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Preface

The Sub-National Accounts Committee was formed by the Gazette Notification dated
27" June 2018 with the initial tenure of one year. The tenure of the Committee was
extended for a period of another year till June 2020 through the Notification dated 26t
July, 2019. The Committee submitted an interim report in September, 2019 based on
the discussions in the first five meetings of the Committee.

First and foremost, the Committee would like to sincerely thank Ministry of Statistics
and Programme Implementation for recognizing the need for the constitution of the
Committee and providing the opportunity to explore and review the methodology for
estimation of the Sub-National Accounts. The Committee would like to place on record
its appreciation for the various State DESs for attending the meetings and thereby
showing their commitment to the cause and mandate of this Committee. Their
participation and cooperation in providing necessary information, besides contributing
many valuable suggestions, enabled the Committee to carry out its task smoothly. I
would like to express my gratitude to the non-official members-Prof. Goldar and Dr.
Kulshreshtha for their active and efficient support. Shri Kolli attended only one meeting
of the Committee and regretted his inability to continue on the Committee on health
ground. The National Institute of Public Finance and Policy extended support to the
Committee by nominating Prof. Bhanumurthy who regularly attended the meetings and
contributed effectively. I also acknowledge the dedicated commitment and support by
the RBI officials - Dr. Goutam Chatterjee, Dr. G.P. Samanta and Dr. O.P. Mall - at every
stage of the Committee’s deliberations and useful data collection on financial sector. |
would also like to specially thank Prof. Deepak Sethia from IIM Indore, Smt. T.
Rajeshwari from Ministry of Water Resources, Government of India and Shri Piyush
Bajpai and his team from Nielsen India for presenting their research work on the
subject to the Committee. [ am also grateful to Prof. Deepak Sethia for useful discussion
and help in the literature review pertaining to the expenditure side of GSDP.

On behalf of the Committee, I would also like to appreciate the active involvement by
the Ministry officials, particularly Shri Pravin Srivastava, Dr. Mamta Saxena, Shri N.K.
Sharma, Shri. S.V. Ramana Murthy, Shri Purnendu K. Banerjee, Shri Brijendra Singh, Smt.
Kanchana V Ghosh, Shri Neeraj Kumar Srivastava, Shri S.L.S. Naqvi, Smt. C.H. Honey, Smt.
Mini Prasanna Kumar, Smt. Ankita Singh and Shri Rajeev Kumar; for their participation
in the meetings clarifying several technical points and for numerous suggestions in the
course of a number of formal and informal meetings.

As Member-Secretary of the Committee, Shri N.K. Sharma has handled all the matters
relating to the Committee including the final stages of the present Report very
efficiently and meticulously. I acknowledge the efforts of Dr. Sudeepta Ghosh, Deputy
Director, NAD for preparing the zero level draft of the report based on the minutes of
the meetings of the Committee and the directions given by the members. [ also
appreciate special efforts and contribution made by Smt. Poonam Gupta, Deputy
Director, NAD and her team for successfully conducting the meetings and providing the
logistic support. This report owes a lot to the dedicated involvement and untiring



efforts put forth by all the officers of the National Accounts Division in all the meetings
of the Committee and in seeking support from State DESs.

All members of the Committee have contributed immensely to the deliberations of the
Committee. On behalf of the Committee on Sub-National Accounts, I submit this report
and hope that the work of the Committee will help in improving the quality and
reliability of the estimates of Sub-National Accounts substantially. The Committee has
kept the users’ perspective in mind throughout its work.

(Prof. Ravindra H. Dholakia)

Chairman
New Delhi

March, 2020
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ACNAS Advisory Committee on National Accounts Statistics
AIDIS All India Debt and Investment Survey

ASI Annual Survey of Industries

ASSSE Annual Survey of Service Sector Enterprises

ASUSE Annual Survey of Unincorporated Sector Enterprises
CACP Commission for Agricultural Costs and Prices

CBRI Central Building Research Institute

CCS Cost ofCultivation Study

CFC Consumption of Fixed Capital

CAG Comptroller and Auditor General

CIFRI Central Inland Fisheries Research Institute

CIN Company Identification Number(also Corporate Identity Number)
CIS Change in Stocks

CoE Compensation ofEmployees

COFOG Classification of Functions of Government

COICOP Classification of Individual Consumption According to Purpose
COCSSO Conference of Centl and State Statistical Organaions
CPI Consumer Price Index

CPIC Consumer Price IndexCombined for rural and urban areas
CPHW Consumer Price Index for Industrial Workers

CRA Committee on Regional Accounts

CSO Central Statistical Organization / Office

DDG Deputy Director General

DDP District Domestic Product

DES Directorate / Department of Economics and Statistics
DGCIS Directorate General of Commercial Intelligence and Statistics
DGVA District Gross Value Added

ESD Economics Statistics Division

FC Finance Commission

FISIM Financial Intermediary Services Indirectly Measred

GCF Gross Capital Formation

GDHI Gross Disposable Household Income

GDP Gross Domestic Product

GFCE Government Final Consumption Expenditure

GFCF Gross Fixed Capital Formation

GG General Government

GST Goods and Service Tax

GSTN Goods andService Tax Network

GSVA Gross State Value Added

GSDP Gross State Domestic Product




GTI Gross Trading Income

GVA Gross Value Added

GVAPW Gross Value Added Per Worker

GVO Gross Value of Output

HCE Household Consumption Expenditure

HDI Human Development Index

HH Household

HLCESI High Level Committee for Estimating Saving and Investment
HSD Horticulture StatisticsDivision

IBM Indian Bureau of Mines

IC Intermediate Consumption

ICAR Indian Council of Agricultural Research

IGFRI Indian Grassland and Fodder Research Institute
[IM Indian Institute of Management

[P Index of Industrial Production

IARNIW Indian Association for Research in National Income and Wealth
IOTT Input-Output Transactions Tables

IPP Intellectual Property Products

KVIC Khadi and Village Industries Commission

LI Life Insurance

MCA Ministry of Corporate Affairs

MoAgFW -ET EOOOU 1T &£ ' COEAOI OOOA AT A &A(
MPC Monetary Policy Committee

NAD National Accounts Division

NVA Net Value Added

NDE Non-Departmental Enterprises

NIC National Income Committee

NIPFP National Institute of Public Finance and Policy
NPISH Non Profit Institutions Serving Houséolds
NSC National Statistical Commission

NSDP Net State Domestic Product

NSO National Statistical Office

OS Operating Surplus

PDS Public Distribution System

PFCE Private Final Consumption Expenditure

PLFS Periodic Labour Force Survey

PLI Postal Life Insurance

POSB Post Office Savings Bank

RBI Reserve Bank of India

RERA Real EstateRegulatory Authority

Rol Rest of India

RoW Rest of the World

SDP State Domestic Product

SSB State Statistical Bureau




SSS

State Sample Survey

SUT Supply and Use Table
TOR Terms of Reference
uT Union Territory

w.e.f. with effect from
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1.1 Background

1.1.1 The regional accountsare expected toplay an important role in the formulation,
implementation and evaluation of regional policiesn a federal setup like India. Very often,
regional indicators derived from them are used for assessingperformance of regional
economies besides measuring geographicalisparities in development Objective, reliable,
consistent, relevant and harmonized regional statistical indicatorsiot only provide a firm
foundation for policies aimed at reducing economic and social disparitieamong different
regions of the country but also generate significart inputs for local public policies The
single most comprehensiveindicator of the economic activities and hence the progress
taking place in an economy is the aggregate incom8ince the subnational regional units
like Sates and Districts are essentialy open economies where not only factors of
production, goods and services flow freely but also the factor payment flows are substantial
across the boundaries, the difference betweenthe income originating within the
geographical boundaries and the incomeccruing to the normal residents of the regional
units could be significant. On account of practical difficulties in data collection, the regional
income in India has traditionally been estimated only as the domestic product originating
within the geographical boundaries of the regional unit. Thus, the State Domestic Product
(SDP) and District Domestic Product (DDP) are the only estimates of aggregate incomes at
the respective regional levels in the country. These SDP estimates are of considerable
importance to the individual States as a measure of their growth as well a$ structural
changes andshifts within the States. The international Standard System of National
Accounts (SNA) 2008 does not provide any guidelines for the regional accourdsd hence,
the member countries need to devise their own regional accounts and statistical indicators,
taking into consideration their specific needs, circumstances, data systems andvailable
resources.

1.1.2The first Committee on Regional Accounts(CRA) was set up in May, 1972 with the
following terms of referenceas given in its First Report (CRA, 1974)

(@) To consder and advise on the levels (State, iBtrict or other regions) at which
Accounts should be prepared

(b) To devise a system of regional accounts antesidard supporting and supplementary
tables for adoption by all the states

(c) To suggest measures for building up regional accounts in the country taking into
consideration the availability of data and requirements of Central and State
Governmens;



(d) To examire the concepts, definitions and classifications for preparation of regional
accounts and to lay down guidelines

The CRA submitted itsfirst report in 1974 and the final report on 1976.

1.1.3The First National Statistical Commission (2001) Chaired by Dr.C. Rangarajan
emphasizedin one of its recommendations on the need for an institutionalized interaction
between National Accounts Division NAD) at the Centre and State Directorates/
Departments of Economics and StatisticsDES) through periodical meetings to discuss the
weakness in data andpractical problems to resolve the issues in mtually agreed way so
that the reliability, timeliness and credibility of the whole System of National Accountgan
be improved.

1.1.4.Advisory Committee on National Accous Statistics ACNAS in its meeting held on
21.03.2017 decided that the next base year for National Accounts be 2613. The Hon'ble
Minister of Statistics and Programme Implementation also announced in the Press Release
dated 15.02.2018 that the Ministry was proposing to initiate steps torevise the base years
of Gross Domestic Product GDB, Index of Industrial Production(lIP) and Consumer Price
Index (CP) to accommodate and factor the changes that take place in the economic scenario
of the country. Further it was also mentioned in another press release dated X5.2018 that
the new base year for GDP and IIP will be 20118 and for CPI it will be 2018.

1.1.5However, later on the 4t meeting of theReconstituted ACNAS held 0r80.10.2019, felt
that 2017-18 was not an appropriate choice for base yeasince it wasnot a normal year
and requisite data was also not availableflhe ACNASecommended that 202621 should be
consideredas the next base of National Accounts.

1.1.6Whatever be the base year,he base year revision exercise involves, other than
focusing on changing the prices of the base year and incorporation of the newativities and
products in the market, a couple of other factors alssuch as changes in global prescriptions
and new data sources First and foremost a comprehensive review of the existing
methodology and the datasources usedfor the estimation is done. It is examined whether
there is scope for further improvement ofthe methodology and/or concepts and definitions
to arrive at more precise realistic and useful estimates. Alsqit is carefully assessedas to
how far the relevant SNA guidelines can be implemented anadhered to. Last but not the
least, theexisting data sources are thoroughly examined and possibilities ofising new or
different data sources are exploredRobust new data sourcesif exist, areincorporated in
the estimation procedure for the improvement of the estimates. In this context, it bemes
imperative to examine the availability of data and methodological issues at the State level
too and also to laydown specific guideines for the improvement of theGSDP estimates.



1.1.7Recognizing the importance of the BP, the Committee for SubNational Accounts was
constituted through the Gazette Notification dated 27" June, 2018(Annexl) under the
Chairmanship of Prof. Ravindra H. Dholakia, Retired Professor, IIM, Ahmedabad, with
following terms of reference:

(a) To review the concepts, definitiors, classifications, data conventions, data sources
and data requirements for preparation of State Domestic Product (SDP) and District
Domestic Product (DDP) and to lay down revised guidelines.

(b) To suggest measures for improving SDP and DDP in the country tagirnnto
consideration availability of the data and requirements ofthe Centre and
States/Union Territories.

(c) To suggest State level annual/benchmark surveys keeping in view the needs of the
System of National Accounts especially in view of the next base yeavision.

1.2  Composition of the Committee
1.2.1The Caonmittee for the SubNational Accounts composd of.

I. Prof. Ravindra H. Dholakia Retired Professor, |IM (Ahmedabad)
Chairperson (NonOfficial)
il. Prof. Bishwanath GoldarFormer Member, NSOViember(Non-Official)
iii. Shri Ramesh KolliiFormer Member, NSQViember (NorOfficial)

iv. Dr. A.C. KulshreshthaFormer ADG, CSMember (NorOfficial)
V. Representative of National Institute Bfiblic Finance and Policy (NIPERew
Delhi- Member
Vi. Officer-in-Charge, Department of Statistics and Information Management
(DSIM), RBiMember
Vil. Representative of NSSO, MoSRIember
viii. Director, Directorate of Economics and Statistics, Gujakég&mber
iX. Director, Directorate of Economics and Statistics, Kerd@mber
X. Director, Drectorate of Economics and Statistics, Rajastidember
Xi. Director, Directorate of Economics and Statistics, -Gé&ember
Xil. Director, Directorate of Economics and Statistics, AssdMamber
Xiil. ADG/DDG, NAD, CSO- Member Secretary

1.3 Comments and Interpretation of the TOR

1.3.1The Committeeis constituted to review the methodology of the State level gtimation
and suggest methodological improvementsas these estimates would be very usefuot only
in measuring the effects of implementation of planned programn® projects and policies
but also in providing important inputs for analyzing the situation, proper identification of
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problems and designing necessary interventiondn view of such concerns, the TOR for the
Committee needs to be considered in broader pspective. The estimates of the State
Income should not only be the most appropriate, but also be available in time for their use in
public policies. Given the usual lags in receiving comprehensive information and data for
preparing firm estimates of Statelncome, this would require preparing different types of
estimates in line with the national level estimates and adhere to the prannounced
calendar. Moreover, the quality of the estimates in terms of their reliability and robustness
has to be ensured paicularly because the estimates of income should reflect the ground
realities and current developments at the regional level.The question of the frequency of
estimates in terms of quarterly estimates at the State level or annual estimates at the
District level has to be viewed from this anglekinally, since the user perspective is getting
increasingly recognized; only sectoral break up of GSDP from the supply side may not be
sufficient to provide useful information for the State economy. The demand side of the story
captured by the Expenditure side should also be attempted to provide the better picture of
the State economy The Committee interpreted its TOR to enhance the scope andverage

of the GSDP to include estimation of whatever components of aggregate expenditures as
possible. The Comnittee worked with a clear focuson improving the State level Estimates
which in turn would improve the estimatesfor the District Domestic Product (DDP) as they
are primarily compiled using the allocation of the State level estimates.

1.3.2Apart from these, in view of the up-coming base revision suggestions from the States
had to be sought so that the same could d®rne in mind while finalizing the methodology
of the new baseat the National level The base revision includes incorporation of the new
data sets andrefinement of methodology. The main purpose of the Committee was to come
up with an approach of GSDP and DDP estimation in consultation with tis¢ate DES, RBI,
NAD, NIPFPetc. which will better reflect the State and the DistrictEconomy, sothat the
estimates are not only robust at the Central level but also at StNtational level.

1.3.3The Committee in its first meeting decided to have a discussion on the issues of the
current approach followed for the estimation of the GSDP. Also suggestomwere invited
from the States in this regard Additionally, it was decided to have detailed discussions on
estimation methodology and data sources withineach sub-sector. The Committee also
decided to have focused discussions on the methodology for congtibn of the estimates of
the Expenditure sideas well as theAdvance and Quarterlyestimates Keeping in view the
terms of reference of the Committee, it was Iso decided to devote time on the DDP
estimates as well.

1.3.4The Committeewas formed initially with tenure of one year During its first year, only
three meetings could be held; focusing primarily on the importance of the State Income
Aggregatesand State specific issues and suggestions in various sectors inetlcurrent
methodology. Since the Committee wanted to involve actively almost all State D& their
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deliberations, delayed response from several States caused some delay. Moreovezré had
been some initial loss of time for the Committee because @butine promotions and
transfers of official members; and someressing and time bound official commitments of
officers from NAD, also contributed towardsarelatively slow progress in its first year.

1.3.5But, realizing theimportance of the Committee and als®1 AZAAAEI EOAOA OEA
elaborate discussions with the StatddESsand experts before standards can be evolved for
the compilation of the regional accouns, the tenure of the Committee wa extended through
Gazette Notification dated 26 July, 2019AnnexIl) for a period of onemore year w.e.f. 25
June, 2019.The extension stipulated that the Camittee submit an interim report within
three months; a draft report within further three months and the final recommendations
within one year. Accordingly, an interim report, based on the deliberations of the first 5
meetings of the Committee was submitted in September, 2019. Howevdyy December,
2019; the deliberations almost cameto an end andas the recommendations were in the
process of beingconcretized, the Committee decided to submit the final report, obviating
the need for a draft report.

1.4  Brief Account of the meetings of the Committee

1.4.1The Committeeheld eight meetingsin all. A list of all members andhumber of officials

from State DES and NAD who attended each meeting is giverAimnexlll at the end. In the

first meeting of the Committee, the importance of the SuRegional Accounts in the Regional

policy formulation and its evaluation was highlighted. The Comitiee stressed thefact that

SDP was vital from policy formulation as well as monitoring/evaluation perspective and

that States/UTs are the major stakeholders for its compilation. Thus, an improved SDP
estimation procedure is the need of thehour and that the National Income has to be now

viewed in terms of the geographical dimensionlt was pointed out that (a) the annual State

borrowing limits are now linked to the magnitude of GSDR(b) in the devolution of taxes

from the CGentre to States, a portion oflivisible share gets determined by the distance of a
30A0A80 PAO AAPEOA ETATI A jo#)q AEOIT OEA o0#)
TTO0i Al EUET ¢ AATTIET AOI O A O 3 0hkeedédd pragerOAAT  /
estimation of GSDP for everptateis essential Robust GSDP estimation elso necessaryfor

the annual budget making exercise and for deciding fiscal policy priorities for th8tate It

was emphasized that both the Centre and the State Governments need to work in a
synchronized manrer to improve the estimation procedure.The Committee is of the opinion

that, wherever feasible the estimation of GSDP needs to be dependent more on the bottem

up approach, similar to the methodology currently followed in respect of the Agriculture

sector, with data emanatingfrom the ground level rather than a topdown approach of

allocating national aggregates often not reflecting fully theealistic situation of a State.

Hence in order to have less dependency on the Centre for th@SDPestimationh 3 OAOA 08



actual data need to be incorporated to the extent possible so that the true picture of the
State economy is appropriately portrayed.

1.4.2.The current methodology followed and formalized by the NADo estimate GSDRvith
the base year 201112 in a document released in January 2019 is available on the website of
MoSPI andwas dscussed at length stressing itdimitations and the data gapsincluding
possible new sourcesThe fact that in the current estimation procedureparticularly after
the base yar 2011-12 revisions, there has been an increase in the proportion of allocation
done to the States as compared to the earlidrase yearswas stressed upon. Also currently,
the 3 O A @liviliés are confined to the compilation of only the Gross and the NeD® for
different sectors to reflect the supply side The Committee vigorously exhorted the States to
enhance the scope of the Regional Accounts and start preparing other ma&oconomic
aggregdes/accounts such asPrivate Final Consumption ExpendituresPFCE, Government
Final Consumption Expenditures GFCIF, Gross Capital Formation (GCF), Exports and
Imports from the State.At the same time, the concerns dflational Accounts Division NAD)
relating to systemic issues, development of infrastructure, capacity building and
mobilization of resources in the States were also placed before the Committee.

1.4.3 In order to have suggestions from the States and to have an increased involvement of
the Stakes,the Committee mandated the States toontribute papers on the various themes
provided to the States and to bring forth their views in suggesting improvements for the
estimation of the State Domestic Produc{SDP) The Committee allotted each State a
particular economic sectorasa theme(Table 1.1below). The idea was to get the suggestions
and inputs from the States directly because they are the ones who are expected to have a
thorough idea about theground level realities of their State economy, data sources and
areas requiring improvements.

1.4.4The paperswere required to cover: (a) Definition, scope and division of activities
currently included in the estimation of GSDP in the sectpfb) Whether urban -rural and
ownership based activities are considered in the sector and if so, what are their treatment?
(c) What should be their treatment if data constraints are somehow resolve¢g®) What are
the current data constraints by subactivities in the sector and how are they overcome or
adjusted? (e) Is there a better way of overcoming or adjusting for these data constraints?
(f) Are there any newer data set available for the sector at theState or the District level?;
(g) Are there anyfresh Surveys required to be carried out for strengthening the data base in
the sector?Should these Surveys be carried out at th&tate level with District as unit of
analysis or be carried out at the national level withStateas a unit of analysig, and finally
(h) what would the Staterecommend as a minimum improvement in the estimation of the
GSDP in the sector during the forthcoming revision of the bagear?

