6. 7 5 26.17 25.0 --· 
7965-66 20.06 78.40 76.40 1'6.00 24.81 24.27 2 3. 7 /) 
7 966-6 7 24.54 27.00 25.27 22.36 23.81 22.75 22.25 21.25 

·1967-68 54.0 52.40 60.20 55.60 34.0 33.23 37.74 37.04 
7968-69 79.37 77.20 16.87 78.81 2 7. 09 26.58 25.98 24.87 
7969-70 -77. 75 -49.50 -67.50 -67.50 26.75 24.83 24.36 23.81 
7970-77 7 2. 7 8 70.27 77.48 70.00 22.31 20.37 79.35 18.98 
1977-72 21 • 8 7 2 7. 80 79.43 79.37 24.98 23.53 2 7. 49 20.47 
7972-73 79.04 775.66 74.95 7 4. 1 3 78.34 17.88 76.84 15.38 
1973-74 34.66 13.86 29.08 27.41 79.89 79.09 78.67 17.53 
7974-75 14.32 17.08 7 6. 76 13.96 79.37 17.25 16.55 7 6. 14 
7975-76 7 7. 7 3 7 6. 7 6 18.08 7 8. 21 7 7. 2 9 15.66 7 4. 7 3 73.55 
1976-77 78.09 13.23 17.54 73.41 13.96 12.56 7 1. 3 7 10.26 
7977-78 73.70 72.06 8.68 7.67 7 5. 96 7 4. 79 72.76 11. 56 
7978-79 70.67 7 1 • 79 8.76 6.37 14. 11 12.92 1 7. 48 10.33 
7979-80 3 7. 36 35.57 29.2 7 25.50 14.27 73.99 7 2. 81 1 7. 39 
7980-81 7 0. 17 9.75 1 0. 7 9 9.67 
7987-82 78.54 21.09 20.09 20.69 

"fate.: Same. CL.6 Tab.te. 7. 7 
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Table. 7.3: Inc.Jteme.n;t:a.R. Cap-Ua.iO!dp!d Ratio-6 in Pub.uc. Se.UoJt Btj IndM:tftlJ on LIM. 

2. Min~ng and QuaJr..Jttjing 

ICOR '-6 baM!.d on 6,[ve. tje.aJt Movi119 Ave.Jtage.-6 
. Shnpf.e. ICORS o-6 GVCF and GVP. 

. . 
Ye.cUL 

* ICOR * ICORZ .. * ICOR
0 

.ICOR1 ICOR2 ICOR3 ICOR
0 

. . . ICOR .. .. ' 

1 3 

1960-61 
7967-62 - 4.80 -4.70 
7962-63 . 7.92 7.26 7.23 
1963-64 14.0 10.42 6.85 6. 71 8.64 ·. 

1964-65 -51.50 -49.0 -36.50 -24.0 7.67 6.59 ... 

7965-66 5.58 8.58 8. 16 6.08 15.09 14.61. 12.54 
7966-67 Z8. 0 16. 75 25.75 24.50 15.03 16. 1 3 75.62 13.41 
1967-68 8.80 11.20 6.70 10.30 11 . 32 11. 7 8 12.64 72.24 
7968-69 13.20 17.60 22.40 13 .. 4- 17.44 76. 76 17.44 18. 7Z 
1969-70 14.33 11.00 14.66 18.66 75.92 16. 7 6 1 6. 11 16.76 
1970-71 0 0.0 0.0 0.0 9.89 9.0 9.47 9. 10 
7977-72 18.0 16.80 17.20 13.20 3.69 3.03 2. 76 2.90 
7972-73 4.30 3.0 2,80 2.86 4. 71 4. 10 3.37 3.06 
1973-74 1. 51 1 . 1 8 0.825 0. 77 4.35 3.24 2.85 2.34 
1974-75 -78.67 -18.33 -14.33 -10.0 5.22 3.87 2. 97 2.54 
7975-76 4. 96 2.84 2.79 2. 18 7.45 6. 7 5 4. t:;(J 3.43 
7976-77 13.24 10. 1 0 5.79 5.68 7 7. 41 15.49 72.79 9.49 
1977-78 -123.0 -128.0 -9 7. 66 -56 70.34 9.22 8.20 6. 77 
7978-79 25.84 28.38 29.53 22.53 13.86 72.68 7 1 . 31 70.06 
1979-80 5.08 Ll.80 5.27 5.48 7 6. 74 1 5. 31 14. 0 1 72.50 
1980-81 16. 2 1 72. 71 72.0 13. 17 
7987-82 35.06 Z8. 37 22.25 2 7. 00 

Note.).): Same. M Tab..£. e. 7. 7 



! 

Yecur. 

7960-67 
7967-62 
7962-63 
1963-64 
1964-65 
7965-66 
7966-6 7 
7967-68 
7968-69 
7969-70 
7970-77 
7977-72 
7972-73 
1973-74 
1974-75 
7975-76 
7976-77 
7977-78 
7978-79 
7979-80 
1980-81 
1981-82 

' 

ICOR
0 

89.66 
7.43 

21.00 
36.09 
1 0. '7 8 
18.09 
79.87 
18. 71 
69.0 
14.40 
73.90 
9.26 
4.89 

15.88 
8.05 

75. 14 
Z8. 13 
1 3. 11 
1 5. 14 
13.45 
24.59 

Simple ICORS 

ICOR 1 

90.0 
6. 11 

79.23 
32.45 
10.44 
77.59 
20.94 
18.00 
65.50 
13.80 
73.09 
7.52 
4.63 

17.55 
6.06 

11 . 2 0 
26. 18 
1 3. 01 
14. 77 
12.35 
23.89 

ICOR2 

6. 13 
15.82 
29. 7Z 

9.39 
18.04 
20.36 
78.95 
63.0 
1 3. 1 0 
12.54 
7.08 
3.76 

76. 67 
6.70 
8.43 

79.37 
12 • 11 
14.66 
12.05 
21. 9 3 

No:teJ.J : Same a~ Table 7. 1 

' 

ICOR 3 

15.88 
24.45 

8.60 
76.22 
20.89 
18.42 
66.33 
12.60 
11 . 90 
6. 78 
3.54 

13.50 
6.34 
9.32 

74.59 
8. 96 

13.64 
7 1. 96 
21.40 
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ICOR'~ bahed on 6~ve yean 
,\Aov~nq AvVtag~ ofi GVCF ctlid GVP · .. 

* ICOR 0 

75.37 
14. 1 3 
17. 97 
77.59 
18. 58 
20.56 
19.04 
14.98 
9.78 
9.26 
8.48 
9. 15 

11 . 1 6 
14. 79 
14.22 
1 5. 64 
1 7. 1 0 

·. ICOR; 

13. 1 5 
17.43 
17. Z7 
18.42 
20. 10 
18.48 
13.74 
8.98 
8. 81 
7.64 
7. 77 
9.79 

12.71 
72.65 
14,30 
76.37 

ICOR * . z 

16.23 
76. 81 
18.08 
79.92 
18.07 
13.34 
8.23 
8. 08 
7. Z7 
7.00 
8. 31 

11 • 14 
11. 33 
12.73 
14.97 

*· . ICOR3 . 

15.64 
17.60 
79.56 
17. 97 
13.04 
7.99 
7.41 
6.67 
6.66 
7.49 

-9.46 
9.93 

77.39 
13.32 

, .. 
'. 

. . ' 

i 
I 
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Tctbfe. 7. 5 : I nCJtementcct CapJ.;t:cct Old:pu;t Rati..c).) J.n Pu.bt-<.c Se.ctoJt bu I Vl du.6 :tJttj o 6 UM. 

' 

4. Manu;5ac.:tu.Jt..i.ng 

At CoM.tan.t .· Pfl.J.c.e-6. 

ICOR').) ba).)ed on 6~ve yea~t 
SJ.mpfe. ICORS Moving Ave~ge).) o6 GVCF and GVP 

Ye.a~t 

* ICOR * ICOR; * ICOR
0 ~rc~R 7 ICOR2 

ICOR 3 ICOR0 . ICOR
3 

. . 
1 

7960-67 
7967-62 3.20 4.28 
7962-63 3.82 3.30 4.42 
1963-64 7. 72 6.36 5.50 7~36 - 6.70 
1964-65 11.80 9.90 8.85 7.65 10.86 9.29 
7965-66 16.53 72,d 10.41 9,30 17.26 15.87 13. 57 
7966-67 114.83 107.5 80.66 67.66 76.95 76.36 15.04 12.86 
1967-68 29.50 34.45 32.25 24.20 18. 1 0 18.23 17. 58 16. 16 
7968-69 7. 71 8.93 10.43 9. 77 26.87 28.96 29. 17 28. 14 
7969-70 15.96 17.55 20.34 23.75 20.65 24.02 23.73 23.90 
7970-77 -20.76 -22.04 -24.23 -28.09 13.34 13. 33 14. 27 15.32 
7977-72 18.64 15.57 16.53 18. 1 7 20.29 18. 1 5 18. 1 2 79.33 
7972-73 6.81 6.00 5.01 5.32 79. 21 76.69 74.92 14. 97 
1973-74 50.43 37.06 32.62 27.25 19.85 17. 7 4 15.41 13.78 
1974-75 15.06 13.6 7 10.05 8.8-+ 7 5. 1 3 13.30 7 1. 8 9 10,33 
7975-76 -717.42 -127.0 -115.28 -84.77 77.28 75.95 14.02 72.53 
7976-77 8.65 6. 96 7.53 6.83 76.49 15. 76 14.54 72.79 
1977-78 12.83 13.98 11. 26 12..17 27. 24 79. 76 18.88 17.43 
7978-79 24.78 22.85 24.90 20.0-+ 27. 72 19.43 18.08 17.28 
1979-80 103.16 84.66 78.08 85.08 -357.75 -341.93 -314.62 -292.87 
1980-81 83.93 82.53 6 7. 73 62.46 
1981-82 -8. 11 -8.01 -7.88 -6.4 7 

No:te.: Same M Tab.e.e. 7. I 
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T~ble 7.6: InQ~ement~ C~p~tf Output R~o~ in Public Seeto~ by Ind~~y on U~e 

At Con~~nt PJ:Uc.~ . 
.. 

