New Series Of National Accounts
(BASE: 1993-94) : A NOTE*

After acomprehensive review of both the data base and the methodology used in the
estimation of various aggregates, the Central Statistical Organisation (CSO) has introduced, in
February 1999, anew series of national accounts. The new series, which has 1993-94 as the base
year, replaces the earlier series with 1980-81 as the base year. This note briefly analyses the
changes effected in the new series and their implications on selected macro ratios.

The note is organised as follows. The overall and sectoral trends in the macro aggregates,
such as Gross Domestic Product (GDP), Savings and Investment, as per both old and new series
are analysed in Section |. Certain macro ratios, which are widely used, are computed and their
implications are noted in Section 1. A summary of the Quick Estimates for 1997-98 as well as
Advance Estimates for 1998-99 is set out in Section I11.

l. TRENDSIN THE AGGREGATESASPER OLD AND NEW SERIES

A comparative study of the trend in the aggregates according to the old and new series
for the period 1993-94 through 1996-97 is presented in this section. Details of relevant macro
aggregates are set out in Statements 1 to 5 and are also presented in Graphs | to XII.

GDP: Overall and Sectoral
At Current Prices

Between 1993-94 and 1996-97, GDP at factor cost and at current prices, as per the old
series, had gone up by 16.2 per cent per annum from Rs.7,32,874 crore to Rs.11,49,215 crore
(Statement 1). As per the new series, however, the rate of growth worked out to 17.2 per cent,
the increase being from Rs.7,99,077 crore to Rs.12,85,259 crore during the same period. The
increase in the quantum of GDP and in the rate of growth under the new seriesis attributable,
inter alia, to the inclusion of afew activities, which were hitherto not covered, under the
purview of production boundary. During the same period, sector-wise, the rate of growth for
‘agriculture and allied activities at 15.8 per cent under the new series was higher than that under
the old series (11.5 per cent), while the growth rate for 'services had remained at 17.6 per cent
under both the series. 'Industry’, however, registered alow rate of growth of 18.1 per cent under
the new series as compared with 19.1 per cent in the old series. Furthermore, there was a scale
effect in the case of 'services (i.e., the new GDP from services sector exhibits roughly a parallel
shift from its old counterpart), but, for "agriculture and alied activities, the difference between
the old and the new series had been divergent (Graph | to IV).
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At constant prices, GDP at factor cost in the old series (base: 1980-81) rose from
Rs.2,39,145 crore in 1993-94 to Rs.3,11,887 crore in 1997-98 at an annual compounded rate of
6.9 per cent (Statement 2). In the new series (base: 1993-94), the real GDP at factor cost had
increased from Rs.7,99,077 crore to Rs.10,49,191 crore during the same period at an annual
compounded rate of 7.0 per cent. The growth rates over the period were, thus, almost the same.
The new GDP numbers, however are nearly three times the old GDP numbers (Graphs V to

vii).

Sectoral and annual growth rates of real GDP under the two series for the common years
present certain interesting features (Table 1 and Graphs X to XI1). The rate of growth in real
GDPin 1994-95 remains at 7.8 per cent under both the series. It is higher in the new series than
in the old series for 1995-96 and 1996-97. The growth rate for 1997-98 given by CSO as revised
estimate in July 1998 is marginally higher (as per the old series) than that as per the new series.
Sector-wise, in respect of 'agriculture and allied activities, the new series presents a better
picture than the old series for all the years (1994-95 to 1997-98), but in respect of the industrial
sector, such a position obtains only for three years, viz., 1995-96 to 1997-98.

Graph V

Graph VI
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TABLE 1: COMPARISON OF GROWTH RATES OF REAL GDP

(Per cent)
Sectors 1994-95 1995-96 1996-97 1997-98
New Old New Old New Old New Old
Agricultureand allied activities 54 51 02 -30 94 79 -10 -15
1.1 Agriculture 53 52 -01 -34 96 82 -13
1.2 Forestry and logging 43 18 15 -02 35 02 35 na
1.3 Fishing 81 67 65 62 103 72 16
Industry 103 112 132 129 6.7 6.6 63 58
2.1 Mining and quarrying 92 59 74 84 12 -03 27 40
2.2 Manufacturing 106 119 150 140 77 74 68 58
2.3 Electricity, gasand water supply 93 94 67 73 57 50 66 6.6
Services 82 76 96 103 75 78 78 83
3.1 Construction 53 62 82 97 29 52 41 36
3.2 Trade, hotel and restaurants 149 120 128 154 84 84 54
3.3 Transport, storage & 5.2
communication 88 79 90 83 90 92 65
3.4 Financing, insurance, real
estates and business services 56 72 83 97 79 87 84 97
3.5 Community, social and
personal services 34 33 78 60 67 64 133 145



4.  GDP at factor cost 78 78 76 72 78 75 50 51

New : Estimates with base 1993-94, Old: Estimates with base 1980-81, n.a: Not available
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Trend Rate of Growth

The trend growth rates, as estimated with alog linear function for the period 1993-94 to
1997-98 remain almost the same under both the series (Table 2).