1.4.5The subjects allotted to the Stateare given inTable 1.1below:



Table 1.1: Allotment of Sector Papers to States / UTs for Submission and
Presentation to the Committee

Sector Group of States

1 Agriculture(including Crop and Uttar Pradesh, Himachal Pradesh

' Livestock)
2. Forestry and Fishing Meghalaya, West Bengal, Kerala
3. Mining and quarrying Rajasthan, Odisha
4. Manufacturing Maharashtra, Tamil Nadu
5 Electricity, gas, water supply & other | Gujarat, Andhra Pradesh

' utility services
6. Construction Tripura, Haryana
7. Trade, repair, hotels andestaurants Punjab, Karnataka
3 Transport, storage, communication & | Delhi, Telangana Assam

' services related to broadcasting
9. Financial services Goa, Jharkhand
10 Real estate, ownership of dwelling & Madhya Pradesh, Bihar, Puducherry

' professional services
. . . Andaman & Nicobar Island,

11. Public administration Chhattisgarh, Jammu & Kashmir
12. Other services Uttarakhand, Sikkim, Manipur
13, Sectorwise Estimation of FISIM and NAD, CSO

Consumption of Fixed Capital (CFC)

1.46.Apart from the above, theCommittee had an ambitious plan of action charted out in

the first meeting. These desired action points were:

Vi.

The Committee may submit an interim report within next two to three months
spelling out the key requirementsin terms of proposed initiatives and activities
along with the corresponding resources needed, so that this may be shared with the
Fifteenth Finance Commission
The Committee may come out with sectespecific recommendations so that
necessary actions may @ initiated without waiting for the submission of final report.
Recommendationon OPAAE £AZEA OOAI AAOGA AAlI AT AAOG
Income in line with the National level calendar.

Holding of a consultation workshop with all States / UTs.
Speific recommendations needed on how to improve the Statistical System
especially focusing on the smaller States/UTs.
Possible improvements and modifications in the ocation mechanism in estimation
of State hcomenot completely avoidablein view of the new data sources.

&l O



Vil.

viii.

Xi.

Xii.

Review methodologies for compilation of SubNational estimates from some of the
countries with similar federal structures like US, UK, Canada, Australia, European
Union to learn and improve our methodology

One or two States may be adoptebly the Committee for preparing a template of Sub
National Accounts particularly for the Expenditure side estimates

Well defined structure of State Income Unit with dedicated Staff is required.

The expenditure side of the SulNational Accounts covering mdicators like Private
Final Consumption Expenditure (PFCE), Government Final Consumption Expenditure
(GFCE) and Gross Fixed Capital Formation (GFCF); which are criticahf the policy
formulation view point, need to be focused and made a regular part otilsNational
Accounts.

Estimation of SubNational level Capital Stock and flow of capital formation is also
important for assessmentand improvement of Net SubNational Income.

There is a need to lay down certain guidelines for different SuNational level
estimates of income like advance, quick, provisional, revised and final.

However, in view of the frequent transfers and routine promotions of officers from NAD
involved in the work of the Committee and also the attitude and lack of commitmepinterest
and enthusiasmon the part of several State DESthe Committee had to drop some of the
more ambitious elements from the above proposedction plan.

1.4.7In the second and the thirdmeetings taking place after aconsiderable delay ofsix

months, detailed discussions were held wherein presentations were made by the States

the different themes allotted to them.30 papers (28 from Statesafter severalreminders and

follow-ups and 2 from NAD) were discussed thoroughly during thee meetings and States
took the lead in providing the inputs for various sectors.Some of theinitial broad

suggestions/recommendationsmade by the Committee are as follows:

The Committee suggested exploring the use of the GST data at the Centre as well as
the States. Once the GST data is available, a mapping of the GST with the MCA data
would help to have an idea about the private companies located in the States and
contributing to the State economy. This data, if obtained, would be a very useful
indicator for State-wise allocation.

The State DESs be encouraged to undertake studies, with either their owfunds or

with funds from the National Statistical Office NSQ. The NSO may write to theState
DESs and the DESs may come up with further proposals to be presented and
discussed. Since State DESs have a better understanding of thespective State
economy and are more acquainted with théocal data sourcesthey should take the
lead in undertakingstudies for improvement of the estimates of the States.

For preparing Statewise distribution of GVA for Companies, the NAD can supply a
list of large companies which cover 70%80% GVA of each compilation category at

8



all-India level to all the States/UTsThe States/UTs can intimate whether any branch
of that company operates in theirState/UT or not. This will provide a shortlist of
Companies from which Statevise data on employmentivage-bill, revenue, etc.
would be needed for Statewise distribution of all-India GVA of that company.

iv. Usually, at the aHindia level, the GVA of most enterprises will be positive. However,
at sub-national level, all the branches/ States may not perform at the same level.
Therefore, if the indicator selected for allocation ispositive for all States (e.g.,
employment, wage-bill or fixed assets), then it cannot capture variations in levels of
performance across States/ UTs, particularly, negativ®Sat some of the smaller
jurisdictions. The problem on how to measure/treat OS asub-national level when
national level OS is positive needs to be looked into.

1.4.8Apart from these, suggestionfpreliminary recommendations were made in respect of
various sectors/industries also, with the intention to explore more on the subject areas.

1.4.9After the 2d and the 39 meetings, inputs wereagain sought from the States and NAD
regarding the various preliminary recommendations putforth by the Committee. In the &

and the Bh meetings, the agenda was to discuss pomutise the various initial

recommendations put forth during the 2d and the 39 meetings and thereby to arrive at the
final recommendations.The final recommendations,as per the deliberdions, are provided

in Chapter 7.

1.4.10In the 6h Meeting of the Committee the discussions primarily focused on the
Agriculture sector along with the methodology fo the Statewise allocation of @ntral
product taxes and subsidieswith an aim to arrive at the final recommendations. The
estimation procedure for the compilation of the estimates at constant prices was also
discussed since the real growth in an economy jsidged at the constant prices which are
relatively free from variations in prices!.

1.4.11In the 7t Meeting, the discussions centered on the compilation methodology ttie
Advance and the Quarterly stimates for the States As on date 22 States areregularly
compiling the AdvanceEstimatesand 3 States namely Andhra Pradesh, Uttar Pradesind
West Bengalare compiling Quarterly Estimateswith the first two at 2011-12 base andthe
third one at 2004-05 base These estimates provide a snapshot of the econonayer a short
term and are very important for gaugingOEA DA OA&AI O AT AA 1T ArowEdA
they are made available in time and are derivedfom the current trends reflected by the
ground reality. The methodology for estimating the Quarterly GSDP prescribed by the NAD

11t may be noted here that at the suimational level, price effect can be removed only when the domestic
product is evaluated at the same (all India average) prices prevailing in the base year for all the regions.
However, as per the current practice, thedomestic products of different regions are evaluated at regional
prices in some sectors and national prices in the other sectors. It is hoped that the constant price estimates
would eliminate the price effect to a large extent.

30A0.



and followed by the State DESs is given #innex|V at the end.The views and concerns of
different States were put before the Committee. Also the importance of estimating the
expenditure side of the economy was stressed upon during theeeting and the compilation
methodology for the States was discussedn this regard, the Committee invited Prof.
Ravindra H. Dholakia, ChairmarProf. Deepak Sethiaf IIM Indore; and Smt. T. Rajeshwari,
Additional Secretary, Ministry of Water Resourcesto make detailed presentation based on
their published work on the expenditure side of GSDP

1.4.12In the 8" Meeting, the discussions focused on the Stateise estimation of the Capital
Formation. A presentation was made bySmt T. Rajeshwari, based on her recentpaper.

Moreover, the methodology of the compilation of the District Domestic Produgirescribed

by NAD and currently followed by the State DESs as providedAmnexV was also discussed.
The broad approach, methodology and data sources followed by the States for the
estimation of the DDPalong with their concerns and problems facedvere also heard by the
Committee. At present DDP isbeing compiled by 12 Sates at base 201112. Four States

namely Jammu & Kashmir (since converted irto two UTs), Jharkhand, Tripura and West
Bengal are compiling DDP with 2004-05 base Two States- Assam and Sikkim have

committed to compile the DDP estimatesat 2011-12 base shortly. Gujarat is currently

compiling the DDP estimates at base 20112 but has not released thdigures yet

1.4.13There was also a presentation made by thei®&lsen India Private Ltd., a private
agency involved in the compilation of the DDP for all districtsn the country and making
them available to users They are preparing those estimates quite independently of the
official estimates prepared by State DESs. As a result, they have the estimates even for the
Districts in those States that do not officiallyprepare or release DDP.

1.4.14The Committee has had 8 eetings wherein all the aspects of productiorestimates
and expenditure estimates including the Quarterly and Advance estimatesvere discussed
and deliberated in detail. TheCommittee with the primary aim of improving the Sub
National Accounts intendedto have detailed discussions on the estimation afot only State
Domestic Product, but also District Domestic Product. The concepts and methodology of the
District Domestic Product was also taken up during the last meetingMoreover, the
allocation of central product taxes and subsidieso critical in estimating GSDP at market
prices properly was also revisited in the last meeting of the Committee

1.4.15The present report isorganized in seven chapters. The next chapter pvales a brief
history of past efforts in estimation of the State Income aggregates in the countigrgely
extracted from the earlier reportsto provide a perspective. The third chapter is devoted to
the current practices of estimating GSDP by detailed sectors of activity and possible
improvements recommended by the Committee. The fourth chapter discusses the frequency
of preparation of GSDP estimates and their revisions made by the State DESs with the
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current practices and possible improvements recommended by the Committee. The fifth
chapter then considers theestimation of components of the expenditure side of GSDP where
the current position is not at all satisfactory and needs substantial improvement and eit.
The sixth chapter is devoted to the estimation of District Domestic Product by the State
DESs and possible improvements suggested by the CommitteeThe seventh chapter
provides summary of the final recommendations of the Committeebased on the
deliberations inits 8 meetings
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2.1  Brief History of Regional Accounts in India

2.1.1The system of regional accountas a concept is useful in providing a largdatabase
for compilation of income and otherrelated macroeconomic aggregates for takingertain
policy decisions at a level smaller than the country. Isummarizes a large number of
transactions taking place in the regional economywithin each of the production and
consumption sectors and between them. It covers activitiesght from the production of
goods and services to their final disposahs is done in the $stem of National Accounts
Although a sub-national region can bea Zone ora Stateor a District or a Bock or aTehsil
or a Villageor rural areas or urban areas or citiesfor the preparation of regional accounts
in India, regions have been considered as coternmus with the geographical boundaries of
urban and rural areas; andthe States and Districts. However, more popular and useful
definition of a region is in terms of States and Districtsince theyrepresent independent
administrative units with popularly elected government of their own within the federal
structure in the country. A very interesting brief account of the history ofthe national
income accounts is provided in Sivasubramonian (2000) and @&gional accounts in India
is given in the CSO (2012)publication on National Accounts Statisticg Sources and
Methods Chapter 6 on Regnal Accounts available at
(http://www.mospi.gov.in/sites/default/files/publication_reports/sources_method_2012
%20%281%29.pdf).

2.1.2The relevant part of the history for the present Committee is, however, the role played
by the users of the regional accounts instdevelopment in the country.The importance of
the SDP was realizedong back in the late 1950s and early 1960%y the Planning
Commissionwhich used per capita income at the region level as one of the criteria for
determining the extent of @ntral assistance to each individual tate. Nearly 20% of the
total assistance to the fates was based on the comparable estiates of the SDPPrior to
the Fourth Finance Commission there was an emphasis on the nefed collecting reliable
statistical data on SDPon a continuous basis and making them available to the Finance
Commission(FC)at the very commencement of their work

2.1.3 The development of thevork on SDP in the individual &tes also raised the problem
of comparabilty of the estimates among the tates. The use ofSDPfor inter-regional
comparison implied that the estimates are comparable. But for such large number of
States with varying levels of statistical development, itwas extremely difficult to ensure
strict comparability in the estimates prepared by different agencies even when the details
of concepts and methodology are laid downThis was mairly because of the differences in
the quality of data available in different regions and large number of assumptions involved
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at different levels in the peparation of the estimates. Inspite of their overall comparability

in terms of concepts aul definition, the estimates of State Domesticr&duct prepared by
the individual State Statistical Bureaus $SB$% suffered from this limitation. This problem
was raised by the authorities like the Planning Commission as well as by independent
bodies like the Fifth ard Sixth Finance Commissions.

2.1.4. Considering this problem, the Planning Commission in 1961 suggested that the CSO
should undertake compilation ofcomparable estimates of Statencome for the commodity
producing sectors on the income originating basis ahthese would be used by the Planning
Commission for policy purposes. It was also suggested that the preparation of these
estimates could be undertaken by the CSO in consultation with the SSBs who should be
requested to supply any basic data which might beequired for the purpose.Subsequently
the subject was discussedby the Hanning Commissionin several meetings with the &te
governments. At the instance of the Planning Commissigna set of comparable estimates
for five years 1960612to 1964-65 initially for the commodity producing sectors and
subsequently for all sectors were prepared by the CSO in 1969. The estimates for the
commodity producing sectors at the national levelwere even otherwise obtained as
aggregates of the @te level estimates preparedby the CSO. The preparation oft&e-wise
estimates of tle commodity producing sectors (&cept unregistered manufactumng
industries), therefore, did not involve any special assumptions. For the rest of the sectors,
however, except fa the base year (196061), the estimateswere prepared at the all India
level. The %ate-wise estimates for these sectorswere, therefore, prepared by the CSO
basically following the allocation method after the estimates at the national levelere
prepared. The indicators for the purposewere different for different activities depending

on the type of activity as well as the data availabilityThese estimates took careof the
Sate-wise differentials to the extent the base year estimates we prepared at the Sate
level. For a strictly correct measuremenbf differential movement among States the base
year Sate level estimates need to be moved by the corresponding indicators and the
national totals built up as aggregates of the same. For the estinmt of the State Income
however, Sate-wise physical indicatorswere used for allocation of the national totals and
this method would measure differentials movements, to the extent, the $ate-wise
indicators in individual years used for allocation refleced the differential movements for
individual States. As noted above, sucltomparable estimateswere used by the Planning
Commission andFinance Commissions Thus, the developments in regional accounts in
Indiaarel AOCAIT U AOEOAT Au OEA OOAOOGE AAI AT A8

% AlthoughCSO (1982tates that the comparable estimates were prepared for only three years from-696@
196465,K.R.G. Nair (1988)aims that the CSO prepared the estimates for five years and the Fifth FC also reported
comparable per capita SDP by States for 18600196465 and the details of these estimates are also reported in
Chavan and Chavan (1970).
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2.1.5 The SubNational Accounts statistics are an extension of the System of National
Accounts to the regional level. These comprisat the national level of various accounts
indicating the flow of all transactions within a time period between the economic agets
constituting the economy and their stocks. These accounts include varioaggregateslike
total output of the economy, the intermediate consumption, gross value added final
consumption expenditure, factor incomes, capital formation, capital stocks and
Consumption of Fixed Capital CFQ. The regional accounts, on the other hand, are not so
comprehensive due to severe data constraints.

2.1.6The most important aggregate of the Statedtounts is theSDR alsoreferred to asthe
State IncomeThe Statesncome Accounts can conceptually be prepared by adoptingther

of the two alternative approaches (i) income originating; and(ii) income accruing. In the
income originating approach, theregion is defined in terms of its geographical boundary
and hencemeasurementof income is through the valueoriginating within the geographical
boundary from the application of factors of production in domestic activities and
represents value of goods and services produced within the Statd. essentially measures
the Domestic Income irrespective of who has produced i whether the normal resident of
the region or an outsider. On the other hand, the income accruing approactates to the
income accruing to the normal residents of a Stat@&respective of where they produce or
earn the income. Itincorporates net factor income flows across the region and hence yields
a realistic concept for disposable income thaprovides a better measure of the welfare of
the residents of the State. However, owing to the nonravailability of requisite data on
interstate financial netflows of factor incomesand current transfersas well as physical net
flows of goods and servicescompilation of estimates of State income by income accruing
concept has not been found feasible till now. Compilation of some of the other
macroeconomic aggregates like personal disposable income, saving, etof the State
accountsis also problematic, owingto the absence of requisite data

2.1.7. As far as the Districticome estimates are concernedCAER 1963) discussed the
District Income of different Sates for the year 195556. The main objective was to build up
suitable indicators for locating the backward regions of the ecomuy so that special
attention could be given to them in the allocation of the development projectsit was an
exercise more to supplement efforts in this direction undertaken as a part of the Census of
1961 for developing as many indicators as possible for identification of backward Distiis

in the country.

2.1.8  The rest of the chapter discusses three most important Committees set up by the
Central Government that recommendedmportant initiatives and development of State
Income accounts in the country respectively in the followingthree sections. The fifth
section is then devoted to considering the present status of estimates of various regional
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accounts aggregates prepared by different State DESs. The sixth and final section then
considers brief review of the practices followedn developed countries such aountries
that follow EuroStat, United Kingdom and United States of America.

2.2 Committee on Regional Accounts 7z CRA(1972-76)

2.2.1Based onthe recommendations of the COCSSO, the Government of India in May 1972
set up a Committee on Regional Account€RA with the well-defined terms of reference
given above inChapter 1, section 1.1.2, p.1

2.2.2The CRAsubmitted its First Report to the Government inNovember 1974 and the
Second/Final Report in September 1976 The Committee recommended aconsolidated
accountfor State consisting ofaccounts for the household sector and accoungsertaining to
the public sector. It alsodefined the concepts,the scopeand sources and methodologyto
estimate various components ofthe Accounts The Report also addressedmajor gaps
found in the existing data set and made recommendationsto bridge those gapsfor
satisfactory measurement of State income and related aggregates The Committee
moreover, was emphatic in recommendingan accounting framework for only for a State
level. It rejected the idea ofecommendingthe samefor a District or a smaller region.

2.2.3The @mmittee was ambitious in recommending compilation of State level input-
output tables and comparable estimates based on purchasing power parity of the rupee in
different States on the lines of the United Nations project on International Comparison of
National Accounts aggregates toemove the price-level differentials among States These
recommendations have not found favour with any of the State DES nor with NAD so far.
However, its recommendation about compilation of i3trict level estimates of GVAfor, at
least, commodity producing sectors has been taken up by several State DES and NAD. In
fact, several States are compiling District Domestic Product estimates for all sectors.

2.2.4The CRAIn its First Report (1974) avoided presenting a set of regional accountsThe
main problem noted by the Committee wasin respect of savings, change in stocks and
external trade and finances.The relevant data to address these concerns satisfactorily
would be in terms of interstate flows of goods and services as well as financial flows on the
current and capital account of regional balance of payments. The then existing statistical
network was inadequate and incapable of capturing these transactions to any satisfactory
level. As a result, lte QRAconsidered itfutile to recommend afull system d accounts at the
Statelevel incorporating both the demand and supply sides

2.2.5The standard tables recommended by theCRA cover all aspects of economic
transactions other thaninterstate financial and physical flows of goods and service3he
CRA in its final report recommended partial and incomplete regional accountswhen
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compared to the national counterpart. It covered only the supply side or production angle
of the regional activities. Thus, the State Income was measured as SDP by industrial sector
at the factor cost. SDP at the market prices reflecting the demand side or expenditure side
was not emphasized. This was perhaps because the interstate flows and transactions were
considered almost impossible to capture in the statistical networkHowever, the CRA did
recommend compilation of Private Final Consumption Expenditures (PFCE) and Gross
Capital Formation (GFC) at the State levellhe summary of thedetailed recommendations

of the CRA have been reproduced in thfeéSO 2012) at the link given below:

http://mospi.nic.in/sites/default/files/publication_reports/sources_method_2012%20(1).

pdf

2.3

National Statistical Commission ( 1999-2001)

2.3.1According to the National Statistical Commission (NSC) Report (2001), the action
taken on the various recommendations bthe CRA was as follows:

il

All the States and UTs, with the exception ofddra and Nagar Haveli, Daman and
Diu and Lakshadweep, are preparing the estimates of GSDP and NSDP at current and
constant prices.

The State/UT of Andhra Pradesh, Assam, Bihar, Haryana, Karnataka, Kerala, Madhya
Pradesh, Maharashtra, Rajasthan, Tamil Nadu, Uttar Pradestnd West Bengal are
preparing the SDP estimates by areas (districts) by commodity producing sectors
only and out of which the States/UTs of Andhra Pradesh, Bihar, Haryana, Karnataka,
Kerala, Maharashtra, Rajasthan, Tamil Nadu, and West Bengal prepare dsrict
estimates for all the sectors. The State of Arunachal Pradesh is in the process of
preparing district-level estimates.