I Simple ICORS ICORS bMed on 6ive yeM moving 

1 

AveJta.g~ ot) GDCF ~n.d GVP 
Ye£VL 

I 
ICOR0 ICOR 1 ICOR2 ICOR

3 
ICOR; ICOR; ICOR; . ICOR* . .. 

3 

7960-67· 
7967-62 3.25 2.75 
7962-63 1 • 8 0 1. 30 1 • 1 0 
7963-64 2.75 2.25 7.62 1.37 2.74 
1964-65 -10.00 -11.00 -9.0 -6.5 3.35 3.09 
7965-66 7.53 1.33 1.46 1 • 2 0 3.41 3.05 2.82 
7966-67 0.0 0.0 0.0 0.0 3.07 2.82 2.53 2.34 
1967-68 2.30 1 . 67 1. 7 6 7.53 3.06 2.80 2.57 2.37 
7968-69 2. 1 3 2.0 1. 40 7.53 3. 1 0 3.63 . 3. 31 3.05 

! 
7969-70 16.00 16.0 75.0 10.50 1 . 97 2.03 2.37 2. j 7 
1970-71 0.37 4.0 4.0 3.75 1. 60 2.09 2.22 2.60 
1971-JZ 0.70 15.0 1 . 6 1. 6 7 . 7 1 1. 7 0 1.44 7 . 53 
7972-73 0.50 1. 75 6.37 4.0 7.23 0.91 0.90 7. 78 
1973-74 0.84 0. 7 0 0.35 0.07 1. 93 1. 50 1 . 7 7 1 • 1 0 

I 1974-75 3.26 7. 73 0.27 0.73 7. 60 7. 46 7 • 1 3 0.84 
7 9 75-7 6 -4.0 -6 .. 88 -3.66 -0.44 7,50 7. 7 5 7. 04 0.81 
7976-77 0.64 0,80 7. 3 7 0. 73 7. 66 1. 43 1 • 7 0 7 • 00 
i977-78 7 • 7 0 0.60 0.75 7.29 0.85 0.90 0.78 0.60 
7978-79 1. 46 1 • 17 0.64 0.80 0.78 0.63 0.66 0.57 
7979-80 0.34 0.46 0.37 0.20 1 • 1 1 0.89 0. 71 0.75 

I 7980-87 7. 04 0.55 0.74 0.59 
7987-82 0.0 0.0 0.0 0~0 

Note: Same cu Table 7. 1 



Ye.M 

1960-61 
7967-62 
7962-63 
1963-64 
1964-65 
7965-66 
7966-:6 7 
1967-68 
1968-69 
7969-70 
1970-71 
7971-72 
7972-73 
1973-74 
1974-75 
7975-76 
7976-77 
1977-78 
7978-79 
7979-80 
7980-81 
7987-82 

' 
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Tctble. 7. 7: I vtc.!te_me.vt.:tal. Capi:ta£. Ou;tpu;t Rcd.,L0-6 .,Ln Pttbfic. Se.c..:to!t by I v1dU-6.:t!tlj on iJo e. 

6. Ete.c..:tft.{_c.ily 1 G(u 1 and uJa;tvr. 
A.:t Covt~tant P41c.~ 

. S.,Lmpfe. ICORS ICORS ba~e.d ovt -Qive. lje.a!t movin.g .. . . .. 
.. . . ct0Victge.J., o-Q GDCF and GVP 

ICOR0 ICOR 1 ICOR2 ICOR
3 ICOR; ICOR; ICOR;. · * ICOR3 . ' 

. 

17. 11 70.27 
17.75 75.4 9.25 
75,89 ·72.67 11. 0 6.60 79. 60 . 
27.75 2 7. 81 2 2. 18 79.25 20.05 18.70 
22.0 79.30 19.34 15.43 18.36 17 ~4 16.46 
19.82 22.0 79.30 19.34 16.44 16 0 L 7 15.64 14.59 
12,68 13.02 14.45 12.68 15.35 14. 77 14.61 14.05 
10.65 10.09 10.36 11. 50 17.07 16. 17 75.56 15.40 
16. 71 14,65 13.87 14.2 5 17.73 76.62 75,75 1 5. 7 5 
42.66 35.66 37.26 29.60 27.25 79,94 18.70 17. 72 
23, 14 23.70 19.87 17.37 29.00 27.78 26.05 24.46 
34.50 34.72 35.55 29.72 34.43 33.52 3 2. 11 . 30~ 14 
49.66 51.75 52.08 53.33 24.89 22,95 22.34 2 7. 40 
34.27 33. 71 34.50 34. 72 22.65 21. 06 79.36 78.85 
75.03 10.28 9.93 10.35 24.37 22.09 20.49 78.89 
77.07 7 7. 34 11.86 11.46 20.65 18.45 7 6. 77 7 5, 56 
44.72 40.36 4 7. 00 28.04 24.32 2 7. 66 79.35 77.59 
76.73 75,37 73,87 14.09 29.62 27.68 24.65 22.02 

745.75 133.87 723.0 17 7. 0 29,56 27.08 25,30 22.53 
35,82 33.37 36.60 2 8. 7 7 
79,97 7 8. 7 7 76.89 75.52 

No.:te.: Same. M Table. 7. 7 
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Table 7.8: I nc.fLemevutal Cap.{;(:ai Otdptd Ratio).) -i.n Pu.buc. Sec.:to!t by I 11dMbty o 6 U).) e 

7. Sec.ondcur.y Sec.:toJr 
A:t CoYl.).);tan;t P!U.c.e..-6 . . 

S-Unpie ICORS ICORS Ba).)ed on 6-i.ve yeaJr mov-i.ng ave!tage).) 
on GVCF and/GVP' . ' ... ' . ' ' ' 

YeaJr ICOR 1 ICOR2 ICOR3 
l * ICOR; * * ICOR

0 
ICcR

0 
· · ICOR

2 -- ICOR-" ' 3 

1960-61 
1961-62 5.29 5.13 
7962-63 5.88 5.08 4. 92 
7963-64 9. 3.x _ z. q] 6.82 6.62 9.28 
1964-65 17. 23, 15.87 13.38 11. 54 72.92 1 7 • 51 
7965-66 15.24 12. 31 11. 33 9.55 16.22 15.20 13.55 
7966-67 40.20 40.48 32.68 30.10 15. 14 14.75 13.83 12.33 
1967-68 15.64 17. 14 17.26 13.94 . 15.03 14. 81 14.43 73.52 
7968-69 8.08 8. 57 9.32 9.39 18.63 7 8. 96 78.68 78.20 
7969-70 16. 34 76.03 16.88 78.50 16.04 16.06 16.34 7 6. 1 0 
7970-77 5-39.50 575.0 505.0 532.0 14.54 14. 1 3 14. 15 14.40 
7977-72 15.48 14.38 13.73 13.46 18.51 17. 18 76.70 16. 71 
7972-73 1 o. 77 1 0. 2 7 9.54 9. 11 78.30 16.78 15.57 1 5. 1 3 
1973-74 21.43 '18.17 17.32 16. 1 0 18.08 16.35 74.99 13.91 
1974-75 16.33 14.95 12.68 12.09 14.80 1 3. 31 12.07 11.07 
7975-76 40.0 35.63 32.63 27.68 15.35 14. 01 12.64 11. 43 
7976-77 9.07 8. 1 8 7.29 6.67 14.49 13.38 12.22 11. 02 
1977-78 13.80 73.55 12.30 10.96 74.39 1 3. 1 5 12. 1 5 11.09 
7978-79 14. 53 13. 76 72.92 11. 7 3 13.75 12. 70 11 • 6 1 10. 72 
7979-80 15. 14 73.29 1 2. 1 8 11 • 96 23.59 21. 98 20.31 18.56 
1980-81 18.74 17.64 15.48 14.20 

i1987-82 31.27 -29.67 -27.87 -24.46 

Note: Same a).) T abie 7. 1 
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Table. 7.9: Inc~e.me..ntal Cap~cti Output Rcvtto~ ~n Pubuc SeC.to~ by Ind~;t~y on U~e.. 

8. Ra.-Ltuuy~ 
At Con~tant. P~c~ 

Ye..M 
S-imple. ICORS 

· ICOR
0 

ICOR 1 · · ICOR2 ICOR3 ICOR 1 

1960-61 
7967-62 79. 76 75.56 
7962-63 13.76 1 0. 14 8.23 

/1963-64 79.66 17.33 72.77 10.37 18.86 
1 1964-65 74,85 75.8 5 66.85' 49.28 20.06 20.35 
l7965-66 72. 27 14. 16 14. - 12.64 22. 72 24.07 24.42 
17966-6 7 34.67 50.22 58.22 59.0 20.57 23.88 25,98 26.36 

1967-68 18.86 20.80 30.13 34.93 14.61. 77.93 20.81 22.64 
: 7968-69 72.00 14. 1 5 15.60 22.60 18.47 27.39 26.24 30,46 

7969-70 9.45 72.00 14. 1 5 15.60 73.82 14. 16 16.40 2 0. 72 
7970-77 50.20 37.80 48.0 56,60 72. 78 72.56 72.87 14.90 
7977-72 9.36 8.36 6.30 8.00 . 34. 10 33.31 32.73 33.55 
7972-73 72.70 11. 7 0 10.45 7.87 33.60 32.4 31.65 31. 1 0 