The States/UT of Andhra Pradesh, Bihar, Goa, Gujarat, Himachal Pradesh, Karnataka,
Kerala, Maharashtra, Orissa, Punjab, Tamilabu, Uttar Pradesh, West Bengal and
Delhi are preparing the Economic and Purpose Classification of the Expenditure of
Administrative Departments.

None of the States/UT except Tamil Nadu (that too only at current prices) is known

to have prepared theFinal Consumption Expenditure.

None of the States are preparing inpubutput tables.

The States of Andhra Pradesh, Assam, Gujarat, Haryana, H.P., Karnataka, Kerala,
M.P., Maharashtra, Meghalaya, Orissa, Punjab, Rajasthan and Tamil Nadu are
preparing the estimates of Gross Fixed &pital Formation (GFCH. None of the UTs
are preparing the GFCF estimates.

3Although the reference indicates that the Estimates of GFCF is being compiled by the States but the actual
factual position was thatthe Stateswere compiling GFCFestimates for public sector/ government sectoronly.
The current status is given in theAnnexVIl at the end of this report
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1 None of the State/UTs appear to have been preparing the Consolidated Account of
the Region and accounts for the Household sector. However, the States of Haryana,
Himachal Pradesh, Kerala, Madhya Pradesh and Tamil Nadu are preparing the
complete accounts of Public Admirstration and Local Bodies. Whereas the
States/UT of Andhra Pradesh, Manipur and Rajasthan prepare the accounts of only
Public Administration and the States/UT of Gujarat, Karnataka, Tripura and
Pondicherry are preparing the Public Sector Accounts relating to administrative
departments only.

(Source:http://mospi.nic.in/137 -regional-accountg

2.3.2In addition to the above, theFirst NSCreport also mentioned about the data gaps in
the compilation of the Regional Accounts and also suggested measures for bridging the
data gaps.

2.4  High Level Committee on Estimation of Saving and Investment (2007 -09)

2.4.1. Subsequently inDecember2007, the Central government appointed a High Level
Committee on Estimation of Saving and Investment (HLCESI) under the chairmanship of
Dr. C. Rangarajan who had also chaired the First NSC. One of the chapters in the regort
HLCESK2009) was devoted to the stimates of Gross Capital Formation (GCHR} the State
level, where the CSO gave estimates of GFCF at current prices for the year 2004or all
(the then) 28 States and 7 Union Territories along with the national totals. It also presented
the updated staus report on the estimates of GFCF prepared by different States. The
HLCESI had made several specific recommendations on the preparation of estimates of
Saving and GFCF at the State level besides GSDP at market pritkese recommendations
from their executive summary section are reproducederbatim as under since they are the
latest and very important for the work of the present Committeeparticularly for the
estimation of expenditure side of GSDP

(a) The SteeringCommittee of the NSSO may be requested to launch annual survey of non
manufacturing enterprises or annual enterprise surveys focusing on larger enterprises
which maintain annual accounts for collecting data on income, expenditure and capital
formation. The surveys should be designed in such a manner that reliable estimates of
capital formation are available, for each State however small or big it is. This is
particularly important for the north -east States and the newly formed States.

(b) The present enterpise surveys should be conducted with suitable sample size
(including a usable sample from each State) for estimation of capital formation at State
level and by industry.

(c) Regarding the estimation of State level capital formation, the HLC observed that most
the States compile GFCF for only public sector and the compilation is done by industry of
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use. TheStatewise data on public sector is available from the Gross Block of public
enterprises survey. The main problem is getting the data on private investmés made

in the States. For this, only annual enterprise surveys can provide reliable estimates of
regional capital formation. The Steering Committee of the NSSO, therefore, should be
requested to launch annual enterprise surveys, which should provide relble data on
capital formation at Sate level and by industry. Other options to compile GFCF could be
to use capitafoutput ratios of all-India or public sector within the State. With increase

in coverage of companies in the MCA21, it shaljlhowever, be pssible to get &ate-wise
estimates of capital formation on the basis of location of companies, rather than on the
basis of location of establishments, which is what is required at State level.

(d) Regarding GSDP at market prices, the States should attemptrigdease this data by
adding indirect taxes net of subsidies to the GSDP at factor cost (which follows income
originating concept). The data on indirect taxes net of subsidies for the States, including
those of local bodies, part is available from the ahgsis of budget documents of the State
T OAOT 1T AT 6O6h AT A &£ O OEA #A1 OOA5O PAOO 1T £ Ol
subsidies from the Centre in each State), which is difficult to estimate but possible,
efforts should be made to estimate the sam

(e) The States may also try to estimate savings by subtracting private final consumption
expenditure and government final consumption expenditure from the estimated GSDP
at market prices, after assuming that the net transfers and factor inaoes from abroad
and from other Sates is either negligible or making suitable adjustments from the data
available at State level on bank deposits. This procedure gives a rough estimate of
savings in the State, which can further be approximated to GCF, if one assumes tbe n
capital inflow to the State is negligible. This is, however, a very crude and rough
estimate of both savings and GCF in the State, but could be an indicative dataset.
Another problem in this procedure is the lack of availability of data on private final
consumption expenditure. States can derive this data from the NSS Consumer
Expenditure surveys by suitably adjusting to the differences between consumption
expenditure data shown in NSS and NAS. For estimating income accruals (if one follows
this approach to estimate GSDP), the data on factor income flows across States is
needed. Flows of goods and nelEAAOT O OAOOEAAO Ai160 AOAAOA
they create practical difficulty for estimation. However, such flows are now available to
some extert from Railways and Road Transport operators. The international trade
needs to be captured.

() The HLC recommends that enterprise surveys should be conducted with suitable sample
size for estimation of capital formation by industry and by States. Till such time,
alternate methods like working out capital output ratios, using ASI data at two digit \el
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and studying its variations with all India capital output ratios may be tried for
estimating capital formation at State level.

The full Report of the HCLESI (2009) is available on the following link-
http:/www.mospi.gov.in/sites/default/files/publication_reports/HLC report_25mar09.pdf

2.5 Present Status of the Estimates prepared by the State DES

2.5.1.The present Committee on the SubNational Accountsstarted by taking a fresh stock
of the data gaps as per the current methodology in the 20112 base andrepeatedly
emphasized that DES from evergtateis expected to participate in the deliberations of the
Committee either by their physical presence or by sending their inputs in writing for
consideration of the CommitteeAO AT U OOACA 1T £ QBuling#hk tolrseOOAAS O
of deliberations, it was reiterated that t was in the interest of the States that the estimation
of sub-national accounts is strengthenedto become morerealistic and reliable which
requires that most of theestimates are prepared at the State levels far as possibleA view
emerged in the deliberatons of the Committeethat robust estimates at the State level can
only enable compihtion of usable estimates at the District level when the latter are
primarily developed adopting the allocation approach.

2.5.2The Committee took the stockof all the statistical products such as IOTT, IIP, WPI,
GFCE, GFCF, PFCE, Advaand Quarterly GSDP etc. or any additionalitghe Sttes are
currently bringing out and also whereGSDP compiler in theState isfunctionally placed in
the State administration (Finance Ministry, Planning Ministry, or any other Ministry. The
Status of differentestimates compiled by theStates as on date is provided in th&nnexVil|

at the end of the report Thishas been circulated to all the States so that States which are
lagging behind can be motivated by the active and thbetter performing States. Also
neighboring States can help each other and come up with a better set of estimatas
sharing their best practices. This process of mutuahelp would enable States to improve
their Regional Accounts EstimatesThe Committee suggested that the regional workshops
conducted regularly by the NAD, MoSPI can be a good platform for this purpose.

2.6  Global Best Practic es
2.6.1.Methodology adopted by thEuroStat

The Eurostat in its manual dscribed three possible methods that can be usedor the
estimation of regional accounts indicators such a&M ET A OOOAT O UAAO080O
U A A@iée§ GFCF, employmenprimary and disposable income of households, anfinal
consumption expenditure of households.

The methods are classifiedaccording to their suitability and data availability. These are
categorized into three groups as follows:
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1. Amethods represent the actual values oapproximate the ideal as closely as possible.

2. Bmethods are acceptable alternatives: they aréurther away from the ideal but still
provide anacceptableapproximation.

3. Cmethods are too far away from thedeal to beconsideredasacceptable and should be
improved if possible.

For example, theuse of labour figures for the estimation of GVA might belassifiedasa B
or Gmethod while being an Amethod for employment.

The Eurostat uses the followingnethods for regionalization:

) The bottom-up or ascending method of estimating a regional aggregate involves
collecting data at the local KAU(Kind-of-Activity Unit) or the residence of
households and aggregating these values to get a regional total. The method is
AAT T AA -CDBTI ANAIAOOA OEA AT AT AT OO &1 O ATl PE
collected at the local KAU level or residence of the households. This methcan
be used for uniregional enterprises or KAUs ad households iffull information
is available.

(i) A pseudoebottom-up method can be followed where data for the local KAU or
residence of households are not available. Data for the local KAU can be
estimated from enterprise, KAU or local unit data using regional indicators. The
estimates can then be aggregated to obtain regional totals just as in a purely
bottom-up method. This method can be used especially for multiregional
enterprises or KAUs

(i)  The top-down method accommodates a situation in which data are only
available at for instance NUT$Nomenclature of Territorial Units for Statistic9
3 level or municipality and not for the local KAU or local unit. The national figure
from the national accounts is dstributed using regional data (indicators) which
are as close as possible to the variable to be estimated. For example wages and
salaries might be allocated to regions using the regional distribution of the total
number of full time equivalents of employes, multiplied by the average annual
earnings per employee from a different statistical source. This results in the
regional distribution of total earnings of employees, which can be used as a
regional indicator for the allocation of wages and salaries toegions.

(iv)  Mixed Method-The bottom-up method is rarely encountered in its pure form.
There are always gaps in the data, which have to be filled using a pseudo
bottom-up and/or top-down approach which is called the mixed method

More detailed information can ke found at the Eurostat Manual on Regional Accounts
Methodsat the link given below:
https://ec.europa.eu/eurostat/documents/3859598/5937641/KS -GQ13-001-
EN.PDF/7114fba91a3f-43df-b028-e97232b6bac5
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2.6.2Methodology adopted by the UK

The National Estimates published in the UK annual publication for National Accounts
provides National (UK) totals required for the compilation of regional GVA, GDHGross
Disposable Household Incomeand GFCFIt provides estimates of national output, inome
and expenditure. It covers value added by industry, full accounts by sector (including
AET AT AEAT AT édorpdratidng ¢eftrial AandAdeah overnment and households)
and capital formation. Data at component level are gathered fromational SUTsand from
various sector accounts compiler areas within ON@®ffice for National Statisticg.

I 00 P Aix18 APPOI AAE EO OOAA O AAI AOI AO
control aggregatefor a component of GVA, GDHIr GFCF is allocated to regionssing the
most appropriate measureof regional activity (known asthe regional indicator) available.
The regional or industrial estimates must sum to the nationalotal. National controls data
by component of income and by 112 industries are gathered from the supply and use tables
(SUTSs) for the years 1997 to t minus 2 years (where t is the current year). These are the
years for which the SUTs have been balanced. Regior@VAis open to any revisions
implemented nationally in the SUTs. Regional GVA(]) totals are published at t minus 1 year
ABGO POAI EOGEAA AO OPOI OEOCEIT AT 6 AOA O1 OEA TA
provisional national data used for the t mius 1 year estimates are taken from the GVA(I)
by industry section estimates in Table 2.2 of th&JK National Accounts The Blue Book
Component totals at t minus 1 year are supplied by national accounts compiler
branches.The data are fed into a forecast model, which produces component (by SUT 112
industry) estimates, which can be regionalizd and then summed to produce #otal GVA(I)
estimate for each region. As these data have not been through the supply and use balancing
process they are subject to the income statistical discrepancy and are therefore marked as
provisional.

(@)

Regionalindicators are obtained from a numberof data providers including survey
and administrative sources, in line with Eurostat guidelines. Their selection is dependent
on availability, quality and timeliness. Each dataset is validated prior to its use in the
compilation of the RegionalAccountsegimates.

More detailed information is provided in the following links:

https://www.ons.gov.uk/file?uri=/economy/regionalaccounts/grossdisposablehouseholdi
ncome/methodologies/regionalaccounts/regionalaccountsmethodologyguidetcm7725385
1.pdf
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https://lwww.ons.gov.uk/economy/regionalaccounts/grossdisposablehouseholdincome/m
ethodologies/regionalaccountsmethodologyguidejune2019#regionalgross-value-added
income-approach

2.6.3. Methodology adopted by the USA

In the USA, GDP by state is measured as the factor incomes earned and the costs of
production, like gross domestic income (GDI) for the nation. Estimating GDP by state
involves collecting and asembling data from Federal and tate and local government
agencies and bureaus, otheBureau of Economic Analysis EEA) accounts, and private
companies. These data are incorporated according to a national income accounting
blueprint that assures consistency with GDP estimates of US BEA. The steps involved are:

1. Estimatelabdd ET AT i A OOET ¢ AAOA /Aoind (SP) #ocdurds. 3 OAOA
2. EstimatenonAi OBPT OAOA AAPEOAI ETAIT A Al Oi OOETC

3. Estimate business taes less subsidies paid to business by government using data
from the Census Burea, other federal agencies, andt&e government agencies.

4. Estimate total GIP by Sate for goodsproducing industries (crop and animal
production, mining, construction, and nanufacturing) based on valueadded data
from the Department of Agriculture and the Census Bureau.

5. Estimate corporate capital income for the serviceproducing industries (forestry,
fishing, and related activities; utilities; wholesale and retail trade; tansportation
and warehousing, excluding postal service; information; finance and insurance; real
estate, rental, and leasing; professional and technical services; management of
companies and enterprises; administrative and waste services; educational seres;
health care and social assistance; arts, entertainment, and recreation;
accommodation and food services; and other services) using financial data reported
by company for regulated industries and Census Bureau gross receipts and payroll
data for nonregulated industries. For government enterprises, capital income is
based on revenues and expenditures data from the Census Bureau.

6. Compute the remaining compoent, GDP by tate or corporate capital income. For
the goodsproducing industries in step 4, thecorporate captal income component
of GDP by fate is computed aghe difference between GDP byt&e and the sum of
labor income, noncorporate capital income, and business taxes less subsidies. For
the servicesproducing industries in step 5, GDP byt&e is computed as the sum of
labor income, business taxes less subsidies, and capital income.

7. Scale GDP by t&e components to the national estimates of GDP by industry

oAz oA x N

ATT BT TAT OO POT ABGAAA AU " %' 80 )T AOOGOOU ! AAT

8. Compute Fixed Investment (FI) from research and development (R&D)
expenditures and entertainment, literary, and artistic originals (EAO) expenditures
separately.

9. Add fixed investment to GDP byt&te components to compute total GDP byt&te.

10.Finally, compute real GDP by t&e by applying rational chainweighted price
deflators to current-dollar GDP by &te estimates.

11.The estimates are prepared for benchmark years (every five years) coinciding with

OEA "% 60 AAT OO0 UAAOObenkhimark yeardarefgenératédA O A O
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using interpolation and extrapolation techniques with indicator series that miror
the movement in the GDP byt&te components.
(Source: Gross Domestic Product by State Estimation Methodology, Bureau of Economic Analysis (BEA),

US Department of Commerce, 201% https://www.bea.gov/sites/default/files/methodologies/
0417_GDP_by_State_Methodology.pdf
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3.1 GSDP Estimates at Current Prices

3.1.1. The GSDP estimates for all the States are compiled using the identical concepts and
definitions of the National Accounts. The estimateare compiled industry-wise and also
institutional sector-wise. The approach followed for the estimation of the GSDP is primarily
direct approach (or the bottomsup- approach) for the Agriculture sector and allocation
method or the mixed approach (combinabn of direct and allocation method) for other
sectors. The existing detailed methodology of compiling the GSD&stimatesat the current
prices and constant priceswith the base year 201112 is given ina document released by

the NSO in January 2019 whicls available atthe following link:

http://mospi.gov.in/sites/default/files/publication_reports/Methodology  GSVA_24jan19.pdf

3.1.2. After havingdetailed discussions on the current practices of compiling the GSDP
estimates and listening to State DESsconsiderable scope for improvements emerged in
different sectors. The Committee made its final recommendations after detailed
deliberations on the vaious preliminary recommendations made during its first three
meetingswhich were testedwith feedbacks frommore responsive State DESd he sector
wise final recommendations which would necessarily improve the State GSVA estimation
procedure are as follovs:

3.1.3.AGRICULTURKFISHING and FORESTRY

0] Ornamental plants and ornamental fishing, which have a high value addition, are
perhaps not fully captured in the estimation of the agriculture aggregates. The
States need to explore methodologyncluding specific surveyfor capturing the
same.

(i) Regarding value of agriculture on the river beds, talatis (village level revenue
official) usually report these figures as argued by DERRajasthan. However, the
Committee felt that the issue of properestimation of agriculture outside the
agricultural land including agriculture on the river bedsneeds to be looked into
by StateDESs

(i)  The Committee wasinformed about the new studiesfor updating a few of the
rates/ratios used in the estimation, planned on mland Fishing and Grass &
fodder respectively through CIFRI and IGFRtboth ICAR units It was also
informed that the studies intend to provide estimates for major States
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(iv)

(v)

contributing towards output of these activities. Such updated ratesfatios may
then beused for neighbouring similar States.

With respect to source data on production of Honey, NAD presented data
published by Horticulture Statistics Division (HSD) MoAgFW visa-vis the data
being used at present from the DES/KVICIt is noted that the KVICno longer
publishes the data and the data sent by th8tate DESs is received by the NAD
only after publication of 1strevised estimates (¥t RE). Therefore, use of HSD data
would enable NAD to use more uio-date data for B'REand it would be more
comparable with the advance estimate. Differences between HSD data and DES
data can be reconciled by the States during their discussions with the MoAgFW,
similar to that for the remaining horticulture statistics. As informed by DES
(Delhi), the product honey has two byproducts namely beewax and venom. The
same is presently not separately estimated. ThEommittee feelsthat new data
sources may be explored for this item. lis recommended that an exercise
comparing the data of honey poduction and floriculture may also be carried out
to check the robustness of the data being published by the HSD. If they are found
to be following the same trend, then the Committee would recommend using
HSD data on honey instead of using DES/ KVIC data.

The NAD also informed that the Agricultural Marketing Information System
(AGMARKNET.GOV.IN), an initiative of Directorate of Marketing and Inspection,
MoAgFW, has an online facility to record both the arrival quantity and the price
data from agricultural markets of all States/UTs. The MoAgFW has shared day
wise and item-wise data for each market with respect to two variables namely
Price and Quantity (market arrival). With a view to explore actual price received
by the farmers during oftpeak season and teompare it with the production and
peak-season exfarm price being used at present, NARttempted a preliminary
study using data for the year 201617. The following data related problems in
AGMARKNET datare noted

a. same record does not have information o both price and quantity,

b. data has howlers and therefore, needs cleaning before use.

c. since quantity data does not have information on varietystandard
product description (SPD) juxtaposing price information on quantity
would be a challenge.

d. multiple varieties have been reported for important crops in main
seasons for many States and some assumptions will be necessary to
compute average price of a day for a commodity.

e. total quantity of a crop reported in AGMARKNET is substantially
lower than total production released by the MoAgFW for some of the
major crops, namely paddy, wheat, mangoetc. Only for onion,
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(vi)

(Vi)

(viii)

(ix)

(x)

AGMARKNET data was about 70% of production reported by
MoAgFW.
While these data problems are genuine and need to be resolved carefullyeth
Committee suggeststhe following exercisesto be carried out by the NAD to
arrive at a more meaningful improvement in the estimation of value of output
i. Find out selfconsumption and PDS offtake data for paddy and wheat,
adjust production data of MoAgFW for this and compare the
remaining production with AGMARKNET, so that one can find as to
how it contrasts with marketable surplus,
ii. compare weighted average price derived from AGMARKNET data with
the peakseason farm harvest price provided by th&tateDESs and
iii. compare peakseason price from State DESs visa-vis peakseason
price derived from AGMARKNET.
The Committee considered the issue oflifferences between the estimates
provided by the States to theMoAgFWand the final estimates released by the
Ministry as pointed out by DESRajasthan. It is felt thatthe only way-out would
be to discuss and reconcile the estimatebetween MoAgFWand the concerned
State/s.
As the area under Kitchen Garden is being covered in the ?#ound of NSS Land
and Livegock Holding Survey,the Committeenotes that the rates and ratios for
this can be updated using this data for both rural and urban areas.
To explore the possibility of estimating output ofspeciewise fishing, NAD has
circulated a format for collection of this data to all States. It has been done taking
a cue from Tamil Nadu, whichs compiling its District -wise output from fishing
in this manner. The Committee recommend this for all States/UTs, so that the
list of specie becomes more exhaustive and the All India estimates become more
realistic. States may take initiatives to collect the same as Agriculture is a State
subject and estimates such as this need to Ipeade using bottom-up approach.
The Committee feés that crop-wise inputs are the need of the hour, as data on
crop-wise GVA is an essential prerequisite for the betterment of farmersThe
NAD should communicate with all State DESs to obtain the ground level
information on the crop-wise inputs from the State Agriculture Departments
Further, NAD may check its availability from the CACP, MoAgFW. Tharnittee
also suggests that all the States should conduct field surveys through
Agricultural Universities for generating estimates on cropwise value of different
inputs namely, seeds,fertilizer, pesticide, electricity, repair & maintenance,
labour component, etc.
It is important to note that the NAD gets firm data on total use different items
of input namely fertilizer, pesticide, etc. from other sources. Therefore,
whenever a State/UT is preparingcrop-wise estimate of input or Dstrict -wise
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(xi)

(xii)

estimate of input, they need to ensure that the tatl of these cropwise or
District-wise estimates add up to the State level firm figuseused by the NAD.
Further, periodic studies on inputs used for a few most important crops grown
in a State can ensure continuous updating of the State level rates and ratios for
inputs.