: 7973-74 -6.58 -7.43 -6.85 -6. 12 11 • 51 11. 58 11 • 1 7 70.97 
1974-75 10. 77 72. 2 7 13.86 72. 77 . 9. 11 9,68 9.73 9,39 
7975-76 3.00 2.92 3.33 3.76 7.78 8,22 8.73 8.78 
7976-77 3.90 4. 6 7 4.55 5. 79 6.09 6.07 6.41 6.81 
7977-78 6. 10 5.20 6.23 6.07 6.86 6.38 6.36 6.72 
7978-79 136.5 779. 0 101.5 121. 50 11. 2 0 9.87 9. 1 8 9. 16 
7979-80 2 5. 1 5 21. 0 18.30 15. 61 11.42 9.83 8.67 8.06 
1980-81 77.29 73.62 11 • 3 7 9.97 
7987-82 6.25 5,92 4,67 3.90 

Note: SaPJe.. a,c, Tab.t.e.. 7. 7 
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Table. 7. 1 0:. I n.c.Jr.emen.:tal Cap~ Ou.-tptit Ra:t.f..o.6 {.n. Pu.buc Se.c.;toJz by I n.du..6VtlJ o6 U.6 ~ 

9. Commun.~cation. 

Svnple.. ICORS 
ICORS bMe.d on. n~ve. lje.aft mov-<..n.g AvVtage..6 

_ o~ GDCF an.d GDP ·-· 
y e.aJt 

* ICOR; . ICOR; . ICOR; ICOR
0 

_ ICOR - ICOR2 
ICOR3 ICOR

0 1 

1960-61 
7967-62 2. 54 . 2.54 
1962-63 3.38 2. 15 2. 15 
1963-64 3.76 2.58 1. 64 1..64 3.93 
7964-65 5.38 4. 9' 3.38 2. 15 4.58 3.93 
7965-66 4. 54 6.36 5.81 4.0 5.21 4.88 4. 79 
7966-6 7 6.36 4.54 6. 36 5.81 6.07 6. 11 5.73 4.92 
796 7-68 7. 17 7. 77 5.55 7. 77 6.24 6.32 6. 36 5.96 
7968-69 7.75 8.0 8.75 6.25 6. 11 6.00 6.07 6. 11 
7969-70 6.0 5.63 5.81 6.36 5.92 5. 78 5. 6 7 5.74 

17970-77 4.30 5.07 4. 76 4.92 6. 28 5.43 5.30 5.20 
[7977~72 5.57 4.0 4. 71 4.42 5.76 5.30 4.59 4.47 
7972-73 8.21 5.57 4.0 4. 71 6.09 5.60 5. 16' 4.46 
1973-74 4.94 6.05 4. 10 2.94 6.28 5.49 5.04 4.65 
1974-75 7.84 7.23 8.84 6.0 6.08 5.47 4. 78 4.39 
1975-76 5. 71 4.85 4.47 5. 47 5.94 5. 71 5. 14 4.49 

17976-77 5. 79 4.61 3.92 3.67 6.03 5.55 5.33 4.80 
17977-78 6.90 6.75 6.0 5. 7 0 5.35 5.07 4.67 4.49 
i 7978-79 5.57 5~30 5.79 4.61 5. 11 4.92 . 4. 6 7 4.29 
i 7979-80 4. 15 '4. 39 4. 18 4.09 5. 14 4.73 4. 56 4.32 
1 1980-81 4.56 4.28 4.53 4.31 
11981-82 5.29 3.94 3.70 3. 97 
'l 

Note: Same. a.-6 Table. 7,1 
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Table. 7.11: In~~e.me.nta.t Cap~al Output Ra~o~ ~n Pub£~~ Se.~to~ ··by I nduJ.J tJty o 6 UJ.Je. 

10. TMnJ.Jpo!Lt by Oth~ me.an.6 
· A;t CoM:tant P~~e/,l 

SVripf..e. I CORS 
ICOR'.6 BMe.d on Five.~~ moving Ave.Mge..6 

. . o6 GVCF an GVP ·. · ·. · · .. ·. · . 

Ye.M 
reaR;, TeaRt reaR; * IeOR

0 
. IC.OR

1 
. ICOR

2 
IeOR

3 
.. ICOR

3 
.. 

1960-61 
1961-62 . 6. 41 . 4.57 
1962-63 74.40 18.00 12.80 
1963-64 11 • 57 10.28 72.85 9. 14 9.08 

J 1964-65 10.62 1 0. 12 9.0 11.25 9.00 8.05 
17965~66 7. 6 7 6.53 6.23 5.53 7.73 7. 1 7 6.37 .I 

7966-67 7.0 4.95 4.25 4.05 6. 74 6.02 5.54 4. 96 
I ,1967-68 5.94 7.36 5.21 4.47 7.53 6.98 6.24 5.74 

. 7 968-69 5.50 4.34 5.38 3.80 7.93 6.79 6.30 5.63 
! 7969-70 26.0 28.60 22.60 2.8.00 7 0. 21 9.60 8.22 7.63 
: 1970-71 9.27 5.90 6.50 5. 1 3 10.48 8. 71 8.20 . 7. 02 
. 1911-72 46.50 51.0 32.50 35.75 1'1.89 10.84 9.02 8.48 
: 7972-73 8.43 5.81 6.37 4.06 13.86 12. 17 11 • 1 0 9.23 
I 10.73· 11. 7 3 8.08 8.86 10.96 10.49 9.27 8.40 t 1973-74 
'1974-75 96.66 77.66 90.0 62.0 6.60 6. 14 5.88 5. 16 

7975-76 5.22 5.55 4.75 5. 5.1 7.48 7.68 7. 7- 6.x5 
7976-77. 3.03 2. 8 7 2.98 2.56 8.33 8.0 8.22 7~65 
7977-78 58.75 69.00 64.0 68.0 6.64 6.76 6.48 6.66 
7978-79 23.97 79.58 23.0 21. 33 6.94 6.85 6.97 6.69 
1979-80 6.22 7. 17 5.87 6.90 11. 77 12.45 12.29 12. 50 
7980-81 6.34 5.79 6.67 5.46 
7981-82 2 9. 14 39.0 35.57 41.00 

Note.: Same a.6 Table. 7. 7 
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Tab.e.e. 7. 12: I nc.Jte.mental CapwLt Ou:tpu:t RcdJ.ofJ -£ vt Pubf.J.c. Se.c.:t6Jz. by I ndu.J.d!ttj o 6 UfJe 

1 •1 • T Jz.CuM po Jt:t, CommunJ.c.a;t;_on a.nd TJtade. 
A:t CoM:tan:t Pfl,[c.~ 

SJ.mpf.e. ICORS ICOR '-6 bM ed on 6J.ve yect!t movJ.ng 
a.ve.Mg~ o6 GDCF· and GDP · 

. tcoR.
0 ICOR~ ICOR 2 ICOR3 

ICOR*
0 

. ·. ICORj ICOR* 2 
.. 

ICOR* 
3 

1960-61 
1961-62 10.06 8.04 
1962-63 10.43 8.29 6.36 
1963-64 13.26 11.44 9.09 7.26 11 • 91 
1964-65 19.22 79. T 6 16.52 13. 1 3 11.83 11.43 
1965-66 • 65 9,(?7 9.58 8.26 72.71 12.81 12.38 
1966-67 10.03 11. 98 11.93 11.89 71.52 11. 7 4 11.83 11.43 
1967-68 15.86 16. 16 79.30 19.22 10.07 11. 00 11 • 21 11.29 
1968-.69 8.63 7.82 7.97 9.52 11. 3 0 7 1. 24 12.28 12. 51 
7969-7 0 8.65 12.85 11. 6 5 11. 8 7 1 7. 43 7 1. 04 70.99 12.00 

I 1970-77 76.90 10.09 15.0 73.59 .. 9. 43· 9.55 9.23 9. 18 
7977-72 10.70 77.09 6. 62 9.84 10.47 10.04 10.16 9.82 
7972-73 6.05 7.78 8.06 4.81 14. 13 12.64 7 2. 12 12.27 
1973-74 14.03 9.87 12.68 13.41 10.58 9.03 8.07 7. 74 
1974-75 -395.5 -379.0 -266.50 -342.5 8.23 8.21 7.01 6.27 
7975-76 7.22 4.37 4. 18 2.94 8.49 8.49 8. 4 7 7.22 
7976-77 3.98 7.47 4.52 4.33 9. 18 8. 76 8. 77 8. 74 
1977-78 7.26 9.54 17. 97 10.83 7.74 7.73 7.38 7.39 
7978-79 24.46 13.58 17.87 33.53 7.52 8.68 8.68 8.28 
7979-80 9.37 11 • 2 2 6.23 8.20 9.577 8.62 9.95 9.95 
1980-81 6.09 6.54 7.88 4.38 
1981-82 9.61 6.58 7.07 8. 51 

Note: Same M Tabf.e 7. 7 



y e.ctJt 

1960-61 

1

7.967-62 
7962-63 

I
I 7963-64 

1964-65 
' 7965-66 

7966-67 
1967-68 

. 7968-69 
i 7969-70 

7970-77 
~ 7977-72 
: 7972-73 

7973-74 
1974-75 
7975-76 
7976-77 
7977-78 
7978-79 
7979-80 
1980-81 
1981-82 

253 

Tabte. 7. 13: Inc.Jte.me.ntai Cap-Uat OLLtpu-t RatioJ.J J11 PubUC.. Se.c.-toJt 

8.08 
4.50 
4.41 
5.25 

15.7.8 
5. 1 0 

11.09 
3.60 
3.58 
3. 70 
3.67 
8.88 
6.97 
4.66 
3.44 
3.93 
2.57 
2.29 
2.40 
1 • 97 
2.24 

72. PttbUc. AdrrU.nJ.J.dJtation and Ve.6e.nc.e. 

Scimpte. ICORS . 

11. 04 
3.59 

4.63 
4.18 

16.65 
7.32 
7.31 
6.73 
2.44 
3.49 
3.14 
7.06 
5.92 
7.69 
3.25 
3. 96 
3. 14 
1. 49 
2.oo· 
]·. 74 
2.28 

4.90 
3.69 
4.38 

13.25 
7.98 

10.49 
4.44 
4.56 
2.38 
2. 96 
6.03 
4.70 
6.53 
5.36 
3.74 
3. 16 
1. 82 
1 • 31 
1. 46 
2.08 

5.04 
. 3. 49 
13.91 
6.35 

11.43 
6. 36 
3.00 
4.45 
2.02 
5.69 
4.02 
5.79 
4.55 
6. 18 
2.99 
1.84 
1. 60 
0.95 
1. 7 4 5 

Note.: Same. af.J T abte. 7 •· 1 

. A-t Conf.J-t:an-t P!Uc.e. 