As informed by DES (Delhi),the State is using Cost of Cultivation Studies for the
information on the inputs for their Agriculture sector. It is recommended that
other Statesshould also try compilation using similar approach.

The issue of inclusion of the rent charges fothe tractors and bullock labour
needed to be examined. Also the depreciation cost on these, which is currently
not covered needs to be thought of.

3.1.4.MINING:

(i)

(ii)

(iii)

The Committee recommended sharing the list of the mining companies, both
Government andprivate by NAD, with the States. The Statewiill provide the list

of minerals mined by these companies. Based on this data, companigse and
mineral-wise GVAestimates can be prepared for the mining companies.

The Committeeobserved cases othe differences between the IBM data and the
State dataand recommended that such differences shoultie resolved by the
States.

The Committee was informed that the States have been intimated about the new
list of the Minor minerals (copy of the gazette notification whee some major
minerals had been converted to minor mierals is placed in theAnnexVI) and
they need to collect information and provide the same to NAD for incorporation.
The Committee recommended the States to regularly collect information about
the minor minerals including those newly added.

3.1.5 MANUFACTURING:

(i)

(ii)

ASlframe with the CIN may be shared with the States; but the same cannot be
made public on account of the confidentiality and privacy of the information
Alternatively, basedon the ASlframe, the States could be provided with a list of
manufacturing units that are located in the Sate and belong to the MCA list of
companies

ASI schedule should bear information whether the copany is a single
establishmentmulti -establishments in single State 1o multi -establishments in
multiple States. The above information would enable direct estimation in many
cases and in only 40%460% of the cases, allocation may be resorted to where the
enterprises are multi-establishmentmulti-State type. The Committee also

27



(iii)

(iv)
v)

(vi)

(vii)

advised NAD to study the CIN mismatches between the ASI and MCA data and
inform about the same tolndustrial Statistics Wing.

The Committee was informed about the fact that the MCA has agreed to share
the list of the MCA data with somef the States. The primary idea behind it was
to get an idea of the single establishments identified. In this regard, it was
stressed by the Committee that the business registers should be regularly
updated by the States so that an up-date frame is avaable. The proposal to
conduct Economic Census every three years would go a long way in helping such
efforts.

The Committee suggested the States to come up with proposals for updating the
ASI frame.

The information of the GST datg the format, content, classifications, geography,
details about transactions, etc.- is yet to be made available. Moreover, GST
would not provide mapped information about the products and the activities.
The Committee suggested that the GST data needsb® explored further. The
detailed usage of the GST data may be taken up in the next round of base
revision exercises. The format in which the data is required need to be sent to
the GSNso that the requisite data may be supplied in the needed format.

The Committee recommended that theMCA may be requested to provide the
segregated list of the multiestablishment companies located in different States
along with the information on employment in these companies and the single
establishment companies includiy multi-establishment companies having all
their establishments in the same State so as to have Statése allocation of the
Private Corporate estimate to be more precise. It waelt that doing so will help

in the correct estimation of the Private Corporge sector and reduce the
percentage of allocation.

The Committee recommended that theStates must endeavor to compile their
own IIP instead of using the All India IIP fomaking Sate-level estimates. This
will  help in better estimation. States may also take help of
neighboring/structurally similar States in compiling State-wise IIP/Estimate. In
this regard, the Committee was informed that the matter is being taken up by
DESf all the States. At present, the weights fahe IIP are ASI basedvhich has
certain limitations. The @mmittee was, therefore, of the view that the possibility

of using MCA data along with ASI for constructing weights may be explordd.
was also suggested that for the computation of the quarterlestimates, the
States should adopt similar methodology as that being used by the NAD for
estimates at the Allindia level. Hence the growth rates based on quarterly filing
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would be more apt as compared to using IIP growth for the quarterly estimatés
However, the Committee suggested that the States should not immediately
disrupt the current series. They can change the methodology during the next
base revision.

(viii)  After making all efforts to get the direct estimates at the State level, the
remaining part has to be based on allocation of the MCA aggregate for the same
part. The Committee expressed concerns about suclallocations of the MCA
aggregatesfirst Statewise and then compilation categorywise using AS] as this
might not be very precise.lt, therefore, recommends examining the reverse
exerciseand, if found adequate, maye carried out during the base revision.

Apart from the above, the Committee was apprised of the fact that the entire cycle of the
ASl data availability has changed andhat the final estimates can be expected much
early from 2019 onwards. Discussing the fluctuations irBtate-level GVA estimates in
the ASI data, the Committeeecognized the effect these may have on the estimate$
manufacturing sector GVA at tate-level, but felt that the possible alternate method of
using 3 year moving average to smoothen out the flucttians is not a verydesirable
method asit would defeat the very purpose of examining the actual performance of the
establishmentand capture fluctuations therein

3.1.6 ELECTRICITYGAS and WATER SUPPLY

) The Committee suggested encouraging those Stateghich can compile the
estimates directly as these estimates would be more appropriate. Also, it was
suggested that the list of all Electricity companiebe sharedwith the States by
the NAD.

(i) In the case of the multistate companies the respective compargs can be
approached for providing ratios using which theState-wise distribution can be
made. At present States like Delhi and Odisha ammpiling their own estimates
for the Private Sector Electricity. Similar approach if adopted by other States
can improve the proportion of direct estimates and reduce the proportion of
allocation-based estimates

3.1.7.CONSTRUCTIQON

0] The Committee was apprised about the study awarded to CBRI, Roorkee by NAD
for revising the rates and ratios of the construction sector. It was informed that
all the States are being covered in the study antie ratios and rates would be

* An issue related with availability of required data needs to be pointed out. -8tas data on quarterly filing
may not be asilable since most of the companies are meb@sed and some States have no listed companies.

This problem also exists for the annual estimates and the solutions suggested to overcome it should also apply
here.

29



(if)
(iii)

(iv)

v)

(vi)

estimated separatdy for each State. Mus the variations amongst Stateswould
betaken into consideration. The Committee was of the opinion thatraindicator
based on other materials like glassplastic and woodin addition to steel and
cementcan be more useful for theallocation of the National level estimates. The
results of the study can be used to improve the estimates.

The Committee recommended exploring the feasibility of using the GST data,
once it becomes available.

The Committee felt that the GVA for the Constaion sector is probably
understating the actual growth. It was suggested that the Commodity Flow
method may no longer be a very correct method for estimating GVA inthe
Construction sector. The Committee suggested that during the next base revision
exercise, certain methodologies may be developed for makirdirect estimates of
the Household sector. Hence an alternate method may be explored for the
estimation of the HH part especially as the estimates of other institutional
sectors such as the corporate, NDand GG are estimated independently from the
books of accounts. Also, a comparative study can be made using the estimates of
the HH from the Commodity Flow and actual estimation.

As far as the State level Private Corporat8ector estimates are concerned, the
Committee felt that the States need to take initiatives in this regard and the same
may bedone by way of conducting surveys for improvement of their estimates.
States can share their best practicesvith other States which will widen the
scope of improvement for all States for mutual benefit

In addition to this, it was also suggested that the information on the Road
Statistics may also be explored for knowing about the details of the roads
constructed.

Also a suggestion was nde regarding exploring the studies on rural and urban
housing under Pradhan MantriAwas Y ojana.

3.1.8TRADE, REPAIR, HOTELS AND RESTAURANTS

(i)

(ii)

GST registration data together with annual turnover data may be analyzed to
make estimates for rural and urban sectors. Also the Registration details of GSTN
data can be shared with the States to develop the District level estimates. In this
regard, the Committee suggested exploring the GST data once it is received.

The Committee is of the view thathere is a need for mapping the GST with the
MCA datafor providing better means to allocatenational aggregates toStates.
The Committee vas apprised that the format for obtaining the GST dat@r this
sector has been provided to Bpartment of Revenue ad NAD is in regular
contact with them.
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(i)  The Committeeconsidered the possibility of using the Gross Trading Index (GTI)
for making GVA estimates and suggested thakercises using the GTshould be
carried out before it is used for estimation purpose.

(iv)  The Committee suggested the possibility of using the latest Economic Census
data, which is currently in field, especially for the trade sectoronce they are
available.

(v) For the Hotels and Restaurants sector,ifferential Weights based on domestic
and foreign tourists may be used for Statevise allocation in line with the logic of
effective labour input. In this context, theCommittee advised to try and assess
differential weights for the Statex EOA AT I AOOEA AT A OEA &I OAl
Moreover, the Commitee suggested ensuring that the homstays in all the
States are also captured.

(vi)  The Committee is of the view that thecoverage of the commission agents etc.
needs to be relooked. Some States may be asked to undertake Surveys for
assessment of contribution of the commission agents. The results from the 73
NSSound may also be explored in this regard.

Apart from the above, the estimates for the informal sector can be improved once the
regular annual data from the ASSSBNnd the ASUSE is available. The Committee was
informed that the same are in the pipeline and will commence soon.

3.1.9. TRANSPORT, STORAGE AND COMMUNICATION

0] With regard to the surveys to be conducted for gauging the average life of
vehicles, it was feltby the Committee that the stock of vehicle on the road is
difficult to obtain since the data on the scrapped vehicles are not aigavailable.
The Committee suggested that the States may initiate the calculation taking into
consideration the legally stipdated age of the vehicles. They may then provide
the same to NAD for calculation purpose. DES (Rajasthan) reported in th&e 6
Meeting that they could obtain the data on vehicles with valid permit to ply on
road. The other States may also explore their datources in this regard.

(i) The Committee suggested using total revenue collection from the GST data at the
broad level of economic activity as a good indicator for the Quarterly estimates
at the State level.

(i)  The Committee suggested that théata (on number) related to Erickshaws,
Ola Uber taxi may be collected not through surveys but through the respective
registration authorities because they have complete data on the number of taxis
and auto rickshaws.Hence these can be appropriately covered in SDP basel
their registration and operation.

(iv)  The Committee suggestethat NAD should providecompilation of category-wise
LI and thecorresponding GVAPW to the States for the benchmark year.

31



(vi)

(vii)

Wherever the Statewise number of staff or preferably the wagebill in a
company is available, it may be used for allocation of GVA of that company, as
long as better indicators are not available. The office of the Provident Fund
Commissioner may be explored to find whether they have Statgise number of
employeesor the salaies of those employeedor the CompaniesThe Committee
also suggested exploring the Annual Survey of the Services sector in this regard.
GVA of Courier Services is allocated on the basis of the GV#efDepartment of
Posts. It is most likely that Courier and Postal services may not behave
identically and there may be substantial differences in their operations and
productivities, and therefore a better indicator may be explored/identified for
allocation of all India G/A of Courier Services to various States. Hencéiet
Committee advised to carry out the exercises of allocating the GVA adfurier
with a better indicator- such as GVA of Trade, Hotels and Restaurants or the GVA
from the Manufacturing sector since the usef courier services is the most in
these sectors.

The issue relating to boatmen facilitating crossing rivers at certain points being
inadequately captured in the GVA estimation process was also discussed. The
Committee suggested that States may take thedd in identifying the number of
workers in the sector.

3.1.10.FINANCIAL SERVICES:

(i)

(ii)

(iii)
(iv)

With regard to the Chit funds and SelHelp-Groups,the Committee suggested
examining the results of the 78 round in the light of the AIDIS (77 round)
before the same is considered for the National Accounts Statistics.

The current practice of allocating the national GVA of the banking sector using
indicators like credit disbursed was not considered appropriate by the
Committee, particularly becawse direct estimates of a large part of such GVA is
readily available at the State level. On specific request made to RBI, it provided
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surplus by major public and private sector lanks by States. By using the data,

the proportion of the allocated GVA can be substantially reduced in this sector.

RBI should be requested toprovide such data on Quarterly/Annual basis by

States for public and private sector banks regularly. This wouldchot only

improve the quality of the estimates but would also bring down the proportion

of allocated estimates.

7EOE OACAOA O1 OEA 11T1TAU 1 Ak Eédiniitéz AAA
suggested doing exercises using the ®3and 77h round of the NSS.

Reaarding the usage of the Statavise business of Postal Life Insurance (PLI) and

Post Office Savings Bank (POSB) for the allocation of the-lalflia GVA of these
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enterprises among States/UTs,He Committee suggested that instead of wages
and salaries, whichare currently used, the use of Business/Premiumsaotild be a
better indicator.

3.1.11. REAL ESTATE, OWNERSHIP OF DWELLINGS AND PROFESSIONAL SERVICES:

(i)

(ii)

(iii)

The Committee suggested that instead of using CPI (House rent) as an indicator
for rent per household someother alternative may be thought ofbecause the CPI
(House Rent) is not strictly based on the house rent paid by households and ron
household establishments Also the interCensusgrowth in the number of
dwellings needs a relookEvery local government baly has information on the
houses and structures located in their territory on an annual basis. Similarly,
States should identify the extent of urbanizatiorregularly by using annual birth
and death registration numbers in eah local government jurisdiction.

The Committee encouraged the States to get data from the respective State RERA
for examining the usable data availability. DES(Rajasthan) managed to obtain
data from RERA. Other States must also take initiatives in this regard.

The Committee recommendedill the States to have an updated business register
collected and collated from local government bodiesAlso the estimates from the
PLFS can be explored in this area.

3.1.12PUBLIC ADMINISTRATION:

(i)

(ii)

(iii)

(iv)

Regarding revamp of the software for the locdbodies/autonomous institutions,
DES (Rajasthan) informed about the software prepared for analyzing local
bodies' estimates. It was decided during the meeting that other States can
replicate the work done by Rajasthan and develop their own software. Sincket
formats for the State local bodies and autonomous institutions are not uniform,
single software designed by NAD will not serve the purpose. Hence States need
to take individual initiatives in this direction.

The Committee recommended DES (Rajasthan) wemonstrate BHAMASHAH
software so that other States can take help in this regard. It was decided that the
State Workshops can also be a platform for this presentatiorSimilar best
practices of the States/Centre may be demonstrated to other States and if
possible may be replicated for the improvement of the Statistical System.

In order to minimize the extent of allocation, exact salary information of the
autonomous institutions may be used. In this regard the Committee suggested
the States to provide detal A ET &£ O AOGETT AAT 66 OEA
Institutions.

As the wage bils of Central Government employees are available Statéise, the
NVA may be directly given to States else weighted average of different categories
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(v)

of employees may be resorted to. Avability of State-wise wage bills with CGA/
other agencies may be explored. The Committee suggesta#ing up the matter
with CGA forchecking the data availability. NAD, MoSPI has taken up the matter
with CGA asking for Statavise and Ministry-wise details of number of Central
Government Enployees as per pay levels.

The Committee was informed that the matter regardingobtaining the
information on the local bodieshad been taken up with M/o Urban Affairs and it
was found that the data in the format required was not available. In this regard,
the Committee suggested the States to come up with robust estimates of the
same. DES (Rajasthan) reported in thegVeeting that all the required data from
the local bodies ha been collected by the State. Similarly, other States may also
take lead in collecting data of the local bodies.

3.1.13.0THER SERVICES:

(i)

(ii)

(iii)
(iv)

The Committee suggested that for the sectors like health aretlucation, States
can have their own surveys. The States may add to the sample of the Centre and
pool the two to make their estimates better. It was felt by the Committee that the
States having a larger share in these sectors can take the initiatives inish
regard.

The GVA for the Education has not been adequately covered for the Manipur
statej AOEAAT AA EAO AAAT CAOEAOAA &EOTIi
Committee). Also several recreational parks present in the State are not being
captured. Besideswhat they propose to capture in the next seriesdl States may
carry out some State specific studies/surveys on the subjects such as private
coaching, tuitions, recreation etg.which so far have not been captured. A bottom
up approach would be more appopriate where datashould flow from State kbvel

to National level. The Committee suggested having studies of these activities by
the States. The Committee further suggested taking up the matter during base
revision.

The Committee suggested States to takelaad role in the compilation of the
estimates for the entertainment sectorand come up with better estimates.

®edical tourismdis developing rapidly. The Committee recommended that the
States may take initiatives in this regard and capture the same in the new series
at appropriate place

3.1.14CONSUMPTION OHRXEDCAPITAL (CFC)

(i)

The Committee is of the opinion that a detailed emination of the methodology
may be undertaken for the compilation of the all India CEGvhich is not within
the purview of this Committee NAD may revisit the lifespan of the various kinds
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of assets (Asset Life Table), particularly, IPP keeping in vievind new Law in
respect of the IPP. A review of the indicators to allocate the CFC needs to be done
and the possibility of using physical capital stock for allocation of CFC wherever
possible may be explored e.g. Farm House Survey in case of Livestock CFC
distribution, number of registered vehicle information in case of Road Transport
CFC distribution, etc. Currently, for most of the cases GVA/GVO of the States is
being used. In case of the household sector, fixed assets of'@@und of NSSare
being used. The Committee suggested exploring theethodology in-depth
during the base revision exercise.

3.1.15FINANCIALINTERMEDIARYSERVICESNDIRECTLYMEASURED (FISIM)

) It was informed that the FISIM tolntermediate Consumption (C) ratio would be
a better indicator as compared to the FISIM to GVA ratio as far as allocation of
the FISIM to the States is concerned. But, since Statese IC is not available, the
old methodology may be continued till the time States compile their own ICThe
Committee suggested that there is a need to compare the FISIM so computed
with the GSVA of banking susector for retaining consistency atStatelevel. This
is important in the light of substantial revision of method and data source
recommended forthe estimation of GSVA of the Banking stgector.

3.1.16. STATEWISE ALLOCATION OF CENTRAL PRODUCT TAXES AND SUBSIDIES:

()  The Committee observed that the allocation of custosmduty pertaining to
manufacturing has been done at an aggregate level and opinttht if the same
could be done at 2 digit level of industrial classificationthe estimates would be
more refined as the industrial structure of each State would be taken into
account

(i)  For allocating remaining central product subsidy, currently being aticated in
GSVA excluding Public Administration proportions, it was suggested that sectors
like other services, health and education may also be excluded in addition to
Public administration since they are State subjest

(i) Regular flow of data pertaining to GST collection Statevise being used for
allocating total GST among States may be ensured.

3.2 GSDP Estimates at Constant Prices

3.2.1.In any economy, the growth performance is judged only by the real growth ratese.
the growth rates at constant prices. The constant price growth rates reflect the actual
dynamics sans the price effects. Hence, the methodology for compiling the estimates at the
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constant prices is also vitally important and the Committee had detaitedeliberations on it
in its 6" meeting. The followingpoints emerged from the discussionsn this regard:

Vi.

Vii.

viil.

The Committee was happy to note that DESRajasthan could obtain
information from RERAthat would be useful for estimating new construction
activity. The other Statesmay alsotake similar initiatives to improve the
estimates of new construction For the land transport sector also, DES
(Rajasthan) could obtain data on vehicles with valid permit to ply on road.
Similarly, it has also successfully colleted all the relevant information from
the local bodies.DES (Rajasthan) haslso agreed to provide the format (for
RERA, cooperative societies, valuation from construction activities) for
collection of data, which can be useful forother States as well. Te
Committee appreciatesthe efforts and initiatives taken by DES (Rajasthan)
and expectsother States to take similar initiatives.

The Committee recommended exploring the production and prices for Coal
and Petroleum for the base year to improve theestimates of the Fuel
Minerals in Mining sector.

For the water supply, the Committee suggested exploring rural water supply
as well.

For the water transport, the deflator used currently is CPI (Transport &
Communication) as it is the closest proxy availaBl The Committee was
informed that if in future separate indices for Transport are available, the
same would be used.

For the Air transport sector, the Committee suggested that airponvise
information of passengers and freight may be collected by the Sést

For the Construction sector, the Committee sygested exploring the RBI
Housing Price Index which is based on the price of house in sale/purchase
registration transaction for major cities.

For the Public administration, the deflator suggested by thednmittee was
CPHW instead of CPICas the price movement of Public Administration NVA
(which is nothing but the CoE) is governed by the former through grant of
dearness allowance.

The Committee suggested that for the Ownership of Dwellings, the current
method of using the intercensal growth on yearon-year basis may not be
appropriate; instead information relating to RERAand on houses and
structures obtained annually from all local government bodiesmay be
explored.

For the Financial Sectorat the request of the Committee, RBI providedhe
availability status of Statewise data on number of employees, employee
compensation, operating profits (net of losses) from all PSBs and major
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private sector banksand the number of branches of scheduled commercial
banks (SCBs) at State/Btrict/revenue centre level. It is recommended that
such data should be made\ailable regularly on quarterly/ annual basis that
can serve the purpose to prepare theestimates at constant prices for the
sector.

3.2.2.In addition to the above, the following general, albeit germane, suggestions were also
madeby the Committee:

The Committee was of the opiniorthat the issue of manpower in the States may
be addressed urgently. With the huge task of compilation of the Seatncome
Estimates, shortage of manpower will deter their motivation towards active
participation and the quality of the estimates can suffefThe Committee felt that

if State DES be placed under the Ministry of Finance in the State, its functioning
will be more strengthened. Similarly at the Dstrict level, it should be under the
Collector and not DDO (as it is the current scenario) for better performance.

The Committee suggestedrban and rural income estimates at the State level be
prepared for all base years based on the methodology followed at the national
level, which would be useful for State level policies.
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4.1 Introduction

4.1.1. NA introduced the advance estimates of national income in the year 1993,
beginning with the estimates for the year 199293. Thesewere essential for realistic
presentation of the budget estimates along with the revised estimates for the current year
that is not yet over. The same justification applies equally to the advance estimates of GSDP
at State levelln order to have an idea about the immediate economic scenario of the State,
short term macro-economic indicators like the Quarterly Estimates of 8P awe important.
These are nornmally based not on full data setbut onnumerous readily availableindicators.
The Committee is of the view that all States should also start compiling the estimates for
the Advance GSDP estimatesince they are necessary for their annual budgetxercise
particularly for the revised estimates for the current year and for making realistic
estimates for the budget for the next yearHowever, the need for quarterly estimates of
GSDP at the State lelas far less pressing as of now. The States that prepare such
estimates or have decided to do so currentlyat least at a preliminary levelmay continue
doing so,which can later on be improved with the enhanced data sourced-or the rest of
the Statespreparation of the quarterly estimates of GSDP can wait at this stage.

4.1.2. The Committee felt that although the methodology for the compilation of the
Quarterly and the Advance estimatess supplied by the NADto the State DES, the extent of

its usefulness ha never been judged so farAlso, the Committeewvas apprised that regular
sessions on the Quarterly and the Advance Estimation Methodology are being conducted
during the Stateworkshops. The methodology for the compilation of the Quarterly GP at

the national level as followed by the NADs provided in AnnexIV. A similar methodology is
expected to be followed by State DESs to prepare their quarterly estimates of the GSDP.
The Committeesuggested thatall States should also prepare angublish advance release
calendarfor various types of estimates of GSDR line with that of NADfor GDP and related
aggregates.

4.2  Status of the Quarterly and A dvance Estimates by the States

4.2.1 On taking the stock of the various estimates prepared lige States, it was found that
at present, 22 States are compiling the Advance Estimatesf GSDP DES (Assam) has
decided to compile Advance Estimates of SDP from next financial year i.e. 2620. The
State is also planning to organize training cum workshop on its present methodology and
compilation procedure amongst the officials of respective divisiom and district officials.
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Meanwhile, the concerned division has already started comyilg Advance Estimates for
2019-20 on a trial basis. Bihar and Gujarat have compiled the estimates bate currently
not releasing them. DES (Goa) does not compile Advance Estimates of GSD#eaany set
methodology suggested by NADut in order to meet the requirement of the State Finance
Department for borrowing purpose, the DES projects the Estimates by using the sector
wise weighted average of past 3 years. These figures are supplied t@tNSO also, for up
dating on the Official website of MoSPI.

4.2.2 As far as the Quarterly Estimates are concerned, only 3 States are compiling therh

which Andhra Pradesh and UttaPradesh are compiling at base 20312 while West Bengal

is compiling at base 200405. DES Assam) is moving ahead in the direction of compiling
the Quarterly Estimates.

The current status of estimates prepared by all State DES is presentediinnexWV1II.
4.3  Issues discussed duri ng presentations by States

43.1. The 7 Meeting of the Committee took up the question ofthe Advance and the
Quarterly Estimates of GSDP at State levelStatesof Andhra Pradesh, Utar Pradesh,
Maharashtra, Rajasthan, Karnataka and Deliiere requested topresent their approach for
the compilation of the Advance and the Quarterly Estimates. The following points arose
during the detailed deliberations:

0] DES AP) in their presentation informed that the State compiles the estimates for
2 quarters only. Alsq they have their quick surveys conducted eery quarter for
the Manufacturing sector covering industries having 100 or more workers. The
State is also able to obtain the Central and the State GST. For the Corporate
Sector, it was informed that the national level growth rates were usedince
separate Statewise information was not available The selection of different
indicators by the State is dependent on how well the indicator is depicting the
true performance of the State. The State expressed their concern about the
methodology for the compilation in the Construction sector, timelines of
availability of ASI data and pooling of datafrom the Central and the State
samples

(i) DES UP) informed the Committee about its compilation of the monthly State IIP.
The Committee felt that the State should rexamine the ratio of the 75%-25%
for the organized and the unorganized part of the GVO Manufacturing used in the
methodology for the Quarterly Estimates.

(i)  DES Maharashtra) informed about the Economic Survey of the State which they
are publishing regularly. Currently the State is not compiling its own IIP and WPI
but they are working on it. The Committee pointed out that the usage of IIP in
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the Manufacturing sector was understating the performance and needs to be-re
examined

(iv) It was mentioned by the DESRajasthan) that they are currently not computirgy
the Quarterly estimates. Buthe State does have its own IIP and WPI with price
guotations and weighing pattern different from NSO.

(V) DES Karnataka) mentioned in their presentation that they are neither usig the
MCA data nor conducting any quick survey for their advance estimates. The State
compiles State WPI only for the Agricultural Commaodities.

(vi)  DES Delhi) mentioned that the State does have its own IIP but prefers using the
All India IIP because of its stbility.

4.3.2. Apart from the above, the discussions on the use of the quarterly estimates at the
Statelevel based on the time frame and the methodology of estimation indicated that the
basic purpose of preparing these estimates at present is not served/hile the quarterly
estimates made properly with the current data from the respective Statesre expected to
provide a good short term indicator and help to gauge the performance of the State in a
short time span, the current estimation methodology followed by States,based on data
availability at the State level and the time lag of getting those estimatexould be more
misleading than providing suitable inputs for any meaningful policy formulation.The
Committee recommended postponing the effortdo prepare quarterly estimates of GSDP
till the timely availability of necessary data improves to the satisfactory level.

4.3.3. Since, all the States are not compiling the Advance and the Quarterly estimates, the
Committee suggested having a methodolagal note on the Quarterly and Advance
Estimates from NAD andall those Statescompiling the estimates to provide the basis for
discussion and modificationsin future. The Committee also suggested that the States
should have a systematic revision policy andime schedule for the GSDP and related
estimates in the form of a release calendaimilar to the one announced by NAD, NSO

4.4  Variation among the different sets of GSDPestimates published

4.4.1. In the T Meeting, DES (Maharashtra) in their presentation demonstrated the
changes inthe implied annual growth rate of GSDP frontheir different sets of estimates
compiled (as shown in theTable4.1 below). It may be noted that the Advance Estimates
and the It Revised Estimates are prepared in the samgear; and the subsequent revisions
are availablewith the lag of one year eachThe Committee urged all the States to provide
the revisions made in their advance, preliminary, first revised, second revised arfthal
estimatesof annual GSDP growth rateand deviation in the various sets othe estimates in
a tabular form. This would enableexaminingthe robustness of the estimates.
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Table 4.1:Difference between implied annual growth rates of GSDP among different
sets of estimates in Maharashtra

Maharashtra

Table illustrating the changes in the different sets of estimates
Year 3rd _ 2nd_ 1st _ Advanced 1st RE 2nd RE | 3rd RE

Revised | Revised | Revised Vs Adv | Vs Adv | Vs Adv
2014-15 6.3(5.4 5.8 5.7 0.1 -0.3 0.6
2015-16 7276 8.5 8 0.5 -0.4 -0.8
2016-17 9.2 10 9.4 0.6 -0.2
2017-18 7.5 7.3 0.2

4.4.2. SixteenStates have provided the information asked forAndhra Pradesh, Bihar, Goa,
Himachal Pradesh, Jammu & Kashmir, Kerala, Madhya Pradebtgharashtra, Nagaland,
Rajasthan, Tamil Nadu, Telangana, Tripura, Uttar Pradesh, Uttarakhand and Delhie
comparison of the estimates for the year 20186 at current prices for these $ates has
been shown inTable4.2 below.

4.4.3. From Tables 4.1 and4.2 below it can be seen thatout of the aggregate of45
consecutiverevisions carried out by the 16 Sates for the year 201516, 22 are less than 1
percentage point; 32 are less than 2 percentage points; 3@re less than 3 percentage
points; and only 9 are above 3 percentage points. Thisignifies that the estimates are
robust and regular revisions givea scope for the finerefinement in the estimates The data
sources are also stable with minimal fluctuationsThe detailed data on absolute GSDP
estimates as revised from time to timefrom these 16 Statesis provided in the AnnexVIl at
the end.
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Table 4.2: Percentage Difference between consecutive revisions in estimates of GSDP
for the year 2015 -16 at current prices made in selected States

GSDP at current

States/UTs prices % Difference
(Rs. Crore)

Andhra Pradesh
Advance Estimate 603376
First RE 609934 1.1
Second RE 600298 -1.6
Third RE 604229 0.7
Bihar
Advance Estimate 486430
First RE (Q) 413503 -15.0
Second RE (P) 381501 -7.7
Third RE (Final) 369469 -3.2
Revised as per new data received 371602 0.6
Goa
Advance Estimate -
First RE (Q) 45002
Second RE (P) 54275 20.6
Third RE (Final) 55054 14
Himachal Pradesh
Advance Estimate 110511
First RE 113667 2.9
Second RE 113355 -0.3
Third RE 114239 0.8
Jammu & kashmir
Advance Estimate 119182
First RE 117451 -15
Second RE 117187 -0.2
Third RE 117168 0.0
Kerala
Advance Estimate -
First RE(Q) 588337
Second RE(P) 557947 -5.2
Third RE (Final) 561994 0.7
Madhya Pradesh
Advance Estimate 565053
First RE (Q) 543975 -3.7
Second RE (P) 530443 -2.5
Third RE (Final) 541189 2.0
Maharashtra
Advance Estimate 1969184
First RE 2001223 1.6
Second RE 1986721 -0.7
Third RE 1966147 -1.0
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GSDP at current

States/UTs prices % Difference
(Rs. Crore)

Nagaland

Advance Estimate 20524

R.E 19214 -6.4

Rajasthan

Advance Estimate 674137

First RE 672707 -0.2

Second RE 683758 1.6

Third RE 681485 -0.3

Tamil Nadu

Advance Estimate 1176500

Advance Estimate ( Provisional) 1176500 0.0

Telangana

Advanced/ Provisional Estimates 583117

First RE 575631 -1.3

Second RE 577902 0.4

Third RE 577902 0.0

Tripura

Advance Estimate NA

First RE 34368

Second RE 35938 4.6

Third RE (Final) 35938 0.0

Uttar Pradesh

Advance Estimate 1145234

First RE 1153795 0.7

Second RE 1144494 -0.8

Third RE 1120836 -2.1

Provisional 1119862 -0.1

Revised Provisional 1137808 1.6

Uttarakhand

Advance Estimate 185753

First RE 184091 -0.9

Second RE 176171 -4.3

Third RE 175772 -0.2

Fourth RE 177163 0.8

Delhi

Advance Estimate 558745

First RE 551963 -1.2

Second RE 548081 -0.7

Third RE 550804 0.5
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51 Introduction

5.1.1.The GEDP can be compiled usinghree methods: Production Method, Income Method

and the Expenditure MethodWhile the primary task assigned tahe Committeeis to focus

on the production side of the estimation of the A3P,the estimates from the expenditure

side are equally important not only because they enable to check the robustness of the
estimatesof GSDPbut also because estimates of components of aggregateenditure are

useful for various public policy decisions. The difference between the estimates using the

001 AOAOGETT AT A %@bAl AEOOOA ! POl AAET & O0DAOI Ad
AT A T 1 EOQKeAdwérO&EA OOOAOEOOBAAIOEAE AQROOBO AMEOMRO OE.
seen inChapter 2above, he Committee on the Regional Account€CRA)set up in 1972 as

well as the National Statistical Commission (NSC) appointed in 1999 and High Level

Committee on Estimation of Saving and Investment (HLCESI) appointed in 2007
recommended compilation of the expenditure side of the State Accounts incorporating the
inter-state flows. But, till date not much work has been done by official agencies in this

direction. A few States took the initiative in thecompilation of the capital formation for the

public sectorz largely the State government sector within their territory, but even that has

neither been replicated by other States nor continued by the States themselves.

5.1.2. In this context, the present Committee has examined possibilities to initiate
compilation of the expenditure side estimates so that the work gets started which can
subsequently be improved with better availability of data. The Committee decided to start
by reviewing the estimation work done so far by States on any of the components of
aggregate expenditures. It alsaeviewed the work done by individual researchers for
Indian States. Finally, itnoted availability of fresh data from official sources which are
already in the public domain or are feasible to be collected for official use. For instance,
DGCIS has started regularly publishing international export data Statewise and
commodity-wise. A similar attempt can easilypbe made to do the same for thenternational
import data as well. Similarly, the GST data on interstatéiows of goods and services would
be very useful. These data, if available can be an important source for the compilation of
the expenditure side of the GSDP.
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5.2  Estimation of Expenditure Components Prepared By States

5.2.1 Out of the standard components of aggregate expenditures, Private Final
Consumption Expenditure PFCE is the most important one in terms of its magnitude and
weight at the national level. Presently only DES (Maharashtra) has conipd PFCE
estimates for the year 200405 to 2008-09. For this, the State leveConsumer Expenditure
Survey (CES estimates were used for apportioningthe all India PFCE estimatedor
approximately 80% of the items For those items which could not be derived using the CES
study, DES(Maharashtra) used th&tate share (lased on GSVAGVA) provided by the then
CSOto allocate the respective Allndia PFCE estimates.

5.2.2 As far ascompiling State levelGross FixedCapital Formation (GFCI is concerned,
comprehensive estimate for the year 2004-05 for private sector, public sector and supra
regional sectors for all (the then) 28 States and 7 Union Territoriesalong with the
corresponding national estimateswere prepared and presented by the HLCESI (2009.
361). The methodology followed was similar to the one followed byRajeshwari et al.
(2009). Sme of the States are currently compiling GFCF in respect of the public sector
only. Assam has compiled the GFCEtenates for only public sector but they are currently
attempting to cover the remaining sectors as well. Also a survey on GFCF has already been
taken under State Sample Survey §S$ scheme A £w States like Kerala, Punjab, and
Rajasthan are compiling theestimates for the wholeof their State economy. DES (Uttar
Pradesh) is compiling GFCF for government sector and HH parttbe private sector. The
State has prepared the GFCEstimates for the year 201617. DES (Maharashtra) is
currently preparing the GFCF estimates for PubliceStor. GFCF estimates fathe private
sector are also attempted for the year 201112 & 2012-13 and have been submitted to CSO
for comments. The detailed status of the estimates prepared by different State DES is
provided in the AnnexMII.

5.2.3. It can be seen from theAnnexVIlll that every State DES is preparing regularly the
AT TTITEA ATA 000DPTI OA #1 AOCOEEAEAAOQETT 1T &£ AGPAT A
AAPAOOI AT 6O &O01TiI OEAEO 30A0OA6O0 AT 1 OA1 AOGAGCAO
Final Consumption Expenditure (S6CE) should be readily obtainable on a time series
basis from it. However, it forms only one of thehree components of GFCE at the State

1 AGAT h OEA 1T OEAO Oxi AAET C #A1T OOAT 1 OAOT T AI
Expenditures. AnnexVIl also shavs that sx out of 33 States/UTs are not able to either get
or analyzeOEAE O 1 1 Buddet expénditirds@iad four out of the remaining ones are

able to get only a partial picture. Moreover, none of the State DES is able to prepare a
comprehensive e©QET AOA T £ ' &#% ET Al OAET ¢ OEA #A1 OOAI
State.
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5.3 Studies by Individual Scholars

5.3.1 The Committee considered studies by individual scholars on this aspect in it$"8
Meeting. A detailed review of literature revealed only a few studies by individual scholars
on estimates of expenditure side of GSDP and Capital Stock for Indian Staié®se studies
are listed for quick reference in Table 5.1below. Most of the studies for the State level
estimates of PFCEand GFCF cited inTable 5.1have only focused, and rightly so, on
generating the estimates for the respective components at the State level consistent with
the national level estimatesFor estimating capital formation at the State level, the method
used by the researchers is to follow the expentlire approach for each industry/sector
separately and allocate the respective national estimates among States. This approach,
moreover, uses the same sourceof data (ASI, AIDIS, NSSO surveys, etc.) as used for
deriving the national aggregates. For estimating PFGE the State levelauthors have used
adjustments by items of consumption to make the NSS household consumption
expenditure survey estimates compeable to the NAS estimates at the national level. These
item-specific adjustment factors derived at the national level are then used for different
States to arrive at their aggregate PFCE.

Table 5.1: List of Studies done in the area of the Expenditure Side of GSDP and
Capital Stock at the State Level in India

1 |[O%OOEI AGETT 1 &£ 30A0A 1 AOGAT O0OEOAOA
and Reena SinghJournal of Income and WealiNol 39(2) JulyDecember, 2017
2. | (Regional Accounts of India: Methods, New Estimates, and Their Usds $ A
Sethia,TheReview of Income and Wealil62(1), 2016, pp. 92119.
3. [O%OOEI AGEIT 1T &£ All YT AEA Al A 3 04ROV
3000AU6h 48 2AEAOExAOEhIQ 2 AJAdmAl of 3nEoin€dag
Wealth, Vol 37(1), JanuaryJune2015
4. | Savings and Investment in Indian States: Implications for Growth and Pu
Finances, Deepak Sethia, Doctoral Thesis Submitted to Indian Institute of
Management, Ahmedabad2013.
4. [O%OOEI AGETT T £ &E@AA # ADPE O RinjalBabd Harfaga
3 OA OA Ojd Singh $ethi and Supreet KaurjJournal of Income and Wealti/ol
34(2), July December 2012
6. |[AEst i M&tCIEngat S t S SharmdaedvJe YadasPresented at Annug
Conference of Indian Association of ResearchNational Income and Wealih
201QTrivandrum.
7. |O%OOEI AOCAO 1T £ #APEOAI &1 Of AGETT AO
and Harihar Sahoq Journal of Income and Weal{Wol 31(1), JanuaryJune2009
8. | GCapital Formation in Punjab and Haryana A comparative Analysi® Amarijit
SinghSethi, Journalof Income and WealthvVol 31(1), JanuaryJune, 2009
9. | Gources of Economicrowth and Acceleration in GujaraiRavindra H. Dholakia,

® Assistance provided by Prof. Deepak Seithithis regard is gratefully acknowledged.
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Economic and Political WeekJywol 42(9) Mar (39), 2007, pp 770-778.

10. | Getatewise Estimates of Financial Savings of Household SectoAn Exploratory
Studyd h + 8 38 2 Al ARammBesHJah@lifand2ABhintan Daslournal of Income
and Wealth Vol 28(1), JanuaryJune2006
11. ([APrel i minary Esti mat es o RaviRdeagdi @halakib]he/
Journal of Income and Wealth8, 2006, pp3-14.
12. | ACapital Formation at Staté e v eR. Lakhchaura, Ministry of Statistics ang
Programme Implementation Official Statistics Seminar Sekietume |, 2004, p.38
64.

13. | AA Proposed Met hod o fConsumptipni Eixpenditure BtrSte
L e v Al KamT. Baskaran and A. K. Guptpresented to 18th Biennial Seminar
Income and WealtHARNIW, Jaipur, January 168,2004.