ICOP.S BMe.d on 6-<-ve. ye.a.Jt mov-<.119 cwe.Jtage.J.J 
. . . . . . o6 GDCF aiia VP .. 

ICOR0 

6.03 
5.65 
6.72 
6.66 
6.05 
4.69 
4.35 
4.37 
4.99 
5.23 
5. 1 0 
5.20 
4.13 
3. 11 
2.73 
2.38 
2.25 

ICOR~ 

5.68 
6 .s 1 
7. 72 
6. 4 3 
4.83 
4.02 
4. 14 
4. 1 3 
5. 14 
5. 0 1 
5.25 
4.53 
3.30 
2.47 
2. 14 
2.02 

ICOR~ .. 

6.55 
6.89 
6.86 
5. 14 
4. J4 
3.83 
3.97 
4.25 
4.93 
5. 17 
4.57 
3.62 
2.62 
7.93 
1. 8 2 

. ICOR* 
3 

6.94 
6.65 
5.49 
4.40 
3.94 
3.67 
4.03 
4.08 
5.08 
4.50 
3.66 
2.88 
2.05 
1.67 



YeaJr.. 

1960-61 
1961-62 
1962-63 
. 963-64 

' 1964-65 
7965-66 
7966-6 7 
796 7-68 
1968-69 
7969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
7975-76 
'1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
7987-82 
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T abte 7. 14: I nc..Jr..emen):cU'.. Cap~t Ou;tpu;t Rmo;., in Public. · Sec;toJr.. 

4.71 
3. 18 
3.76 
3.76 
5.36 
3.62 
4.60 
2.84 
1 • 8 1 
1. 8 5 
2.48 
4.60 
4. 17 

56. 18 
1.88 
7. 72 
1. 94 
1. 48 
z. 28 
1.42 
1. 6 7 

13. Financ..e, Communily and PeMona£ SeJr.vic..u 

S~pf.e ICORS 

ICOR3 

6.31 
2.56 3.42 
3.93 3. 15 4.22 
3.0 3. 13 z. 51 
5.70 4.55 4.75 
5.0 5.32 4.24 
3. 17 4.37 . 4. 65 
4.85 3.34 4.60 
1.30 2.23 1.53 
7.69 1. z 2 2.08 
z. 1 0 1.92 1. 38 
3.66 3.10 2.83 
3.60 z. 87 2.43 

86,09 74.45 59.27 
7. 79 2.75 2.38 
7. 6 0 7.53 2.34 
2.26 z .1 7 z. 0 1 
1. 0 3 1.20 1 . 7 2 
7. 9 7 1. 3 7 1. 60 
1.29 7 . 1 7 0. 77 
1. 68 7 . 52 7 . 31 

Note: Same. ct6 Tab£ e. 7. 7 

ICOR';., ba;.,ed on 6ive !fealr.. moving 
av~gu o6 GDCF and. GOP 

4.01 
3.85 3,84 
4. 17 4.02 4.01 
4.0 4,20 4.05 4.04 
3.26 3.42 3,60 3.47 
2.58 2.62 2.75 2.89 
2.44 2.24 2.27 2.39 
2.52 2~35 2. 76 z. 19 
2.79 2.32 z. 76 1,98 
3. 67 3.56 z. 96 z. 76 
3.68 3.51 3.40 2.82 
3.20 3. 76 3.08 2.98 
2. 71 2.88 2.85 z. 77 
2.07 2. 7 3 ' 2.27 2.24 
1. 8 3 7.65 1. 69 1. 8 0 
1. 7 0 1.52 1. 3 7 1. 40 
1.69 . 1. 54 7. 38 1.24 
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7. 14. 7: Pe.!Uodw-Lo e. I VlC)z.eme.n;ta£ Capdal Otd:p!Lt RiliM fioJt 

the. pubtiQ Se.QtoJt 

PubtiQ Se.QtoJt 

Ag ftiQuUuJte.: (lag 0) 

P !U.maJty S e.Qto Jt : (lag 

MaVtu{JaQtultiVtg: (lag 
(lag 

Se.c.oVtdaJty (lag 0) 

0) 

0) 
2) 

Re.gJte6.6io 11 Method 

1960-61 to 
1970-:71 

26.42 

17.23 

11. 30 
15.83 

72.97 

T JtCUrz).) poJtt, CommuVtiQcvtloVt TJtade. 
(lag 0) 11.54 

F iVtcmQe., C& PS (lag 0) 3.34 

Af:tJvLc.uLtuJte. PttbtiQ Se.c.toJt (Lag 0) 8.37 

Whofe. Ec.o Y!omy 5.33 

---------------------l 
1 9 777 - 7 2 to 1 96 0- 6 1 to I 
1981-82 1981-82 

77.52 18. 27 

10.75 12.89 

73.97 13.51 
15.73 ( 1 '5, 51 ) 

16. 79 15.52 

9.45 10.32 

1.99 2. 51 

6.82 7.38 

5.6 5.48 
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Table. 7. 15: Inc.Jte.me.nt:a..t Ca.p.{;ta.t Ou;tpu;t Rct.),)_o,s in the. Ec.onorny 

A:t Con-6:tan:t PJtic.e4 

SJ.mp.te. ICOR'..s ICOR'..s ba...se.d 011 nive. tje.a.Jt moving 
ave.Jta.g(U. on GDCF a.nd-~VP 

ICOR ICOR 1 ICOR
2 

ICOR
3 

ICOR~ ICORt TCORz ICOR; 
0 

1960-61 
1961-62 4.57 4.99 
7962-63 8.53 7.35 8.03 
1963-64 3.69 3.49 3.01 3.28 7.29 6.92 
1964-65 2.49 . 2. 2 7 2. 1 5 1.85 9,88 8,99 8.42 
7965-66 -3.87 -3.50 -3. 79 3.02 6.09 5.82 5.30 4. 96 
7966-67 23 • .?0 27 • 7 0 18.65 17.89 6.98 6.82 6.52 5.93 

. 1967-68 2.40 2. 61 2. 41 2. 1 8 7.51 7.25 7.08 6. 77 
1968-69 6.72 7. 16 7.79 7.20 4.20 4.07 3. 93 . 3.84 
7969-70 3.27 2. 77 2. 96 3. 27 4. 16 4,05 3.92 3.79 
7970-77 3. 71 3.45 2.9B 3. 17 6. 79 . 6.60 6.43 . 6. 2 3 
7977-72 13.08 12.44 11.57 9.98 6.34 5.78 5.62 5.48 
7972-73 -17.56 12.43 -17.01 -76. 5 9.36 8.99 8.20 7.97 
1973-74 5.23 4.08 4.35 4. 13 6.80 6.59 6. 34 5.78 
7974-75 24.64 27.24 21.25 22.66 7.41 7. 71 6.89 6.62 

I 
7975-76 2.29 2.23 2.46 . 1.92 4.55 4.26 4.09 3. 96 

! 7976-77 28.55 25.99 25.32 28.00 4.45 4. 1 5 3.88 3.73 
1977-78 2.63 2.44 2.22 2. 17 6.48 6. 11 5, 70 5.34 
7978-79 4.57 3.70 3.44 3. 13 6.96 6.49 6. 12 5. 71 
7979-80 4.27 -4. 71 -3.82 -3.55 5. 6 7 5.35 4.98 4.70 
1980-81 3. 31 3.03 3,34 2. 77 
1981-82 4.63 4.49 4. 12 4. 54 

Note.: Scune. a,) Tab.te. 7. 1 
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T ab.te. 7. 16 : Ine~eme.nta.t Cap~ OutpLd Rat~o~ .-Ln th.e. Eeonomy by IndM~y o6 U~e 

1 . Ag~euULWe 

At eo~tant p~ee 

S.-Lmp.te ICOR'S 
ICOR'S b~ed on 6.-Lve. ye~ moving 

ave~ta9~. o6 GDCF and GVP 
Ye~ 

ICOR ICOR 1 ICOR2 
ICOR3 ICOR;· * ICOR;. . ICOR* .. ICOR

1 3 

7960-67 
7967-62 6.29 7.01 
7962-63 -2.31 -7.99 -2.22 
1963-64 2.39 2.31 7.99 2.22 -5.65 5. 16 
1964-65 0.74 0.63 0.61 0.53 -4.42 -4.14 -3.78 
796 5-66 -0.52 -0.44 -0.37 -0.36 3.72 3.57 3.34 . 3. 05 
7966-67 -5.63 -6.53 -5.49 -4.68 4.80 4.55 4.37 4.09 
7967-68 0.49 0.48 0.56 0.47 7.23 6.89 6.53 6.27 
7 968-69 70.70 9.74 9.70 7 1 . 2 7 7 . 3 7 1. 2 7 7 . 2 7 1 • 14 
1969-70 1.26 1 • 7 2 1 • 02 7 . 0 7 1. 39 7. 36 1.25 1 • 79 
1970-71 1.00 0.91 0.81 0.73 5.43 5.00 4.68 4.52 
1971-72 -11.31 -17.09 -10.08 -8.97 2.98 2.78 2.56 2.40 
1972-73 -1. 36 -1.25 -7.22 1 . 11 6.92 6.87 6.39 5.89 

.1973-74 7.26 1. 2 0 1 • 1 0 1. 08 3. 6 7 3. 71 3.69 3.43 
1974-75 -3.59 -4.43 -4.21 -3.86 9.95 9.29 9.40 9.33 

'1975-76 0.57 0.57 0. 71 0.67 1.93 1 . 81 1. 6 9 1. 71 
:7976-77 -7.4 7 -0.99 -1.00 -1.24 2.57 2.30 2. 16 2.02 
;1977-78 0. g 7 0.82 0.55 0. 56 9.24 8.57 7. 62 . 7. 7 7 
7978-79 4.31 3.40 3.23 2. 7 7 9.36 8.49 7.82 7.00 

:7979-80 -0.73 -0.90 -0.71 -0.68 3.53 3.44 3. 12 2.87 
lJ 9 80-:8} 0.97 0.88 1. 08 0.85 
1981-82 3. 12 3.30 2.98 3.66 

Note: Same a.o T abf.e 7. 1 
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Table. 7. 17: .I vtcJLeme.ntai. Capila.t OuX.puX Ratio.o -lvt .the. Ec.o no my by 1 vtdu..o.:t.Jty of. U.o e. 