14. | 0 %O O E iStatélBcbnge at Market Pricesin ' O E A Ravifidnad. Dholakia, S.V.
Trivedi and R.J.ShahThe Journalof Incomeand Wealth,Vol.24, No.1 (JarnJune,
2002), pp.72-79.

15. | "First Estimatesof StateLevel Stockof Capitalfor Major Statesin India," Ravindra
H. Dholakia,Indian JournalRegionalScienceVol.27,Nos.1& 2, 1995; pp.11-26.

16. | i AStudy on Estimation of Differeri¥lacro-Economic Aggregates and the Growth g
Economy of \Ké&sMajurBdariB.Ray, anadP. Dattdhe Journal of
Income and Wealtly,, 1984, p24-35.

17. | "Statelncome Inequalities and Inter -state Variations in the Growth of RealCapital
Stockin India", Bakul H. Dholakiaand Ravindra H. Dholakia, Economicand

Political Weekly, Vol. 15, September20, 1980.

19. |lASt andard Tabl es dvla h 8 t a 8VibAt TREng@mndnS. 1.
WagleThe Journal of Income and Wealth1976, pp. 1#44.

5.3.2. In order to put all estimates of expenditure sideof GSDP in an overall framework to
make them more useful not only for policy making but also for reggch and analytical
purposes, the Committee considered two alternative frameworkselevant for State level
estimation. Out of all the studies quoted inTable 5.1 only Dholakia (2006) and Sethia
(2016) attempt the overall framework for State level estimates of saving from the
components of expenditure side of GSDP The Committee invited both of them to make
detailed presentation to what is feasible for the State DES in the present context and when
more and better data are available in future.

5.3.31.The purpose of the presentation by Ravindra H. Dholakiawas to provide a
framework for estimation of the expenditure side of GSDP and saving rate at tBéatelevel.
4EA 30A0OA8O EI BPT OO0 AT A (¥ Aim A©Bdbnz&i© and A OA
international parts. It is clear that stimate of GSDP at market pricebecomesa crucial
elementin estimating GSDP by the expenditure side btite current method to estimate the

®1t must be pointed out here that HLCESI (2009) quoted above in Chapter 2, section 2.4 does present a similar
framework though not very formally and clearly, with the result that analytical use and interpretafighe
estimate of saving remain vague.
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same does not consider data availability at th&tatelevel. For Gujarat,he could obtain the
data onlocal levelindirect taxes by Dstricts. Also the Central Indirect Taxes consisting of
Central Excise (now GST) and Customs Duty collected from proéus and consumers of
Gujarat were available for the State.lt is hoped that Excise Commissioneratein States
would have these data for GSTAIl States should explore the feasibility of obtaining the
Local level taxes datas a part of strengthening data collection from local bodieSimilarly,
local and State level subsidy needs to be estimated bgtates. Referring to the Letters to
editor in EPW dated April 19, 2003 (p. 1518) by ProfNilakantha Rath, Dholakia further
elaborated that for deriving the custom duty paid by the units working in a State, Ministry
of Finance can be approached by the NAD, NSO. It was informed in the said letter that every
custom office sends a single page statement relating to every individual import/export
transaction, recording the item imported/exported, the value of import/export, the tax
assessed and paid, the country/party from which imported/exported and the party which
imports/exports it. From this information, it should be possible to obtain the Statavise
customs duty and also the value of international imports made by unitsvorking in
different States. In case, this information is not possible to obtain for whatever reasonthe
Committee pointed out that ASI collects data on imports made by factories located in
different States and thus direct imports by organized mantacturing could be made for
each $ate using ASI data. Also, for single establishment companies, imports data should be
available in MCA and this wold provide Sate-wise imports. However, some components
would be missed. If imports are made by traders anthen sold to domestic buyers, this
would be hard to trace. Also, for multiestablishment companies, while total imports are
known, its distribution among different units located in different States is not known.
Some adjustments based on assumptions walibe required to bridge this gap.

5.3.3.2.The other components like PFCE an@FCEn $ ET 1 AgfugyAvie@ derived by
using NSS CES data and Economic & Purpose Classification of State Bsddetestment
expenditures in his study were derived byallocating national aggregates t&tates based on
regressions for individual componentsof GCE For deriving the Saving estimates at the
Statelevel, the expenditure equation for GSDP is modified to include flows of income and
transfers from the Rest of tre World (RoW) and the Rest of India Rol). He argued that out
of the six components identified, four components can be estimated with current data
availability at the State level and hence, it is possible to estimate Saving leseet
Remittances from Indiaand aroad for every State Such an estimate of Saving at the State
levelin itself will be very useful.

5.3.3.3 The proposed framework for estimation for any St& can be summarized as
followsz
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GlPmp=C+1+G+ZXM

GSDRp=C + | + G +1X Mt + X3 Z Mg; where f and dare Foreign and Domestic Flows
NOW,

GSDRyp = GSDBR, + Indirect Product Taxesz Product Subsidies

Indirect Taxes = (Local Indirect Taxes + District Indirect Taxes + State Indirect Taxes +
Central Indirect Taxes) paid by people ahe State

Subsidies = (Local & State Subsidy + Central Subsidy) given to peopléhefState
XeZMa=GSDRpz Cz17GZ (XrZ My)

If we get firmer estimates of X and My from the GST data, we can get GGFI) as a residual.
Alternatively, if we can estimate GCF also directly at the State level, this framework can be
used to obtain an estimate of the Errors and Omission8ut so long as GST data are not
available inusableform, this method providesonly an approximation.

Estimates of Saving at the State level can be obtained-as

S=1+(XZ M) + (X ZMg) + (G + Subsidies + Domestic net Transfer Paymengs
Government Taxes from the State) + (net Factor Income from Abroad + International net
Transfer Payments) + (net~actor Income from Rol + net Transfers from Rol)

Out of the $x componentsaboveon theright hand side (RHS, first four components can be
estimated directly at the State level.

Thus, we can estimate ( net remittances from Rol and abroad) at the Statkevel. If we
can obtain net remittances from abroad and Rol at the t&te level, we ca get saving
estimate at the $ate level.

5.3.41. A somewhat different framework was proposedby Deepak Sethia of [IM Indore
regarding expenditure side computation methodology based on his paper published in the
Review of Income and Weal{t2016). He has used a modified framework to overcome the
constraints of export z import data availability for any State Hisconcept of saving at the
Statelevel excludes both the flows of Goods & Services and Incomes & Transfers. However,
for his framework, the estimates of PFCE, GFCE and Investments as well as GSDP at market
prices are the same and as critical as in the othdramework given above He suggested
allocating All India PFCE estimates based on NSSO estimates at item group level with 81
comparable item groups based on annual and quinquennial roundsf NSSO surveys over
17 years. For the GFCE, he suggested that siveages accounts for nearly 70 percent of
GF@&, the number of employees for the &htral government or the wage bill of those
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employees, and wage data (NVA) for th8tateand local governments can be used. It was
observed that this computation could be donetahe National level and theStates cannot do
it individually as envisaged by Dr. Sethia. Similarlyit is pertinent to take cognizance of
inter-state variation in the prices for the consumption of government serviceslt is
suggested by the Committee thathe Statewise government service prices should be
computed by the NAD, NSO.

5.3.4.2. For estimating the Investment or GFCF at the State level, Dr. Sethia followed the
same broad ependiture approach at industry/sector level and allocated the national
estimates by appropriate indicators derived from different sources as used in obtaining
those estimates to the extent possible. His methodology was almost the same as other
studies. He has summarized the whole methodsed by thefour most relevant studies on
GFCF at State level which we provide here aable 5.2below.

Table 5.2: Methodology followed for estimation of capital formation in the private sector

with indicators for interstate allocation by sectors

Lakhchaura . . .
. Rajeshwari et al. . . Sethia (2016):
Industry (2004): For | »009) - For 199900 | JRaleshwarietal. -\ oo 99394 1
199394 to 10 200506 (2015): For 201011 200910
199900
Results of
AIDIS 199192 | Results of AIDIS 2002
have been 03 by NSSO in the
moved forward | 59th survey have been Results of AIDIS
with the GSDP | used to allocate 200203 by NSSO in
(excluding national total among | the 59th survey have Estimates from
livestock). This | States for the been used as the Lakhchaura
survey provides | household sector. For | benchmark separatel (2004) and
fixed capital the private corporate | livestock and Raieshwarkt al
agriculture expenditure on | sector, the allocation ig remaining agriculture (20109) are carrfed
different items | based orStatelevel sector, which e forward with
of the farm GVA for 200203. For | moved forward with GSDP in the
business. For | the rest of the ya's, the growth rate of aariculture sector
the livestock benchmark estimates | GVA in the 9
sector, the are moved forward ang respective sub
national total is | backward with the sectors.
allocated based| growth rate of GVA in
on the number | the agriculture sector
of livestock.
The area under privatg ,
GFCF by the forests from the Based QrStateW|se Areas based
. . o proportions observed| approach used by,
forestry & public sector in | Forestry Statistics in ) :
i . from Forestry Rajeshwarktal.
logging the forestry India, 1996 to allocate - . :
. Statistics of India, (2009) is
sector national total for all the
years 2005 followed.
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Lakhchaura

. Rajeshwari et al. . . Sethia (2016):
Industry (2004): For | 5000) - For 199900 | Raleshwarietal. o 0959410
199394 to t0 200506 (2015): For 201011 200910
199300
L Estimate from
Statewise fish Statewise fish Lakhchaura
; production from the
. production from the (2004) and
L GSDP in the : Department of : .
fishing - Department of Animal ; Rajeshwarkt al.
fishing sector o Animal Husbandry, ;
Husbandry, Dairying, Dairvi (2009) are carried
: . airying, and ;
and Fisheries. Fisheries forward with the
' sectoral GSDP
Gross Value of Estimates from
Gross Value of _Output Output (GVO) of the | Lakhchaura
. (GVO) of the minor ; :
. Statewise . . minor and major (2004) and
mining & £ mi and major minerals for| . Is f ‘eshwarbt al
uarrying output of minor household and private minerals for _ Rajeshwarket al.
q minerals household and privat{ (2009) are carried
corporatesectors, i
respectively corpora_te sectors, forward with the
' respectively. sectoral GSDP
registered
umrﬁ]nufact Statewise
(ca gture d capital Statewise capital Statewise capital GFCF based on
P formation from | formation from ASI formation from ASI | ASI.
through
S ASI.
institutional
approach)

unregistered
manufact
uring

For 199495, the
allocation was
based on
information on
fixed assets
owned in this
sector from the
NSSO 51st
round survey on
un-organized
manufacturing.
For subsequent
years,
projections
based on GSDP
of unregistered

manufacturing

Data on GVA and
addition to fixed assetsg
from the NSS 56th
round has been used t
prepare estimates for
2000601, which are
moved forward based
on the growth rate of
GVA. For 200506,
estimates are based of
data from the 62nd
NSS round.

Based on the ratio of
addition to fixed
assets to GVA. Data
are taken from survey
results of NSS 67
round on Economic
Characteristics of
Unincorporated Non
agricultural
enterprises
(excluding
construction) in India
for 201011

Estimates from
Lakhchaura
(2004) and
Rajeshwarkt al.
(2009) are carried
forward with the
sectoral GSDP
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Industry

Lakhchaura
(2004): For
199394 to

199900

Rajeshwari et al.
(2009) : For 199900
to 200506

Rajeshwari et al.
(2015): For 201011

Sethia (2016):
For 199394 to
200910

electricity
gas & water

supply

GSDP of
electricity
subsectar

For wind energy and
biogas plants, all India
estimates are allocated
based on data from the
Ministry of New and
Renewable Energy.
For the electricity
sector, GSDP has bee
used as an indicator fo
allocation

For and biogas plants
all India estimates ar¢
allocated based on
data from the
Ministry of New and
Renewable Energy.
For the electricity
sector, GSDP has
been used as an
indicabr for
allocation

Capital formation
in this sector is
dominated by the
electricity sector,
for which State
wise allocation
based on GSDP i
not considered
suitable because
GSDP is linked to
past investment
rather than
current
investments. The
author used
CMI E6és d
investment in the
private sector
power projects
under
implementation
to allocate the
national total.

construction

GSDP of the
construction
sector

Allocated based on
information on new
construction by
NDCUs.

Allocated based on
informationon new
construction by
NDCUs.

Sectoral estimate
at the national
level are based o
capital stock
estimated using
ICOR. Allocated
national level
estimates based
on the difference
between GSDP a
constant price
over the
consecutive
years. This
approach
asumes: i)
uniform Capital
output ratio for
all States ii) COR
of private and
public sector is
comparable.
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Lakhchaura

. Rajeshwari et al. . . Sethia (2016):
Industry (2004): For | 5000) - For 199900 | Raleshwarietal. o 0959410
199394 to to0 200506 (2015): For 2010611 200910
199900
From the NSS 55th
Addition to (199900) round on the| Based on the ratio of

trade, hotels
& restaurants

fixed assets
obtained from
Enterprise
Survey 199607
to obtain
benchmark
ratios. Moved

informal sector, the
ratio of fixed capital to
valueadded was
obtained at th&tate
level, and estimates of
capital formation were
prepared using

addition to fixed
assets to GVA. Data

are taken from survey

results of NS 67
round on Economic
Characteristics of
Unincorporated Non

Estimates from
Lakhchaura
(2004) and
Rajeshwarkt al.
(2009) are carried

transport by
other means
and storage

respective GSDP agricultural forward with the
forward and ! )
- estimates. For enterprises sectoral GSDP

backwardwith .
the GSDP subsequent years, (excludmg _ _
estimates GSDP has been used { construction) in India

move forward the for 201011

estimates.
Data on the

closing balance
of fixed assets
for mechanized
and non
mechanized
transport from
Enterprise
Survey 19934
have been used
to obtain GFCF
for this sector.
For air and
shipping, GSDP
for air transport
and data on
cargo hadled
have been used
In the case of
storage,
Enterprise
Survey 199293
has been used.

From the NSS 55th
(199900) round on the
informal sector, the
ratio of fixed capital to
valueadded was
obtained at th&tate
level, and estimates of
capital formation \&re
prepared using
respective GSDP
estimates. For
subsequent years,
GSDP has been used
move forward the
estimates.

Based on the ratio of
addition to fixed
assets to GVA. Data

are taken from survey

results of NSS 67
round on Economic
Characteristics of
Unincorporated Non
agricultural
enterprises
(excluding
construction) in India
for 201611

Estimates from
Lakhchaura
(2004) and
Rajeshwarkt al.
(2009) are carried
forward with the
sectoral GSDP
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Lakhchaura

. Rajeshwari et al. . . Sethia (2016):
Industry (2004): For | 5000) - For 199900 | Raleshwarietal. o 0959410
199394 to t0 200506 (2015): For 201011 200910
199300
For real estate and
dwellings, allocation
based orStatelevel
data from AIDIS
For real estate and 200203. Estimates
For real estate | dwellings, allocation | carried forward
and ownership | based orbtatelevel separately for rural
of dwellings, the| data from AIDIS 2002 | and urban areas basg
results of AIDIS | 03. For business on the growth of
199192 have services, the ratio of | residential building
been moved fixed capital value and index of the cost .
. . Estimates from
forward with the| added was obtained at| of rural and urban
real estate, . . Lakhchaura
ownership relevant price the Statelevel from the | housing. (2004) and
: and quantum NSS 55th (19990) . )
of dwellings | . : . . Rajeshwarkt al.
. index separately] round on the informal | For business service ;
& business : , (2009) are carried
. for rural and sector, ad estimates off Based on the ratio of i
services . . - ! forward with the
urban areas. Fol capital formation were | addition to fixed sectoral GSDP
the software prepared using assets to GVA. Data
sector, the respective GSDP are taken from survey
allocation is estimates. For resultsof NSS 67th
based on the subsequent years, round on Economic
GSDP of the GSDP has been used | Characteristics of
sdtware sector. | move forward the Unincorporated Non
estimates. agricultural
enterprises
(excluding
construction) in India
for 201611
Data on the
ggggt'gr;];"s fl')"eeedn From the NSS 55th
(1999:00) round on the| Based on the ratio of
taken from the | . .
Enterprise informal sector, the addition to fixed
Survep Report ratio of fixed capital to | assets to GVA. Data
on y Rep valueadded was are taken from survey Estimates from
. obtained at th&tate results of NSS 67 Lakhchaura
Establishments . .
. ; level, and estimates of| round on Economic | (2004) and
other in Service . . e . .
. capital formation were | Characteristics of Rajeshwarkt al.
services Sector199192. . . ;
prepared using Unincorporated Non | (2009) are carrieq
For subsequent : . i
respective GSDP agricultural forward with the
years, ! )
estimates. For enterprises sectoral GSDP
benchmark .
estimates have subsequent years, (excludmg _ _
been moved GSDP has been used { construction) in India
move forward the for 201611

forward with
sectoral value

added.

estmates.

*This assumption should not make a significant difference to results given that forests account for a very small share

of the capital formation in the private sectand the constant ratio is followed at the national level as well.

EOOAASO OANOAOON
2015;Sethia,

371 O0AAQ

2016).

10 OEA #l i1
on his doctoral ThesigSethia, 2013) and recent paperqRajeshwariet al.,
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From the detailedsector-wise comparison among the indicators used by th&ur studies to
estimate State level GFCHom the literature as given in Table 5.2 it is clear that the
Rajeshwariet al. (2015)is the only paper presenting the State level estimates for the 2011

12 base. Moreover, it is the latest and most comprehensive3 A O E E A & i©ethpdologp ¢ q
differs only in the Electricity and Construction sectors fromRajeshwariet a. (2015). For

the Construction sector,Rajeshwari et al. (2015) methodology seems more appropriate,
xEAOAAO &£ 0O OEA %l AAOOEAEOU OAAOI Oh 3AOEEAG
investments in the private sector projects under implementation to allocate the national
totals is more appropriate.Thus, with this modification in the Electricity sector,Rajeshwari

et al. (2015) estimation methodologyneeds to be adoptedfor estimating GFCF at State
level. It also takes care of the data availability constraints at the State level and hence

feasible for implementation.

5.34.3. Thealternative framework to estimate Saving at the State levels summarized by
Dr. Sethia isas followsz

Gross National Saving@NS) = Gross National Disposable Income (GNRIEz G
Where, GNDI =Y + NFI + NUT

Y =C+1+G +2M

Hence, GNS =Y + NFl + NPTz G =1+ (% M) + (NFI + NUT)

Where, NFI = Net Factor Income from abroad; NUT = Net Unilateral Transfers fronradd;
Y = Gross Domestic Product at market prices; C =\Rite Final Consumption Expendiire
(PFCE); | = Gross Capital Formation (GCF); G = Governmé&imal Consumption
Expenditure (GFCE); X = Exports; and | = Imports.

Converting this national identity at the State level, we get Gross Domestic Saving at State
level (GDS) as-- GDS= GSDRr7 Cs7Gs = Is+ (XsZ Ms);  where subscript S is for State
level.

5.3.5 The Committee recommends that both the frameworks presented above for
estimating the expenditure side of GSDP are useful for different purposes of public policy
making and, therefore, estimation based on both should be attempted by the State DESSs.
Fortunately, the latter (3 A O B ErArbe@ork can be seen as a suket of the former

($ ET 1 ABEakévork and conceptually, the aggregates involved have the same
definition and measurements The difference is only in terms of the estimate dfaving at
the State level and therefore, both the estimates of Saving at the State level shoulceb
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generated by State DESsMoreover, the Committee recommends that the method followed
by Rajeshwariet al. (2015) with the modification in the Electricity sectoras considered by
Sethia(2016) (Table 5.2)to estimate GFCF should be followed bgll State DES.

5.3.61. The Committee also considered mother presentation made on the methodology for
the computation of the State level PFCE estimatesaking use ofindicators from Household
Consumer Expenditure Surveys (CES) of the NSSO for apportioning the national
consumption estimates to the Stated)y Smt T. Rajeshwari, Alditional Secretary, Ministry

of Water Resources (formerly DDG, NAD) aremt. Reena Singh, DG, FOBbased on their
paper published in JI&W (2017). This method was suggested asnaalternative to
commodity flow method used for the estimation of the All India PFCE estimates. The
commodity flow requires data on the interstate trading of goods and dta on consumption

of residents of a State made outside the State or on consumption of Amsidents made
within the State which are not readily available. Hence the authors suggested direct
method using indicators from Household CES of NSS@r apportioning the national
consumption estimates to States for several items/ commodity groups. This method was
argued to be the most suitable one for those itergroups, for which divergence between
NAS and CES estiates is not very high (30% or less Forthe rest of the items/commaodity
groups, it is recommended to explorealternative sources of data and methodslin this
context, it is important to note that almost 25 percent of the discrepancy between NSSO
and NAS estimates is accounted for by the transport sectoA separate survey, focused on
estimating consumption of transport fuel and services should be designemhd usedilong
with the estimate of vehicles on roadto obtain PFCE in transport sector.$ 08 3 AOEEAS
method of estimating PFCE is similar but uses adjustment factors by items and commodity
groups.

5.3.6.2 The major limitation of the Household Consumption Expendituresurveys is that
they do not capture the information on the NonrProfit Institutions Serving Households
(NPISH).The Committee suggested thathese may be obtained through suitable surveys.
Similarly, there are a fewexpenditure items which are missingfrom these surveys that
need to be supplied by the NADNSO to the StatesAfter considerable deliberation on the
matter, it was finally recommended by the Committeethat the best indicator for the
allocation of the national estimate of PFCE to States is the NOSurveys and that they

"It should be pointed out here that the two estimates of Saving at the State level are conceptually different. The

2yS o0FaSR 2y {SGKAIFQa FNIYSg2N] NBFSNE (2npait&sin 2 NAIAYy
federal system because this Saving is conceptually used for various purposes before accruals such as federal
redistribution by the Federal Government besides the regular domestic investments and private flows consisting of

net factor incomef 2 6a& FyR ySi FTAYIYyOAlLft Fi2p5a0d hy GKS 20KSNJ KI
based on income accrual concept and is relevant for the welfare dimension with the regular interpretation of
financing the business sector deficit, the governmsettor deficit and the surplus on current account of regional

balance of payments.
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should be used till the time more comprehensive sweys including NPISH are available for
every State

5.3.7. Finally,the Committee would like to make somegeneric suggestions which would
help to improve the set ofexpenditure sideestimates compiled by the States.

(i)

(ii)

The Committee suggestsontacting the DGCIS office for obtaining the data on
imports by States on the same line as it provides the data on exportsloreover,

if States are in a position to identify the imports in their respective States by
major items and industry, the informaton can prove to be very usefulfor
generating the expenditure side estimates.

The Committee was informed that the Statevise list of the Private Companies is
available on the website of MCAttp://www.mca.gov.in/MinistryV2/master
+details.html). The Committee suggestsStates to study these and vet its
estimates using CMIE and other sourcdsr their balance sheet datan order to
get more realistic numbers.This would improve estimation of GSVA and GSDP at
market prices and its componens such asGCFE exports and imports at State
level.
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6.1 Background

6.1.1The information/statistics/indicators on economic activities in areas smallerthan a
Stateare often required by the @ntral and Stateauthorities as well as research institutions
for planning and policy purposes to know the development as well astandard of living of
the people and their welltbeing at that level. A District hasbeen recognized as thedeal
geographical unitfor such purposes because it has its own popularly elected body with
clearly defined functions and duties in our Federal Structureln terms of administrative
structure and control system,it provides an excellent link between the State level and
block/village level. In terms of geographical area or population, a District is neither too
large nor too small. On an average,a District has about a thousand villages and a
population of about 1.52 million. Finance Commissions and erstwhile Planning
Commission always recognizedDistrict as an independent geographical unit requiring
attention in public policy formulation and implementation. Estimates of incomeof a
District i.e. District Domestic Product (DDP) isonsideredto be one of the most important
indicator/barometer to measure the economic growth/development ofa District and the
estimates of per capita income of the Btrict to measure the standard of lving of the
inhabitants of the Dstrict. Preparation of DDP estimates has gained added importance, as it
is one of the three indicators to construct a compositéiuman Development Index KDI)
(other two being the life expectancy andthe educational attainmeni) for inclusion in the
Human Development Report being prepared bgnost of the States in India.

6.1.2In order to measure and reflect the regionalincome inequality in the process of
economic development ofthe country, NCAER(1963) took up a study of the District
Income in the countryas early asfor the year 195556. The NCAER:onsidered all Districts
of 14 major States of the Indian Union for the year 195%6 that marked the beginning of
the Second Five Year Plaim the country. The most important finding of this studywas that
there was considerable inequdity in income distribution by Districts; and although the
backward Districts were present in every Statethey were concentrated by and large in
only three or four Sates. Similarly, there were better off Districts even in the least
developed StateSince thestudy had attempted estimates of District Income by sectors, it
identified not only the Districts which were overall relatively less developed butalso
relatively less developedwithin each sector of theeconomy.
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6.2 Present Status of Estimation of DDP

6.2.1Subsequently severabtates haveundertaken an exerciseto develop estimates of DDP
based on available indicatorsAt present DDP is being compiled by 1States at base 20141
12. Four Statesare under process of preparing and publishing their DDP estimates at 2011
12 base year. Gujarat is currently compiling the DDP estimates at base 2012 but has not
released the figures as yet. Goa prepares the estimates of DGVA only for the primaryaect
and Maharashtra compiles the DGVA for all sectors at 201P base. Four States,namely
Jmmu & Kashmir (now declared two separate UTs)Jharkhand, Tripura and West Bengal
are compiling DDP at base 20005. Six small States and Union Territories of Arainan &
Nicobar Islands, Chandigarh and Puducherry are not compiling DDP estimates. (3emex
VIl at the end).In its 8th Meeting, the Committeeinvited the State DESs of Uttar Pradesh
and Rajathan to make presentation onthe methodology used for the compilation of the
DDP.

6.2.2The estimates of District Income can conceptually be prepared by adoptitige same
two approaches, namely, income originating and income accruings discussed earlier
(Chapter 2 section 2.16). It is very well recognized that the welfare of the residents and
standard of life of the population of a District is most aptly reflected by the estimate of the
income accruing to the District. However, for a satisfactory measurement of income
accruing to the residents of a District, firm estimates of the net income received are
required. For a realistic measurement ohet income received, account needs to be taken of
net inflow/outflow of income between Districts. But in an open economy likea District in
this country, it is very doubtful whether such an estimate can beompiled unless special
effort is made for the collection of tke requisite detaileddata. From the two presentations
made by the State DES to the Committee, it became clear that what anbest be
attempted at the District level is estimation of income originating within the geographical
boundaries of the District, which would be dimensionally and trenewvise very different
from income accruing to the District. As a result, the analyticalse of District Income
estimated through income originating approachto measure the standard of life or the well
being of the District population would suffer from a serious limitation and could be
misleading. However, the income originating within the Btrict can serve the purpose of
production and employment taking place in the District. Its use in HDI may, therefore, be
justified to some extent.

6.2.3The Committee noted a very interesting development in the data generation activity
in the country in recent times. Since State DESs data on the District Incomes were not
comprehensive covering all Districts in the country and were also natoming up regulaly

and in time to be relevant, a private sector company saw an opportunity to provide these
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estimates in the market at a price.During the 8" meeting, the Committee invited a
representative team from the Nielsen India Private Ltd. a private agencyinvolved in the

DDP estimation The agency has been systematically involved with theidirict Income
estimation in respect of all districts of the country. Theeam from the Nielsen Company
made a brief presentation to theCommittee mainly to familiarize it with the salient
features of their methodology and conceptsThey prepare DGVA estimatefor each sector

by distributing the State level GVA of the sector among alliftrict s in the Statebasedon the
availability of data for the sector. Since their baic method is to allocate the State GSDP
estimates by sectors among Districts, they are primarily estimating income originating
within the District. However, when one considerstheir allocation methodology and
indicators, it is not unambiguous whether theytrack income originating or income accruing

at the District level. Several of their data sources are the usual official data sources like
population census, economic census, NSSO surveys, livestock census, ASI, etc. However,
their data sources also inclh A OOOOAUO O1 AAOOAEAT AU DOEOAOA
OAi Pl ET ¢ AAOCECI &6 11 OOAEOI AOPAAOO T EEA ETAI
Moreover, they combine certain data sources that may be considered unusual from the
national accounts pespective such as night lights data, remote sensing data on vacant
spaces, constructed tsucture s, landuse pattern, cropping pattern, road network, service
network and so on.It is not necessaryget into the finer points of their methodology here,

but their effort and approach is worth commending. It does point to possibilities of using
modern technology meaningfully and innovatively to tackle a few data gaps.

6.2.4The NAD, MoSPI hasprepared a methodology paper on estimates of DDP and has
circulated it to all State DES to ensure that different States follow more or less similar
method. This methodology is provided inAnnexV at the end. It was presented to the
Committee by the representatives ® NAD and was deliberated at lengthThe suggested
methodology takes into acount available data at the strict level for the commodity
producing sectors and the results of the surveys, both relating to soegconomic aspects
and unorganized sectors of the economy, conducted by the National Sample Survey Office
(NSSO) and State DESBor many sectors of theeconomy, the methodology purposely
avoids alocation of State estimates to Districts in proportion to the Btrict-wise
workforce, since such an allocatiordoes not take into account thgroductivity differentials
among Dstrict s based on human capital chacteristics and technological differences.

6.3 Recommendations of t he Committee
6.3.LAfter having detailed deliberations on themethodology paper by NAD AnnexV at the

end), the following recommendations relating to the improvementsin the estimation of
DDPwere made:
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(a) For the Agriculture sector, the issue of inclusion of the rent charges for the
tractors and bullock labour was raised. The Committee felt the need to relook on
this aspect. Also the depreciation cost on these, which is currepthot covered
needs to be thought of. The GVA of the Canal irrigation can be distributed by the
irrigation charges. Also, if the State specific ratios are available, then the same
must be used for better estimation. For the FISIM part, the information relad
to cooperative credit to agriculture and cooperative loan for Animal husbandry
can be made use of.

(b) For the Railways sector, instead of using length of railway track, salaries by
district can be a better indicator.

(c) For the Road Transport sectoruse ofroad length in kilometer can be a better
method.

(d) For Air Transport sector, air passengers and cargo handled can be used.

(e) For the Storage sector, cold storage capacity can be a good indicator.

() For Financial servicesdistrict -level business indicators, suclas, bank credit and
deposits as well as bank branch network details are available on
quarterly/annual basis and operating surplus and wages can be explored

(g) Forthe Professional servicesGST data can be used.

(h) For Public Administration, Education and Hedh- Salary bill can be a better
indicator.

() Recreation Population can be used as an indicator instead of workers.

() For the constant price estimation, the State level indicatorshould be used.

6.3.2The Committee is of the view that the Btrict -wise estimates can be compiled once in
the base year but the Annual series may not be very useful for the purposes of policy
making per se. Indeed, theHDI is also computed oncén a while and so can be the DDP. To
cope up with the manpower shortage problem othe State, the entireeffort in terms of
time, energy and manpowermevoted to preparation of DDP on annual basisan bediverted

to the estimation of a good benchmark €timates at the Dstrict level and to other more
pressing needs This will also not require the efforts of compiling the estimates at the
constant prices. The Committeestressed the fact that good quality Statewise estimates
should be the prime focus in tle present scenario, since, theiBtrict estimates are just the
allocation of the State level estimates. The former canno be improved unless the
infirmities in the State estimation procedure are removed.Thus, the Committee
recommendscompiling the DDP estimates by all the States at least for the base yéahich
would also circumvent the complications involved in constant price estimates at that level
of disaggregation) Subsequently, depending on the data, time and manpower availability,
the States are welcomed compile an annual DDP series.
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6.3.3It was suggested that the methodology of pooling the State and the Central sample is

more valid andjustified than using only the @ntral sample because the latter comprises of

a smaller sample size. Even if some poolability issue persists, the same can be sbadat in
consultation with the NSO. The Committee suggedtsat all the States must make use of an

identical and uniform methodology for pooling and NSO should be facilitating the same. In

this regard, it was suggested to have an elaborate training prograln T OEA OBPIT 11 ET C
capacity building of both the NSO and the States.

Qu

6.3.4In addition to the above, he Committee was informed about the proposal to carry out
the regular surveys on the household income and savings. These surveys will definitely
augment the existing data sources and enable to have better estimates both a thtate and
the District level.

6.3.5. The Committee suggestedirban and rural income estimates at the State level be
prepared for all base years based on the methodology foll@d at the national levelwhich
would be useful for State level policies.

6.3.6The matter regarding consideration of entire Delhi as a single district was raised by
DES (Delhi)in one of the meetings. Thisspect hampers the State from preparing the DDP
estimates. The Committee felt thatit is an issue of district bifurcation and reorganization
that needs to be raised in an appropriate forumlt was suggested to have the matter
discussed separately with NSSOr other appropriate authority .
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7.1 Introduction

7.1.1The present chapter proffers the final recommendations of the Committee on Sub
National Accounts in the form of an executive summary. The recommendations are divided
in to the following eight categories: a) Generalp) GSDP at Current Prices; c¢) GSDP at
Constant Prices; d)New Surveys to beMandatorily Undertaken by State DESs e)
Frequency and Revisions of GSDP Estimates; f) Expenditure Side Estimates; @) District
Domestic Product; and h) Strengthening and Training of Manpower at State DES and NAD
for GSDP Estimation. Thee recommendations are presented in the following sections.

7.2 General

7.2.1. A bottom up approach for compilation of National Aggregates from the
corresponding State aggregates is deemed to be the idegdproachand should be followed

to the extent possible in all sectors except the supreegional activities. Actually, such is the
status in respect of Agriculture, Forestry and Fishing. However, for struatal,
administrative and data availabilityreasons, allocaibn of National Aggregates amongst the
States becomes imperative. It is nonetheless emphasized that States ought to evolve
systems and processes so that such allocations are minimized.

7.2.2. Moreover, it was observed that often, the allocations are bgimade on the basis of
number of employees, thereby omitting to take into account the structure and qualitative
aspects of the employment. In all such cases, data on salamyemployee compensation
rather than number of workers, should be adopted as thellacation criteria.

7.2.3. Whik examining various estimationand data availability issues, the one pertaining to

the availability of a dynamically updated frame for undertaking survey/studies kept on

recurring. Availability of such a dynamic and sectespecific Business Register is deemed to
besinequanonEl O AOT 1 OET ¢ OAI EAAIT A PI BOI AGET T BDAOAI
world and availability of large datasets like MCA, GST, CBDT etc. and a plethora of
registrations required for starting a business, this should not pose any problems at least for

relatively larger entities. These datasets @ed to be mined for use in the fiicial Statistics,

including GSDP estimates.
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7.2.4 he entire cycle of the AStlata availability has changed and thénal estimates can
be expected much early from 2019 onwards. Discussing the fluctuations 8tatelevel GVA
estimates inthe ASI data, the Committegecognized the effect these may have on the
estimates of manufacturing sector GVA at Statevel, but felt that the possible alternate
method of using 3 year moving average to smoothen out the fluctuations is not a very
desirable methodasit would defeat the very purpose of examining the actual performance
of the establishmentand capture fluctuations therein

7.2.5 The GST dataare yet to be made availablefor any regular use in estimation
Moreover, GST does not provide mapped information about the products and the activities.
The Committeerecommendsthat the GST data needs to be explored further. The detailed
usage of the GST data may be taken up in the next round of base revision exercises.

7.2.6. GST registration data together with annual turnover data may be analyzed to
estimate rural and urbanincomes At the national level, the ruralz urban break up of GDP
is estimated for every base year, the samghould be done at theState level by all DES
following the same methodology. This should be implemented from théme of the
upcoming base year reision.

7.2.7. Registration details of GSTN data can be shared with the Statesingorove District
income estimates.

7.3 Estimates of GSDPat Current Prices

7.3.1AGRICULTURE:

) State-wise inputs for the crops are notcurrently available. States shouldake the
lead in this regard and try to estimaé the same by either special surveys
through agricultural universities or by using cost of cultivation data. State DES
should generate reliable estimates of cropvise value of inputsconsumedsuch
as seeds,fertilizers, pesticides, electricity and diesel, repairs and maintenance,
labour component, etc.

(i) Ornamental plants and ornamental fishinghaving a higher value addition are not
fully captured currently in the estimation of the agriculture aggregates. The
States need to explore methodology for capturing the same.

(i)  States should ensure capturing agricultural activities, outside agriculture land
(e.g. on river beds) on the line of Rajasthan DES.

(iv)  The studies for updating rates and ratios usedin estimation which are
significantly back-dated, should be regularly undertaken for the methodology
improvement and refinement
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(v)
(vi)

(vii)

(viii)

(ix)

(x)

(xi)

Differences between HSD data and DES daia respect of Honey production,
should bereconciled by the States during their discussions witthe MoAgFW
Following exercises using data from AGMARKNET.GOV Ny be carried out by
NADto get better idea about possible improvements in the estimatiaon

1 Find out selfconsumption and PDS offake data for paddy and wheat,
adjust production data of MDAgFW for this and compare the remaining
production with AGMARKNET, so that one can find as to how it contrasts
with marketable surplus;

1 compare weighted average price derived from AGMARKNET datter
ensuring dynamic consistency of product varietieswith the peakseason
farm harvest price provided by the DESs, and

1 compare peakseason price from DESs wvia-vis peakseason price
derived from AGMARKNET.

For area under Kitchen Garden being covered in the ¥7round of NSS Land and
Livestock Holding Survey, the rates and ratioshere from may be updatedfor
both rural and urban areas.

Qutput of speciewise fishing should be estimated as being done ifamil Nadu,
which is compiling its district-wise output from fishing in this manner. It is
recommended for all States/UTs, so that the list of specge becomes more
exhaustive and the All India estimates become more realistic.

Firmer data on total use ofa fewitems of input namely fertilizer, pesticide etc, at
State level is availablefrom other sources. Therefore,crop-wise/district -wise
inputs within State should be ensured tomatch with the State level firm figure
used by the NAD.

Further, periodic studies on inputs used for a few most important crops grown
in a State can ensure continuous updating of the State level rates and ratios for
inputs.

The issue of inclusion of the rent charges for the tractors and bullock labour
needed to be examined. Also the depreciation cost on these, which is currently
not covered needs to be thought of.

7.3.2MINING:

(i)
(ii)

(iii)

NAD should share with Statesthe list of the mining companies, both Government
and private.

The Stateswill provide the list of minerals mined by these companies. Based on
this data, companywise and mineralwise GSDP estimates can be prepared for
the mining companies.

The differences between the IBM data and the State dati exist but shouldbe
resolved by the Stateso avoid any confusion and variations in estimates
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(iv)

The States should regularly collect information about the minor minerals
including those newly added.

7.3.3MANUFACTURING:

(i)

(ii)

(iii)

(iv)

v)

(vi)

(vii)
(viii)

The Annual Survey of Industries (ASI) frame with the Cishould be shared with
the States; but the same cannot be made publior preserving confidentiality
and privacy of information. Alternatively, based on the ASI frame,
the Statescould be provided with a list of manufacturing units that are located in
theSateand belong to the MCA list of companies

ASI schedule should bear information whether the copany is a single
establishmentor multi-establishments in single State or multestablishments in
multiple States.

The issue of CIN mismatches between the ASI and MCA data must be taken up
with concerned agency for urgent remedial measures.

States should examine the MCA data @vided to them to get an idea of the single
establishment companies identified. Business registers should be regularly
updated by the States so that an ufp-date frame is available.

MCA may be requested to provide the segregated list of the muéistablishment
companies located in different States along with the information on employment
and/or wage-bill in these companies and the single establishment companies
including multi-establishment companies having all their establishments in the
same State, @ as to reducehe share of the allocationof national aggregates

States must endeavor to compile their own IIP instead of using the All India 1P
for better estimation. States may also take help of neighbouring/structurally
similar States in compiling Statewise IIP. For this purpose using MCA data
(MGT-7) along with ASI for constructing Statewise weights may be explored.

States shouldcome up withtheir proposals for the updating of the ASI frame.

Allocation of the aggreg&es from MCA first Statewise and then compilation
category-wise using ASI may not be very precise. Instead, a reverse exercise
needs to beexplored after due examination and satisfactory resolutionduring
the next base revision.

66



7.3.4ELECTRICITY

(i)

(ii)

At present States like Delhi and Odisha are compiling their own estimates of the
Private sector in Electricity. Similar approach if adopted by other States can
improve their estimates.

List of all Electricity companiesshould be sharedwith the States by the NAD. In
case of the multistate company, the respective companies can be approached
for providing ratios using which the State-wise allocation can be made.

7.3.5CONSTRUCTION

(i)

(ii)

(iii)

(iv)

Though the rates and ratios used in Construction at alhdia level were updated
in 2015, the Statewise allocations continue to be limited to the data on cement
and steel. It is suggested thanhdicators incorporating other materials like glass
plastic and wood in addition to steel and cementan be more useful for the
allocation of the National level estimates. The results of thengoing CBRI,
Roorkeestudy can be used to improve the estimates.