2. P!UmCULy Se.c..to!t 

Simple. ICOR'S ICOR'S ba.oe.d on 6ive. ye.aJt moving 
. · .. ci.vVi.age.-6 ·o6 GVCF and GVP . . 

Ye.CUL -
* ICOR;. . ICOR; * ICOR O ICOR 1 ICOR2 ICOR3 ICOR0 . ICOR 3 

1960-61 
7967-62 5.58 6. 16 
7962-63 -2.96 -2.57 -2.84 
7963-64 2.48 2.34 2.04 2.25 -9.68 -8.89 
1964-65 0.90 0.74 0.70 0.61 -6.85 -6.39 -5.87 
7965-66 -0.63 -0.57 -0.47 -0.44 3.76 3 •. 62 3.37 3.10 
7966-6 7 -8.88 -9.90 -8.97 -7.37 4.84 4.63 4.45 4. 15 
1967-6& 0.56 0.58 0.64 0.58 6.75 6,49 6.21 5. 96 
1968-69 11.82 11.00 11.25. 12.54 1. 48 '1..44 . 1. 38 '7. 32 
7969-70 1. 4 3 1. 24 1 • 15 1 • 1 8 1.56 1. 46 1. 42 1 .36 
1970-71 1 • 1 0 1.04 0.90 0.84 5.60 5.20 4.89 4.74 
1971-72 -79.67 -18.68 -77.76 -15.31 3.26 3.01 2.80 2.63 

I 7972-73 -1.58 -1.48 1 • 41 -1 . 34 7.02 6.97 6.39 5.93 I 

I 7973-74 ( 1. 48 1.35 7 • 2 7 1 • 21 3,99 3.90 3.84 3.55 I 
: 7974~75 -5. 10 -6.07 -5.57 -5. 18 1 0. 79 9.27 9.07 8.93 
I 

i 7975-76 0.73 0.68 0.80 0.73 2.39 2. 79 1. 99 7.94 
7 976-77 -1.90 -1.32 -1.22 -1.44 3. 7 0 2.97 z. 56 2.33 
1977-78 1 • 1 3 1. 08 0.75 0.70 10.95 10.10 9. 1 0 8.33 
7978-79 4.66 4.00 3.83 2.67 11.89 10.83 9.97 8.99 
7979-80 -0.90 -1.05 -0.90 -0.86' 4. 36 4,23 3.86 3.55 
1980-81 1. 24 7.09 1.27 1. 09 
1981-82 3. 79 3.86 3.39 3. 96 

No.te.: Same. ct.o Table 7.1 
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Tab.te. 7. 1 8: I n.c)te.me.vu:a.t Cap.{;ta.l Otdptd RatioJ.J -ln. :the. Economy by I ndu.o:tJty o 6 UJ.J e. 

3. Manu {Jac.:tU!Ung 

' ICOR' S bMe.d on (Jive. ye.aJL 
: . s;.me.e.e. ICOR'J.J mov-lng ave.Mge.J.J o6 GDCF and GDP 

* ICOR~ ICOR ICOR 1 ICOR
2 ICOR

3 ICOR0 , ICOR; reaR; 
I 

1960-61 
7967-62 3. 6 7 3.94 
7962-63 3.62 3. 2 7 3.52 
7963-64 3.68 3.94 3.56 3.83 

' 
4.94 4. 59 

1964-65 4.42 3.53 3. 78 3.42 7.83 6.78 6.29 
7965-66 30.63 26.33 21.07 22.52 11. z: 70.69 9.25 . 8. 58 
7966-6 7 -36.45 -28.52 .-24. 52 -7 9. 62 73.57 13.31. 72.62 70.92 
1967-68 20.65 26.76 20.94 78.00 70.90 10.45 10.24 

' 
9;77 

7968-69. 6.45 8. 11 10.52 8.23 11.46 17. 04 10.58 70,38 
7969-70 3.54 2.59 3.26 4.22 8.98 9,07 8.74 8.38 
7970-77 44.97 40.32 29.45 37.07 7.85 7.82 7.90 7.67 
7977-72 74.09 13.72 72.32 9.00 8.36 7.38 7.36 7. 43 
1972-73 7.44 9. 10 8.86 7. 96 13.~0 72.06 10.65 10.62 
1973-74 9.04 6. 1 3 7.49 7.29 12.47 12.05 70.93 9.65 
1974-75 2 o. 22 17.75 12.03 14. 70 8.62 8.67 8.38 7.60 
7975-76 18.24 21. 64 7&.99 12.87 7.98 7.43 7. 4 7 7.22 
7976-77 3.64 4.36 5. 17 4,54 6.49 5.97 5.55 5.59 
1977-78. 5. 77 4.54 5.45 6.46 8. 0 3. 7.53 6.94 6.46 
7978-79 4.66 3. 79 2.57 3.01 8.58 8.02 7.53 6.93 
1979-80 -25.03 -23.84 -17.08 -13.45 70.39 9.32 8. 71 8. 18 
1980-81 25.39 2 7. 89 26.56 10. 03 
1981-82 9. 14 8.27 9.09 8.66 

Note.: Same. cT.:. Table 7. 1 
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Table. 7.19: In.CAeme.~t eap.{;tai Ou:tpu:t RatiM -<..n the Ec.ovwmy by In.duJ.:dJty on U.oe 

Sec.on.dc~y Sec.:to~ 

a At eo 11.6 tan.:t P !Uc. e.o 

reaR'.o ba.oed 011 ·n-<-ve ye~ mov-<..n.g l S-<..mpie IeOR'.O· ave.Jta.ge.o on GDeF and GVP 
y~ I 

* * reaR; reaR; ICOR IeOR
1

. IeOR2 IeOR3 reoR
0 reoR

7 

1960-61 
7967-62 4. 16 4.37 
7 962-63 4.50 3.75 3.94 
1963-64 3.76 3. 6 7 3.05 3.21 5. 7 0 4.67 
1964-65 4.56 4.09 3.98 3.32 6. 71 5.94 5.44 
7965-66 13.50 11.68 10.46 10.20 7.79 7.48 6.63 6.07 
7966-6 7 28.91 25.76 21.76 19.48 8.98 8.92 8.57 7.59 
1967-68 9.60 11. 7 4 70.27 8.83 8.37 8.08 8.03 7. 71 
7968-69 6.25 7.30 8.92 7.76 9.35 9.09 8. 77 8. 77 
7969-70 4. 7 7 3.24 3.78 4.62 8. 77 8 .·6 7 8.42 8. 7 3 
1970-77 41.44 37.56 29. 17 34.05 8.58 8.47 8.42 8. 7 8 
7977-72 14. 2 7 73.87 12.52 9. 72 . 70.90 9.89 9.75 9.70 
7972-73 8.79 70.23 ·9. 95 9.07 79.66 18.20 76.58 76.29 
7973-74 20.48 23.85 2 3. 7 8 73.50 72.94 71.98 10.87 
7974-75 26.27 30.59 8.83 8.68 8.32 7.70 
7975-76 7.47 5,37 7.73 7.08 6. 96 6.67 
7976-77 3. 77 4.06 6.54 5. 96 5.46 5.37 
7977-78 5.41 4.33 4.74 8.21 7.62 6.95 6.37 
1978-79 6.24 4.97 3.98 4.36 9.48 8. g 7 8. 17 7.45 
7979-80 -75.90 -15.29 -72.18 -9.74 7 1. 7 0 70.58 9.83 9. 7 2 
7980-87 76.92 17.32 76.67 7 3. 2 7 

' 7987-82 9.08 8.30 8.50 8. 7 g 

Note: Same A.o Tabfe 7. I 
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Tab.te. 7.20: InCJteme.nta.t Capil.ct.t OtU:pu): RcU:iM ~.J1 -the. Ec.cmomy by IndUJ.>Vr.y ot} U;.,e. 

T~tl1f.>po~t, Communic.~Lon and T~ade. 

Simpf.e. ICOR~o 
ICOR';., bMe.d on t)ive ye~ moving . 

av~age.-~ o 6 GVCF and GOP · · 
Ye.~ 

ICOR ICOR 7 ICOR2 ICOR3 reaR; * ICOR 7 ICOR; ICOR; 

1960-67 
7961-62 2.79 3.33 
7962-63 3.65 2.81 3.36 
1963-64 3.87 3.01 2.32 2.27 3.87 3.79 
1964-65 3.40 3. 71 2.93 2.26 4.60 4.2.1 4.14 
79~"-66 8. 17 9. 13 9.95 7.87 4.65 4.t_ 4.29 4.20 
196·6-6 7 7.67 6.47 7.23 7.88 4.63 4.89 4.90 4.51 
1967-68 3.83 4.72 4.01 4.49 4.38 4.62 4.89 4.89 
7968-69 3. 57 3.63 4.47 3.80 4.29 3.88 4. 09 ' 4.33 
7969-70 2.56 2. 8 . 2.90 3.57 4.60 4.25 3.84 4.06 
7970-77 5.69 3. 7 5 3.46 3.57 5.29 4.94 4.57 4. 1 3 
1971-72 9.73 9. 7 4 5.06 5.55 6.25 5.31 4.97 4.:59 
1972-73 8.53 7 0. 79 9.57 5.30 6.52 5.86 4.98 4.66 
1973-74 7.88 5. 27 6. 28 5.90 5.28 4.39 4.43 3. 77 
1974-75 4. 7 0 4.99 3.34 3.98 4·. 95 4.72 4.41 3. 96 
7975-76 3. 12 2.48 3. 01 2.02 4;20 4.03 3.85 3.59 
7976-77 5.64 5.8 4.60 5.59 3, 55' 3.42 3.29 3. 7 3 
7.977-78 2.99 3.52 3.62 2.87 4.31 4.24 4.09 3.93 
7978-79 3.07 2.23 2.63 2. 77 4.60 4.50 4.43 4.27 
7979-80 -36.93 -48.39 -35.17 -41.41 3.95 3.85 3.76 3. 71 
19s;0-81 4.07 3. 79 . 4. 1 8 3.04 ! 