Commodity Flow methodadopted for Construction sectorfor computing GVA in
HH may not be the correct method. During the next base revision exercise,
alternate method may be explored for the estimation of the HH paitespecially
as the estimates of other institutional sectors such as the corporate, NDE and GG
are estimated independently from the books ofaccounty after making
comparative study of the two estimates.

States need to take initiativesfor Construction GVA fromPrivate Corporate
segment (currently derived as residual) by way of conducting surveys for
improvement of their estimates. States canhare their best practices to other
States which will widen the scope of improvement for all States for mutual
benefit.

Information on the Road Statistics may also be explored for knowing about the
details of the roads constructed besides examining dateon rural and urban
housing under Pradhan MantriAwas Yojna.

7.3.6TRADE, REPAIR, HOTELS AND RESTAURANTS

(i)

(i)
(i)
(iv)

Use of GST data, once received, should be explored as its use is likely to result in
major refinement, both at the national and State level.

Gross Trading Index (GTI) used earlier, may be reexamined for use as an
allocation indicator.

Results of the latest Economic Censusurrently in field, may be examined for
use as allocation indicator.

The use of the All India indicator for all Statesn the Hotels and Restaurants
sector does not adequately provide the true picture of the State economy.
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Differential Weights based on domestic and foreign tourists may be used for
Statewise allocation in line with the logic of effective labour input.Differential
weights for the Statex EOA AT 1T AOOEA AT A OE AeeEioORAECT O
evolved based on theirexpenditures and stay The homestays, a growing
practice, also need to bdully captured.
(V) Coverage of the commission agents etc. needs to bgkamined. Bigger States may
undertake Surveys for assessment of contribution of the commission agents. The
results from the 739 round may also be explored in this regard.

7.3.7.TRANSPORT, STORAGE AND COMMUNICATION

) DES (Rajasthanas successful inobtaining the State data on stock of vehicles
with valid permit to ply on road. The other States may also explore their data
sources in this regard.Else,the States may initiate theestimation taking into
consideration the legally stipulated age of the vehicleand provide the same to
NAD for calculation purpose.

(i) The Committee suggested that thelata (on number) related to Erickshaws,
Ola Uber taxi may be collected not through surveys but through the head
guarters of the respectiveregistration authorities because they have complete
data on the number of taxis and auto rickshaw@ the geography Hence these
can be appropriately covered inGSDP based on their registration and operation.

(i)  Wherever the Statewise number of staff or the wagebill in a company is
available, it may be used for allocation of GVA of that company, as long as better
indicators are not available. The office of the Provident Fund Commissioner may
be explored to find whether they have Statevise number of employeesand their
salariesfor the Companies.The same should also apply for ASSSE survey, when
available.

(iv)  GVA of Courier Services is allocated on the basis of the GVA of Posts. It is most
likely that Courier and Postal services may not behave identically and there may
be substantial differences in their operations and productivities, and thereforea
better indicator may be exploredand identified for allocation of all India GVA of
Courier Services to various Statesln this context, the GVA fronManufacturing,
Trade, Hotels & Restaurants and Real Estate, Ownership of Dwellings and
Professional Servicesnay be explored asa better indicator.

(V) For adequately capturing the GVA of thboatmen facilitating crossing rivers at
certain points, States may take the lead in identifying the number of workers in
the sector.
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7.3.8REAL ESTATE, OWNERSHIP OF DWELLINGS AND PROFESSIONAL SERVICES

(i)

(ii)

Instead of using CPI (House rent) as an indicator for rent per househokbme
other alternative may be thaight of. Also the intercensal growth for the
number of dwellings needs ae-examination. Local government bodies do have
registration of dwellings and other structures and buildings. Similarly, the birth
and deathregistration maintained at the local goernment bodies could be used
to track the growth of population and urbanization at theStatelevel.

States should endeavor to get data from the respective State RERAfor
examining the usable data availabilityas done byDES(Rajasthan)

7.3.90THERSERVICES

(i)

(ii)

(iii)
(iv)

For sectors like health and education, Stateshould have their own surveys. The
States mayalso add to the sample of the Centre and pool the two to make their
estimates better. States having a larger share in these sectoshould take the
initia tives in this regard.

Several recreational parks present in State are not being captured.Besides
what States propose to capture in the next seriesl States should carry out
some State specific studies/surveys on the subjects such as private coaching,
tuitions, recreation etc, which so far have not beeradequatelycaptured.

States must take a lead role in the compilation of the estimates for the
entertainment sector and come up with better estimates.

®edical tourismdis developing rapidly. Statesshould take initiatives in this
regard and capture the same in the new seriest appropriate place

7.3.10FINANCIAL SERVICES

(i)

(ii)

(iii)

With regard to the Chit funds andSelfHelp-Groups, he Committee suggested
examining the results of the 78 round in the light of the AIDIS (77 round)
before the same is considered for the National Accounts Statistics.

At the request of the Committee, RBI obtainethe availability status of State-
wise data on number of employees, employee compensation, operating profits
(net of losses) frommost of the public sectorand major private sectorbanks and
number of branches of all scheduled commercial banks It is, therefore,
recommended that NAD should obtainsuch Statewise information from RBI
regularly on all PSBs and major private sector banks andse it for allocation
amongStates.

7EOE OACAOA OiF OEA 111TAU 1 AbheAGoiittee AAA
suggested doing exercises using the ®3and 77" round of the NSSo improve
estimation in the sector.
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(iv)

Regarding the usage of the Stateise business of Postal Life Insurance (PLI) and
Post Office Savings Bank (POSB) for the allocation of the-lalllia GVA of these
enterprises among States/UTs instead of wages and salaries, which are
currently used, the Committee recommendsuse of Business/Premiumsas a
better indicator.

7.3.11PUBLIC ADMINISTRATIQN

(i)

(ii)

(iii)

(iv)

v)
(vi)

In order to minimize the extent of allocation, exactsalary or employee
compensation information of the autonomous institutions may be usedStates
should provide detailed information about their Autonomous Institutions to
NAD.

As the wage bill of Central Government employees are available Statese, the
NVA may be directly given to States else weighted average of different categories
of employees may be resorted to. Availability of Stateise wage bills with AAG
other agenciesneeds tobe explored.

Since the formats for the State local bodies aralitonomous institutions are not
uniform, single software designed by NAD will not serve the purpose. Hence
States need to take individual initiatives in this direction.

Best practices of the States/Centrelike DES (Rajasthar BHAMASHAHmay be
demonstrated to other States and if possible may be replicated for the
improvement of the Statistical System.

The Committee suggestedaking up the matter with CAG for checking the data
availability by States on this sectar

Information on local bodies wasnot found available with Ministry of Urban
Affairs. However,DES (Rajasthanjvas able to get althe required data fromits
local bodies collected by the State. Similarly, other Statekould also take lead in
collecting data of the local bodies.

7.3.12CONSUMPTION OHRXEDCAPITAL(CFC)

(i)

NAD may revisit the lifespan of the various kinds of assets (Asset Life Table),
particularly, Intellectual Property Products (PP) keeping in view the new Law in
respect ofthe IPP. A review of the indicators to allocaé the CFC needs to be
done and the possibility of using physical capital stock for allocation of CFC
wherever possible may be explored e.g. Farm House Survey of RBI in case of
Livestock CFC distribution, number okffective vehicles on roadinformation in

case of Road Transport CFC distributigretc. Currently, for most of the cases
GVA/GVO of the States is being used. In case of the household sector, fixed assets
of 67t round are being used. The Committee suggested exploring the
methodologyin depth during the base revision exercises.
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7.3.13FINANCIALINTERMEDIARYSERVICESNDIRECTLYMEASURED (FISIM)

(i)

FISIM to IC ratio would be a better indicator as compared to the FISIM to GVA
ratio as far as allocation of the FISIM to the States is concerned. Bince State
wise IC is not availableas of now the old methodology may be continued till the
time States compile their own IC.Still, there is a need to compare the FISIM so
computed with the GSVA of banking subector for retaining consistency atState
level, because GSVA of the banking sector is now proposed to be measured with
more direct and better dataat the Statelevel.

7.3.14CENTRAL PRODUCT TAXES AND SUBSIDIES

(i)

(ii)

(iii)

The Committee observed that the allocation of custom duty pertaining to
manufacturing has been done at an aggregate level and opined that if the same
could be done at 2 digit level of NIC, the estimates would be more refined as the
industrial structure of each State would be taken into account

Currently central product subsidy other than crops is allocated in proportions

of GSVA excluding Public Administration The Committee recommendsthat
sectors like other services, health and education may also be excluded in
addition to Public administration since they are State subject.

Regular flow of data pertaining to Statewise GST collectionshould beused for
allocating total GST among States

7.4 Estimates of GSDPat Constant Prices

7.4.1.The Committee makes thdollowing recommendations in this regard:

(i)

(ii)

(iii)

DES (Rajasthan) informed the Committee that the State had done some work and
obtained information from RERA. TheCommittee recommends thatthe other
Statesshould take similar initiatives too. For the land transport sector also, DES
(Rajasthan) reported that they could obtain data on vehicles with valid permit to
ply on road. Also, the State has successfully collected all the relevant information
from the local bodes. The State also agreed to provide the format (for RERA,
cooperative societies, valuation from construction activities) for collection of
data, which can be useful foother States as well.This appreciable effort and
initiatives needs to be replicatedoy other Statesas well.

The Committee recommendedusing the production and prices for Coal and
Petroleum for the base year to improve the estimates of the Fuel Minerals in
Mining sector.

For the water supply,inclusion of rural water supply as wellis suggested
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(iv)  For the water transport, the deflator used currently is CPI (Transport &
Communication) as it is the closest proxy availablét is suggested thatseparate
indices for Transport should be used.

(V) For the Air transport sector, airport-wise information of passengers and freight
should be collectedregularly by the States.

(vi)  For the Construction sector, RBI ldusing Price Index which is based on the price
of house in sale/purchase registration transadbn for major cities, may be
examined for use

(vii)  For the Public administration, the deflator suggested by the Committee was CPI
(IW) instead of CPI(C) as the movement of Public Administration NVA (which is
nothing but the CoE) is governed by the former thnagh grant of dearness
allowance.

(viii)  For the Ownership of Dwellings, the current method of using the intecensal
growth on year on year basis may not be appropriate; instead information
relating to RERA may beised

7.5 A summary of the Mandatory New Surveys to be undertaken by the States

7.5.1. To make the estimates of State income more useful for policy purposes, it is of
primary importance that the estimates for all sectors are based on current data instead of
using ratios or indicators with dated information. Schemes of such improvements need to
be taken up by all the States on uniform basis. In order to undertake such studies on
regular basis, it is necessary for the States to have sufficient field agencies well versed with
the concepts and definitions iwvolved. To ensure uniformity all over the country, such
surveys have to be coordinated by the Centre and launched simultaneoushiso, it has
been repeatedly felt by the Comntiee that the GSDP and the DDP atiee State subject and
States must take the lead in their estimation. Surveys conducted by the States would reveal
a much better picture of the State economy and none other than the concerned State should
take initiative in this regard.

7.5.2. The following studies have been recommended by th€ommittee for all the
States/UTs:

0] Hotels and Restaurants: States should conduct surveys for capturing the home
stays. Moreover, they should get estimates of differetl spending by the
domestic \s foreign travelers.

(i) Transport: Statesshould initiate studies for estimating the number of vehicles
on road by collecting data on the legallystipulated age of the vehiclesyalid
permit to ply on road and adjusting the stock of vehicles obtained by cumulative
registrations.
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(i)  Other Servicesfor health and education, States can have their own surveys. The
States may add to the sample of the Centre and pool the two to make their
estimates better. States having a larger share in these sectsiould take the
initiative in this r egard.

(iv)  Besides whatthey propose to capture in the next seriesal States may carry out
some State specific studies/surveys on the subjects such as private coaching,
tuitions, recreation etc. which so far have not beeadequatelycaptured.

(V) States may have a separate survey tacompile realistic estimates for the
entertainment sectorand come up with better estimates.

(vi)  Medical tourism is developing rapidly. States may take initiatives in this regard
and capure the same in the new series through spéfic surveys.

(vii)  Periodic studies on inputs used for a few most important crops grown in a State
can ensure continuous updating of the State level rates and ratios for inputs.
States may carry out studis specific to this.

(viii) A separate survey, focused omstimating consumption of transport fuel and
services should be designednd usedalong with the estimate ofvehicles on road
to obtain PFCE in transport sector.

(ix)  The major limitation of the Household Consumption Expenditure surveys is that
they do not capure the information on the NonProfit Institutions Serving
Households (NPISH). The Committeeecommendsthat these may be obtained
through suitable surveys.

7.6  Frequency and Revisions of Estimates of GSDP

7.6.1. The Committee suggested using totalevenue collection from the GST data at the
broad level of economic activity as a good indicator for the Quarterly estimates at the State
level for those States that prepare such estimates.

7.6.2. For the States preparing the quarterly estimates of GSDRgly should adopt similar
methodology as that being used by the NAD for estimates at the Mildia level (See Annex

IV at the end). Hence the growth rates based on quarterly filing would be more apt as
compared to using IIP growth for the quarterly estimags. In cases of data neavailability
issues on listed companies, a solution similar to the one for the annual estimates should
also apply here. States need not immediately disrupt the current series. They can change
the methodology during the next base reision.

7.63. All the States/UTs need to have their own preelease calendar which they must
strictly adhere to. Also, all the States/UTs must have their own revision policy according to
which the estimates can be revised. This will prevent adhocism in revisions of the
estimates as well as avoid unwanted interferences from different stakeholders.
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7.6.4 The Committee finds the need for quarterly estimates of GSDP at the State level far
less pressing as of now. Given the quality of data and the methodology to prepateh
estimates at present, the very purpose of such estimates is likely to be defeated. The States
that prepare such estimateqpresently only three) or have decided to do so currentlyone
State)at least at a preliminary levelmay continue doing sowhich can later on be improved
with the enhanced data sourcesand methodology For the rest of the States, however,
preparation of the quarterly estimates of GSDP cabe postponed till the time the data
availability required for such estimates improves to thesatisfactory level

7.7  Expenditure Side Estimates

7.7.1. Al the Statesshould start compiling the edimates of the Expenditure side of GSDP,
viz. PFCE, GFCE, GF, GCF, exports, imports, ettn order to estimate the expenditure side
estimates and hence the savings at the State leviglp alternative estimates of Saving at the
State level based orthe two approaches discussed irChapter 5above should be followed
since they have differentnterpretation and uses.

7.7.2. All States should explore the feasibility of obtaining the Local level taxes data as a
part of strengthening data collection from local bodies.

7.7.3. It is suggested by the Committee that the Statise government sewice prices
should be computed by the NAD, NSO and passed on to States for their use.

7.7.4. The Committee recommends that the method followed birajeshwariet al. (2015)
with the modification in the Electricity sector as considered by Sethi2016) (Table 5.2)to
estimateGFCF should be followed by all State DHSalso takes care of the data availability
constraints at the State level and hence feasible for implementation.

7.7.5. For PFCE estimation, the Committee recommenitti&t the best indicator for the
allocation of the national estimate of PFCE to Stateavailable as of nowis the NS® HCF
surveys and that they should be usedis per the method suggested in the paper by
Rajeshwari and Singh (2017}till the time more comprehensive surveys including NPISH
and transport fuels and servicesare available for everyState.

7.7.6. The Committee suggests contacting the DGCIS office for obtaining the data on
imports by States on the same line as it provides the data on exporidoreover, if States
are in a position to identify the imports in their respective States by major items and
industry, the information can prove to be very useful for generating the expenditure side
estimates. The International Exports by States data are already available and can be used
directly.
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7.7.7. For estimating interstate flows of goods and servicdabge data on GST can be very
useful as and when they are available.

7.7.8  Given the limitations of the current availability of data, there would be some gaps
remaining in the estimation of expenditure side of GSDRHowever, initiation of systematic
efforts in this direction is required by estimating all those components of the expenditure
side where the data availability is reasonably satisfactory. These estimates can later on be
refined with new data sources and accordingly appropriate methodology.

7.8 District Domestic Product

7.8.1. The current methodology for the compilation of the P is provided in theAnnexV.
The compilation procedure is primarily the allocation method except for the Agriculture
sector where actual computation is made based on information at the district level. The
Committee makes thefollowing recommendations for improving the DDRestimation:

(&) The GVA of the Canal irrigation can be distributed by the irrigation charges.
Also, if the State specific ratios are available, then the same must be used for
better estimation.

(b) For the FISIM part, the iformation related to cooperative credit to agriculture
and cooperative loan for Animal husbandry can be made use of.

(c) For the Railways sector, instead of using lengtbf railway track, salaries by
District can be a better indicator.

(d) For the Road Transport sctor, road length in kilometer can be a better method.

(e) For Air Transport sector, air passengers and cargo handled can be used.

() For the Storage sector, cold storage capacity can be a good indicator.

(g) For Financial servicesDistrict -level business indicators such as, bank credit and
deposits as well as bank branch network details are available on
quarterly/annual basis; and operating surplus and wages caalsobe explored.

(h) For the Professional servicesGST data can be used.

() For Public Administration, Education and Healtkh Salary bill can be a better
indicator.

() Recreation Population can be used as an indicator instead of workers.

(k) For the constant price estimation, the State level deflators can be used.

7.8.2. The Committee recommends compiling the DP estimates by all the States for the
base year (which would also circumvent the complications involved in constant price
estimates at that level of disaggregation). Subsequently, depending on theailability of
the required data, time and manpower, the States are welcome to compile an annual DDP
seriesif the other pressing needs otlata for the State are met
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7.9  Strengthening and Training of Staff at DES for GSDP Estimation

7.9.1. The State statistical system has a very crucial role to play in the policy formulation of
the State which is directly linkedto the development of the State A robust statistical
systemin States is fundamental for a strong Statistical system in the natiolt.is, therefore,
the need of the hour toprioritize the strengthening, modernization and improvement of the
Statistical System in States. It is also required to have a proper field structure in order to
have a more efficient and systematic data collectio

7.9.2. The issue of both quantity and quality of manpower among the Statdsas to be
addressed urgently. With the huge task of compilation of the State Incomand District
Income estimates, shortage ofgualified manpower will deter their motivation towards
active participation and improving their quality, frequency and regularity.

7.9.3. The Committee feek that the location of theDES in the State administration if
strategic importance. From which ministry it operates in the State administratio matters

for it to be effective, responsive, accountable, efficient and useful. When physical and
economic planning was decentralized in the country, the DES was kept under the Planning
Department / Ministry in the State, because it was the main user of the statistics and the
central point in States. However, under the changed environment, the central point in
States has moved away to the Ministry of Finance, which has emerged to be the major user
of the statistics in States The Committee, therefore, recommends the DES to beoved
under the Ministry of Finance in the State Administration.

7.9.4. In addition to the above, the most important aspect for a better Regional level
estimates is the knowledge on which the estimation procedure is based. Unless the
manpower at the DESevel and below is weltversed with the concepts and definitions of

the Regional Accounts, the quality of the estimates cannot be ensured and safeguarded.

Hence, proper and regular training of the personnel at the State and the District level is the

utmost requirement for having quality estimates in the long run. The State must seriously

and rigorously invest in their capacity building and in creating an institutional memory of

the organization so that the system can function without any hindranceslin this context,

the most urgent need seemst& AOA AT Al AAT OAOA OOAEsampled DOT CO
for the capacity building of both the NSO and the States.
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7.10 Concluding Remarks

7.10.1. The improvements in methodology, data sources, and scope of estimation suggested
here would be absolutely futile unless he States take the required initiative in this regard.
Some of the States do have a wadtructured data collection mechanism butothers do
suffer not only because of the lack of data collection mechanism but also because of
indifferent quality of some of the data collected through the routine administrative system.
Also the absence of appropriate current data often leads to crude i@ds of estimation
which affects quality andaccuracy of the estimates. Despite this limitation, the Committee
recommended compilingGSDP and Final Expenditure estimateer the States at least to
make a beginningso that the initial hurdle of commencingthe task of preparing more
comprehensive set of accountscan be overcome. The same can then be improved over
time.

7.10.2. The Committee is of the opinion that if the States are in a position to compile the
complete sets of account@s and when possiblethen the ideal situation of following the
OAT O0-OPB O A bib ddstisAdibrscan be followed and the All India Estimates would
be more firm and realistic. Thecurrent practice of adopting the allocation method using
proxy indicators or ratios though out of compulsion and reluctancecan, then,be done away
with wherever possible With this, the Committee hopes to have addressed growing needs
of the reliable, realistic and usable data at the State and the District levels that would make
the governments more responsive and accountable for their policies, projects and schemes
aimed at achieving economic progress and alleviating regional disparities.
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