I 

7987-82 2,87 2.89 2.27 2.97 

Note.: Same. a!.l Tab.te. 7. 1 
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Table. 7. 2 7 : I nCJteme.n:tct€. CctpLta'-- Output Ra.-tto-6 .{_n the. Ec.onomy by I ndM:t!Ly o fJ U-6 e. 

F-ir1anc.e. and Commun.{_ty and PeM o ncti Se.Jtv.{_c.e.-6 

At Co Vl.-6 tant pft.{_c. e.-6 

ICOR'-6 ba-6ed on {J.{_ve_ ye.aJt mov.{_ng 
S.{_mple. I COR' -6 ave.Jtaqe.-6 ofJ GDCF and GOP - ' . Ye.aJt 

ICOR ICOR 7 ICOR2 ICOR3 ICOR~ ICOR; ICOR; ICOR; 

7960-67 
·7967-62 7.93 9.72 
7962-63 4.69 3.82 4.69 
1963-64 4.82 5. 76 4.21 5. 1 6 6.01 5.97 
1964-65 5. 12 4.26 4.56 3-::72 5.67 5.69 5.60 
7965-66 17.35 11.78 9.79 10.49 6.59 6.50 6.53 6.43 
7966-67 5.35 7.30 7.57 6.30 6.68 7.04 6.95 6.98 
1967-68 10.49 7.82 10.67 11. 07 6. 71 7.01 7.38 7.29 
1968-69 4.70 7.32 5.46 7.45 5.28 5.54 5.79 6. 10 
1969-70 4.93 3.67 5.72 4. 26 4.69 4.48 4.70 4.91 
1970-71 3.65 3.86 2.87 4.48 4.47 4.29 4. 10 4.30 
1971-72 3.37 2.9-f 3. 7 1 2. 3 7 4.99 4.28 4. 7 1 3.92 
7972-73 6.59 ' 5. 2 7 4.55 4.81 4.62 4.61 3.95 3.79 
1973-74 7.64 6.5.:f 5. 17 4.57 4.50 4.42 4.41 3.78 
1974-75 3.35 5.27 4.51 3.57 4.70 4.67 4.59 4.57 
7975-76 3.31 3. 79 5. 0.3 4.30 4.06 4.30 4.28 4.20 
7976-77 4. 12 3.87 3.73 5.88 3. 18 ·3. 2 8 3.47 3.45 
1977-78 3. 14 3. 4 7 3. 21 3. 1 0' 2,83 2.57 2.65 2. 81 
1978-79 2.58 1. 87 2.03 1 • 97 2.57 2.25 2.05 2. 11 
1979-80 2. 18 1.87 1. 42 1. 55 2.31 2. 12 1. 90 1. 7 3 
1980-81 2.07. 7.79 1. 67 1 • 1 7 
1%7-82 2. 21 2.27 2.01 1 • 8 1 

Note:· Scime. a-6 Table. 7. 1 



ChaptVt 8 

SUMMARY ANV IMPLICATIONS OF THE STUVY 

- . 

.:to be. .:thought o6 in :fJ.JJo cii.me.noioYl;6: The. fiVv.:..:t i-6 e.x.:te.noive. and fioc..U6e6 on J.Jc..aie.: 

.:the. abJ.J ofu.:te. e.xpanoio n o 6 inv e6:tme.n.:t in public.. .6 e.c...:toll.. and ill g11..owth ll..e.fa:ti..v e. .:to 

.:to.:ta.t output. The. J.Je.c..ond i-6 in.:te.n6-i..ve.: .:the. J.J.:tfl..uc...:tull..e. ofi public.. inve6:tme.n.:t. 

In .:thi-6 c..o n.:te.x.:t' a Wa.6 .:the.oll..e.tic..a.tfy .6 hown in c hap.:tVt 4 ( e.qua:tio n 9 J .:that: 

n 

L. 6. Y.(.:t) 
j = 1 f 

n 

L 
j = 1 

y. (;t) 
j 

I (;t) 

Y(.:t). 

n 

L 
j = 1 

g.A.-na 
r J J 

whic..h WM in.:tVtpll..e..:te.d .:to mean .:that .:the. 11..ate. ofi g11..ow.:th ofi output de.pe.nd-6 on .:the. 

ll..ctte. ofi -i..nve6.tme.n.t and .:the. J.J.:tll..uc...:tull..e. ofi inve6:tme.n.:t. The. J.J.:tfl..uc...:tUil..e. ofi inve6:tme.nl, 

d w<u fuc..U6.6e.d, i-6 .:the. J.Je.c...:toll..ai c..ompoJ.Jilion ofi -i..nve6.tme.n.t weighted by .:the. 

ll..e6 p e.c..ti v e. .6 e.c...:toll..a.t i nc..ll..e.m e.nta.t c..apLtal-output ll..a:ti..0-6 • 

An anaiyJ.JiJ.J o6 .:the. J.J:tJwc...:tUil..e. o6 inve6:tme.n.:t in India aMume.6 J.Jign-i.Qic..anc..e., 

. given .:the. 6ac...:t .:that .:the. 11..ate. o6 inve.tJ:tme.n.:t ha.6 ll..e.maine.d, moll..e. oil.. .fe.6.6, c..ono.:tan.:t 

ovVt :tUne. ( Chap.:te.~~.. 2 l J.Juc..h .:that .:the. 11..a:te. ofi gll..ow.:th ofi. output would, .:to a faJtge. 

e.x.:te.n.:t, be. de..:tVtmine.d by .:the. J.J.:tll..uc...:tUil..e. o6 inve6.tme.n.:t and .:the. c..hange-6 .:thVLun. 

Within .:the. .:the.oll..e.tic..a.t nfl..amWOil..k laid out -in Chap.:te.ll.. 4' d Wa.6 obJ.J e.ll..ve.d 

.:that a c..hange. in .:the. J.J.:tll..uc...:tull..e. ofi inve6:tme.n.:t c..an emanate. fill..om UthVt a c..hange. in 

.:the. ai-foc..a.tion o6 inve6:tme.nt ac..ll..0-6.6 .6 e.c...:totr/ oil.. fiJtom a c..hange. in .:the. inc..ll..eme.n.:ta.t 
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c.ap.{.Xa£-ou:tpu:t na;tto-6. CoMequ.en:tty, oWl. ciL6c.uM-<.oM on. :the -6:tfl..uc.:tufl..e o6 

-<.n.ve-6tmen.:t -6:ta!t:ted wah an. an.al..y-6-<--6 o6 :the c.omp0-6ilion. o6 public. -<.n.vutmen.:t 

by -<.n.dU-6:tfl..y o fJ U-6 e ( Chap:ten 5 J an.d :that by :type o 6 aM~ -6:tfl..uc.:tUfl.e ( Chap:ten 6 J , 

6ollowed by a ciL6c.U-6-6-<.on. on. :the -<.n.c.fl..emen.:tal c.ap{;tal nelatioMhlp o6 public. 

-<.n.ve-6tmen.:t :to output ( Chap:ten 7) • 

To :the. e.x:te.n.:t :that public. -<.n.v e-6tmeni: ac.fl..o-6-6 -6 ec.:toM, -6 ub--6 ec.:toM a.n.d 

d-<-66enen.:t -<-mpac.:t-6 on. :the. e.c.on.omy -<-n. gen.efl..al an.d -<.n.diLorua£ .oec.:ton -<.n. pafl..tic.ulan, 

wah va.ny-<.n.9 degnee-6 o-Q d-<-fl..ec.:tn.e-6-6, a fuaggnegate.d -6:tudy o-6 public. -<.n.ve-6tme.n.:t 

beM-<-n.g on. :the nate o6 gnow:th. 

A ciL6aggnegate.d an.aly-6_{_,6 o6 public. -<.n.ve-6tme.n.:t by -<.n.dM:tfl..y o6 Me. -<.n.d-<-c.ate.d 

:that :thene. ha-6 n.o:t been. d -6 e.c.ula/1. de.c.lin.e. -<.n. public. -<.n.v e-6tme.n.:t a.:t :the. -6 e.c.:tofl..al 

,f.e_v el. Th ottg h m0-6:t -<.n.dU-6 briaR.. c.cde.g ofl__{_u d-<-d 6ac.e. an. -<.n.v utme.n.:t c.u:tbac.R. dUf1.-<.n.g 

:the. plan. holiday, a WM ciL6 pno pofLt.[on.ately bonn. e. by :the. :tefl..tiany -6 ec.:ton. 

In.dMrual c.a.:te.go!(__{_u hav-<.n.g a d-<-fl..ec.:t beafl__{_n.g on. :the. pen6onman.c.e. o6 :the. 

-<.n.dU-6 rual -6 e.c.:to fl.. li R.e. ag fl__{_c.u..U:u.Jr.. e. an.d -<.n. 6 fl..M :tfl..uc.:tWl.e. ( whlc.h -<.n.c.R..ud e-6 Ef..e_c.;t!(__{_U;ty 1 

GM an.d Wa:ten 1 tvkn.-<-n.g an.d Qua.nny-<.n.g 1 P.cUf.W.u.f and T fl..an!.l pofl..:t by a :theA mc.an6 J have . 

ne.ven -bac.ed an J.nvu:tme.nX: -6iowdown. In. &ac.:t :the. na:tu o6 gnow:th J.n :thue -6e.c.:toM 

have. be.e.n. -<.n.c.ne.MJ.n.g oven time. Even. dufl__{_n.g :the. pian. holiday-6, pubuc. -<.n.vu:tmen.:t 

J.n. agfl__{_c.uf..:tWl.e. gne.w a.:t a nate. o 6 about 7% pen annum. CoM equ.e.n.:t upon. ill ne.R..a:t-<-v ely 

high na:te-6 o6 gnow:th :the. -6ha.ne. o6 J.n.-QnM:tfl..u.c.:tUfl.al -<.n.vu:tme.n:t -<.n :total pu.buc. 

-<.nve.6:tme.n.:t ha-6 -<.n.c.fl..eMe.d 6nom 33% J.n 1960-61 :to 45% -<.n 1981-8Z. 

The. d-<--Qt)e.fl..e.ntial nate-6 at) gnow:th o6 pu.buc. -<.nve.6tme.n.:t ac.no-6-6 -<.ndU-6rual 

c.a:te.gofl__{_e.6 have. fl..e.6ul:te.d J.n a -6hl-Q:t J.n :the c.ompo-6ilion at) public. -<.nvu:tme.n.:t oven 
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.:time.. The. .olu·Qt JA .ouc.h, thcd :thVte. JA a movemevzX: CWJay 6Jtom the. .oub.o e.c.toJt 

tJtanopoJtt, c.ommunic.at{_on and tftade., and :towaJtd.o the. .oub.o e.c.toJt 6-£nanc.e., c.ommunity 

and peMonal .6Vtvic.e.o. 06 :the. :flJJo oth.Vt .oub-.oe.c.toM viz. PftimaJty and Se.c.ondM!j, 

wWe the. fioJtmeJt' .o c.ontftibu.tion to the. qJtowth in public. inve.otme.vz,t ha.o Jtemaine.d 

c.onotant, thcd o6 .o e.c.onda.Jttj .o e.c.toJt ha6 inc.Jte.a6 e.d l5y about 1 0 pVtc.e.vzX:age. point.o. 

The. de.c..f)_ne. in the. .ohaJte. ofl tftanopoftt, c.ommunic.at{_on and tJtade. in pubLic. inve.otme.nt 

JA e.nti!tely due. to a flail in the. inve.otme.nt in fW.A_.f_way.o, and tJtade., hotel and 

Jte..otauJtant. The. de.c.Une. in the. inve.otme.nt in !'l.Ovil_fJXLy.O, il wa.o aJtgue.d, wa.o the. 

e.66e.c.t JtcdheJt them the. c.au.oe. o6 indu.orua..t de.c.ele.Jtat{_on. 

A:t anothe.Jt level on fuaggJte.gation we. ana..ty.oe.d the. c.hange.-6 in the. a.o.oet 

.o;tJwc.tuJte. o6 public. inve.otme.nt ( ChaptVt 6) by indu.otfty o6 u.oe. and a..t.oo the. type. 

o6 authoftdy wilh a viec,v to obtain an idea v{J the. ~66e.c.t o6 inve.otme.nt an augmenting 

c.apU:a..t .otoc.k. o6 the. .e.c.onomy in ge.neJta..t and the. natuJte. o6 demand ge.neJtate.d by 

public. inve.otme.vz,t in pafttic.ulaJt. It wa.o ob.oVtve.d thea the. c.utbac.k. in inve.otme.vz,t 

dUJting the. plan holiday Wa6 fupJtopoJttioncdely boJr.ne. by the. c.onotftuc.:t{.on c.ompone.vz,t 

of1 {Jixe.d c.apital {JoJtmation. 

MoJte impoJttavz,t, howe.vVt, JA the. c.hcmge. that ha6 tak.e.n plac.e. in the. a.o.o e.t 

c.ompo.oLtion o6 public. {nve.otme.vz,t. Con.6e.que.vz,t upon the. Jtelat{_vely 6MtVt Jtate. o6 

gfto~,nth o6 the. mac.h_{.ne.Jty and equipment c.ompone.vz,t o6 c.ay.Uj:a..t fioJtmat{_on theJte. hM 

be.e.n a c.le.a.Jt .6 hint in the. a6.6 e.t .otJr.uc.tuJte. o6 public. inve.otme.nt, .ouc.h that the. 

p!topomon o6 mac.!Unc.Jty a.n.d equipment in pubLi_c. inve.otme.vz,t ha~.> moJte. than double.d. 

It ha6 inc.Jte.a6e.d flJtom 79% in 1950-51 to 40% in 1981-82~ Th.JA, il wa.o aJtgue.d, me.ant 

that the. "c.apita..t good6 inte.noi:ty" ofl public. inve.otme.nt hM be.e.n inc.Jte.Minq whic.h 

will have. implic.at{_on.o on the. ncduJte. o6 de.mand ge.nefl:ate.d by public. inve.otme.n;t and 

ill impac.t on gJtowth o6 the. indu.otJria..t .oe.c.toJt. 

AnothVt a6pe.c.t ot} public. inve.otme.n;t,. laJtgely ne.gle.c.te.d, whic.h ha.o a be.a-ung 
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011 the gJtow:th pe!Lno.IVrlanc.e on the ec.o11omy V:. ill in6tab.{lj_;ty. FJtom oWt anai.y.oV:. 

on the in6tabili;ty o{J public. inve.otment a Would appe.M that moJte tha11 the de.c.li11e 

( dU!Li110 the p.ta11 holiday) and Jte...tativ e...ty .o.toweJL !Late. on gJtowth i11 .o orne. .o e.c.toM 

a6;te!t the p.ta11 hoUday, a wa.o the. i11c.Jtea.bed iMta.b.{lj_;ty on pubuc. i11ve..otme11t whic.h 

wou.td have. hampe!ted the. gJtowth ofJ the e..c.o11omy. 

aU the i11du.ot~Lia.t c.atego!Lie.o. Th.V:. i11c.Jte.a.oe.. i11 the. iY.ll.ltabi.tity on public. i11ve.otmne..t, 

a WO.!.> atcgued, c.ould have had ge.l1e.tl.aLL6ed gJtowth Jte.ta.Jtding enne.c.t.o. Pubuc. Inve.otme..nt 

apa!Lt (Jtcom iYidudng V:. a.t.oo a medium ofl t!Lan6mati11g in6tabi.tity (the.. p!tec.i.oe me.c.ha-

n.V:.m o(J whic.h 11eed.o to be. woJtb.e.d out) to va.Jtiou.o otheJL .oec.toM whic.h c.ould have. 

c.Jtea:tecf imba'-anc.e.o in :the il1te!L.6ec.toJtai. Jte...ta.ti.on6hip.o .teading 'to va.Jtiou.o type.o on 

c.on6t!Laint.o· and bol'..ti.ene.c.k. on gJtowth. . . 

A6 :to what would be impac.t on :the. pa:tte.Jtn on gJtow:th and in6:tabili;ty i11 public. 

inve.otment on :the gJtow:th .PeJLn o.IVrla11c.e on :the. ec.onomy wilt a.t.o o be. de..te!Lmine..d by :the 

Jte.fo;.t.{_on.ohip a be.a!L.6 wah p!Livate inve.o:tme..nt. 

On :the ba.oV:. o(J empbU.c.a.t evide.11c.e, it wa.o Mgue..d ( Chap:te!L '2, 5 a11d 6) :that 

:theJLe doe.o not .oeem to be a po.oilive Jte...ta.:tioMhip bwve..e.n public. a11d p!Liva.te.. il1ve.o:t

me.nt in :the. pe..Jtiod afite!L :the p.ta.l1 holiday, whe!Le..M pltioJt :to a :theJLe )A e.vide..nc.e. 

ofl .ouc.h a Jte...tation6hip. 1;t wa.o .ohown :tha..t, not on.ty. doe.o the po.oitive.. .tr.e...tatio11.6h.i,.p 

c.o;.t.i_on a11d t!Lade.) a f:.~ome..o .oigniflic.ant.ty 11egative.. while -i.n o:theJL .Oec.toM (lik.e. 

manunac.tU!Linfj) a )A negative.. . The. I b.tr.eak.ing-ofi n I on :the Jte...talion6hip at the. 

aggJte.ga:te .te..ve.t, a.o WM ob.o.vr..ve.d in Chap:teJL '2, c.ould be att!Libu:ted :to a .Ohi·O:t in 

:the c.ompO.Oilion o{J pub-f.ic. inve.otme.Vl.t i11 navOUJt on {Jinanc.e., c.ommun-i.;ty and pe!L.60Yl.af.. 
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A .o-i.r:~VU:.flic.an:t {)e.a:tWU! .. o{J -the. po.o;_;t;_ve:.lne.qative. tr..ef..atioru5h)..p be;twe.e.n pub.f)..c. 

and p!Uva:te. -i.nve..o:tmen;t -i.n ge.ne.tr..ai, ;_,o m unlagged na:tutr..e.. Thl-6 wou£d -i.nd;.c.a-te. 

:tha:t :the. tr..ef..ationl> h-i.p be.:tiA.re.e.n :the. :t»JO ;_,o .o uppf.y .o-i.de. ba.o e.d tr..a:th e.tr.. :than demand 

ba.oed, whi_c.h by :the. ve.tr..y na:tutr..e. o{J ill ope.tr..ation ough:t :to have. be.e.n f.agge.d. 

A .o-i.m;_f_atr.. unlagge.d negative. hetatioMrvLp, whlc.h -W .o:ta;t;_,otic.aliy .o-i.gM{J-i.c.an-t 

wa.o ob.oe.tr..ve.d be.:twe.e.n :the. c.oM:ttr..uc.tion c.ompone.Yih o{J public. .oe.c.:totr.. c.ap.ita.t {Jotr..ma;t;.on 

and .that -i.n :the. p!Uva:te. .oe.c.:totr... Thl-6 negative. tr..ef..al:-.i .. oMhlp wa.o .oought :to. be. e.xpbiine.d 

.{.n :tvrm.o o{J a. c.ompe.tition be.:twe.e.n :the. :two .oe.c.:toM {Jotr.. .oc.atr..c.e. phy.o-i.c.af. tr..e..ooutr..c.e..o :that 

go -i.n:to c.oru5:t!r..uc.T.A..on c.ay.U;tal fiotr..mation. 

An -i.n:te.tr..e..oting p-i.c.:twr..e. e.me.tr..ne..o whe.n liJe. po.oil .. the..oe. emp.{.!Uc.ai...ty ob.oe.tr..ve.d 

tr..etation.ofup.o be;twe.e.n public. and p!Uvate. .{.nve..of.:me.n:t, wilh -the. above. .OW'lm~e.d 

{J-i.nd;.ng.o tr..egatr..dA..n.q :the. patte.tr..n ofl qtr..ow:th o{J · pubf)..c. -i.nve..o:tflle.n:t. The. .oub--5 e.c.lotr.. 

wfUc.h l1o.-6 botr..ne :the. btr..un:t o{) :the. .<.nve..o:tme.n:t 'cdbac.k. aflteJr.. 7965-66 .{..e • .:tJr.an.orotr..t., 

c.ommwuc.ation and :ttr..ade. ;_,o :the. one. -i.n wh)..c.h public. -i.nve..o.tme.n:t be.a.M a .o-i.gn;.n;_c.an;t.l.y 

ne.gativ e. tr..etatioMhlp :to ptr...{.vate. .o e.c.:totr.. .{.nve..of.:me.n:t, dutr...{.ng :the. .oame. pruod. T~ 

wou£d me.an :that a de.wne. -i.n public. -i.nve..o:tme.n:t wou£d be. c.ompe.n.6a:te.d, ade.qua:tety 

otr.. motr..e. :than ade.quatety, by a we. -i.n :the. ptr...{.vate. _{_nve..o:tme.n;t de.pe.11d;.ng on :the. 

eY..cuJJ_j_·u/y at) p!Uvate. .{.nve..o:tme.n:t wuh· tr..e..ope.c.:t :to pubUc. .{.nve..o:tme.n:t. A c.on.oe.que.nc.e. 

c•fl .ouc.h a .ofu{J:t wouf.d be. a c.han,qe. -i.n :the. c.ompo.oilion o6 aggtr..e.gate. .{.nve..o:tme.rut -i.n 

:t~ .oe.c.:totr.., :to :the. e.xte.n:t :the. c.ompo.oilion o6 pubUc. -i.nve..o:tme.n:t d;.6{Je.M {Jtr..om ptr...{.vate. 

-i.n v e..o :tm e. n:t • 

The. .oame. .oiluation e.~.to -i.n :the. c.a.oe. o6 c.on.o:tJw.c.tion c.ompone.n:t o6 C.apilaf. 

{Jotr..ma.tion. A.o wa.o fuc.u.o.oe.d ;.n d~ -i.n Chapte.tr.. 6, -i.n :te.tr..m.o o6 :the. a.o.oe.:t .o:ttr..uc.:tutr..e. 

o{J wbuc. -i.nve..o:tme.n:t :the. de.c.Une. .of.ow gtr..ow:th -i.n pubUc. -i.nve..o:tme.m ha.o be.e.n c.onc.e.nttr..a:te.d 

-i.n c.on.obwc.tion c.ap.{;tai. {Jotr..ma;t;.on, _whlc.h M :the. c.ompone.n:t :that be.atr...o a .o.{.gMMc.anUy 

ne.pative. tr..e.f.a;t;.on.oh.;.p :to ptr...{.vate. .oe.c.:totr.. c.apdaf. ~otr..mation .{.n c.orv5:ttr..uc.tion. He.tr..e., a.o 



above, a deiline in public. invu;tment would be c.ompeY1.6aA:ed by a we in -the ptr..ivaA:e 

.oec.-toft invu-tment. Howeve.Jt, ivt -thi-6 c.a.oe --the.Jte need no-t be a .ohlt}-t in -the. c.ompo.oi-tion 

a.o -the ma-teftiaL6 going in-to c.ap{;ta.l. t}o!tmation in c.oY1.6t.fw_c.tion aJte u.oen.tiall.y -the 

.oame, -though -the pftopoilioY1.6 ma.IJ Va!tlJ. 

To genetc..aLil> e, it} a. t}all. in public. invu.tmen.:t i-6 c.ompeY1.6aA:ed by a. we in 

p!UvaA:e .oec.-toft invu-tment avtd vic.e veft.6a,. -the tevel. at} aggftega-te invu-tment will be 

maintaivted, -though ill c.ompo.oilion may c.havtge. 

The poMibili-ty o 6 exptain.ivtg a.o -to whdhe.Jt il wa.o ftequifted -to maintain -the 

.oaine level o6 c.a.pila.l. fio!tmation a.o in .the pfte 1965-66 pruod 6oft d..c.hlevivtg a de..oifted 

/ta-te o6 gftow-th, lie..o in a c.ompa.Wovt o-6 c.api.ta.l. .o.toc.R. (Oft {Jtowl wah ou-tpu-t. Suc.h 

an c.ompa.Won wa.o c.aftftied ou-t in Chap.te.Jt 7. 

Ouft avta.l.y.oi-6 o 6 -the inc.Jtem e.nta.l.. ftel.atio Yl.6 hlp o 6 public. ivtve..o.tme.n.:t -to ou.tpu.t 

fte.v e.a.l.ed -tha-t -the.Jte. ha.o be.e.n a .o ub.oi.avr.tiat de.iline in -the inc.Jtemen.:ta.l. c.apilat -ou.tpu.t 

Jta-tio o {1 -the public. .o ec.-toft. Thi-6 deiline, it wa.o emp,(}Uc.all.y e..o.tabw hed, i-6 due 

-to a dec.Uvte in -the individuat inc.Jtemen.:tat ..:.a.p{;ta.l. ou.tpu.t Jta.tio.o in all. .the ivtdu.o.th.ia.l. · 

c.a.-tegotr..ie.o, wilh -the exc.eption at} el.ec.-tftic.i.ty, ga.o, avtd wa-te.Jt, and :tfLaY1.6poft-t by o-the.Jt 

meaY1.6. The dec.Uvte in -the a,qgftega;te avtd individual. inc.Jtemen.:ta.l. c.a.pilat-ou.tpu.t Jta.tio.o 

c.an be ~bu.ted -to a dec.line in -the pftopoilion at} c.oY1.6:tfLuc.tiovt c.ompovten.-t o6 c.apita.l. 

t}o!tmation in -the public. .oec.-toft'. CoY1.6t.tw_c.tion c.apila.l. t}o!tma;U,on in public. .oec.-toft -tend-6 

-to Jtai.oe. -the inc.Jtemen.-ta.l. c.apitat,-ou.tpu.t ftatio bec.a.u.oe il ha.o long _ge..o-tation lag.o, 

dou no-t give diftec.-t ftdu/tY1.6 in -teJtm.o o6 ou.tpu.t (e.g. Road-6 and b!tidge..o J -though il 

inc.Jtea.o u -the inc.ome q ene.Jtatinq c.a.pa.c,.Uy o 6 ma.ny .6 ec..toft, and a.1..6 o in c.eft.tain c.a.o e.o 

[e.g. iJthigation pftojec.-t-6) ill oupu-t c.a.nno-t be ac.c.ounted t}oft. 

Thi-6 t}ind.ing que..otioY1.6 .the "inc.Jtea.oing ine6 6ic.ienc.y hypo.the.oi-6" o6 c.apila.l. 

inve.o-tmen.:t: in India ba.oed on :the my.thic.a;t !U..6e o6 -the inc.Jtemen.-ta.l. c.a.pila.l.-ou.tpu.t 

M-tio.o in -the public. -6 ec..toft. 
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M apaino:t :th.L6, vie.win.a :the. g~ww:th na:te. a.6 a pnoduc.:t ofi :the. inCJr.e.me.n:ta£ 

c.apilal-ou:tpu:t ncdio and :the. nate. o6 invu.trne.n:t, in a -Oimpfutic. a.c.c.ou.vtting {)na.me_

wonk, il i-6 implied :tha:t with a de.wne. in :the. public. ,oe_c.:ton inCJr.e.me.n:ta£ c.apUa£ 

ou:tpu:t natio ({)nom 8.84 in 7965-66 :to 5.74'in 1981-82) :the. na:te. ofi invu:tme.n:t 
. 

ne_q(L{Ae_d :to maintain :the. -Oa.me. gnow:th na:te. ofi ou:tpu:t woUld be_ muc.h {e6.6 ( 11% J in :the. 

.ta:te.n pe.niod, a.6 c.ompane.d :to :tha:t ( 79% J in :the. e.a.nlie.n pruod. 

To c.onc..tu.de., il WM angue.d in :th.L6 .6:tudy, in onde.n :to uv.z.de.M:ta.nd :the. impac.:t 

Oo public. invu.trne_n:t on indM:tfl.ia£ qnow:th, one_ hM :to go beyond :the_ notion o{) a.ggne_ga:te_ 

public. invu.trne.n:t M a homoge.noM magnitude.. In n'e..ta.ting public. invu.trne.n:t :to gnow:th, 

ofi public. invu.trne.n:t. 

A .6:tudy along :thue. linu WM a.:t:te.mp:te.d. The. e.mpi!U_c.a£ nuu.U.-6 annive.d a:t wou.td 

-~ e.e.1n :to have_ a dUte.c.:t beaning on .two e.xp.tana.tiov1-6 ofi indM:tfl.ia£ de.c.de.na.tion viz. :the_ 

public. invu.trne_n:t bMe.d hypo:thui-6 and :the_ inCJr.e.a6inq ine.{)fij_ue_nc.y o{) c.apila£ invu.trne.n:t 

hypo:thui-6. Bo:th :thu e. e.xp.ta.na.tiono do no:t .6 e_e_m :to ge.:t va.Uda;te_d by :the. available. 

e.mpi~c.a.f evidenc.e. 
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