For the new series, the rate of growth in GDP for the period works out to 7.2 per cent
which is slightly higher than that for the old series (7.0 per cent). Sector-wise, the trend growth
rate of GDP originating in 'agriculture and allied activities at 3.7 per cent is significantly higher
than that under the old series (2.1 per cent). While the trend growth rates for GDP from 'industry’
are the same, that of servicesis marginally lower under the new series.

TABLE 2: TREND GROWTH RATESIN REAL GDP AND ITSSECTORAL
COMPONENTS: OLD AND NEW SERIES (1993-94 TO 1997-98)

(Per cent)

Old  New
1.  Agriculture& allied activities 2.1 3.7




2. Industry 9.2 9.2

a) Mining and quarrying 4.4 4.9
b) Manufacturing 9.9 10.2
c) Electricity, gas & water supply 6.9 6.9
3. Services 8.6 8.3
a) Construction 6.4 5.2
b) Trade, transport & communication 9.7 9.7
c) Finance & business services 8.9 7.7
d) Community & personal services 7.2 7.6
4. GDP at factor cost at constant prices 7.0 7.2
Old: with base 1980-81, New : with base 1993-94.

Note : Trend Growth rates are derived from alog-linear equation of the form: Ln(x) = a + bt; where x isthe
concerned GDP or sectoral GDP and t is the time trend.

Sectoral Composition of GDP

The sectoral composition has undergone some changes as aresult of the revision in the
base year (Table 3). Under both the series, 'services continues to account for alarger sharein
GDP during 1994-95 to 1997-98. Under the new series, however, the relative shares of 'services
and agriculture and allied activities in GDP have moved up while that of “industry' has moved
downward.

Savings

In absolute terms, savings have remained unaffected (except for the normal process of
updation) by the change in the base year. However, the rates of saving have undergone notable
changes due to the revision in GDP at current market prices (Statement 3 and Table 4). Asthe
extent of upward revision in GDP at current market prices is more than that in the Gross
Domestic Saving (GDYS), the rate of GDS has persistently declined under the new base as
compared with that under the old base.

TABLE 3: SECTORAL DISTRIBUTION OF REAL GDP

(Per cent)

Sectors 1994-95 1995-96 1996-97 1997-98
New Old New Old New Old New Old
1. Agricultureand allied activities 207 288 276 260 280 26.1 264 245

1.1 Agriculture 273 269 253 242 258 244 242
1.2 Forestry and logging 12 11 12 11 11 10 11 na
1.3 Fishing 11 08 11 08 12 08 11

2. Industry 212 256 223 270 220 26.7 223 269

2.1 Mining and quarrying 25 18 25 19 23 17 23 17



2.2 Manufacturing 163 21.2 174 225 174 225 176 227
2.3 Electricity, gasand water supply 24 26 24 26 23 25 24 26

3. Services 49.1 456 50.1 470 499 471 51.2 486
3.1 Construction 49 43 50 44 47 43 47 43
3.2 Trade, hotel and restaurants 148 134 155 145 156 146 157
3.3 Transport, storage & 20.2
communication 73 55 74 55 75 56 76

3.4 Financing, insurance, real
estates and business services 11.0 117 111 120 111 121 114 127
3.5 Community, social and

personal services 11.1 10.7 111 106 110 104 119 114
TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
New : Estimateswith base 1993-94, Old: Estimateswith base 1980-81, n.a : Notavailable

TABLE 4: SAVING RATESUNDER OLD AND NEW SERIES

(Per cent of GDP at current market prices)

ltems 1993-94 1994-95 1995-96 1996-97
New Old New Old New Old New Old
1.  GrossDomestic Saving 21.8 227 242 256 241 253 244 26.1
1.1. Public Sector 05 06 15 18 19 23 15 19
1.2. Private Corporate Sector 34 36 34 35 48 42 41 39
1.3 Household Sector 179 185 193 203 174 188 188 20.3
a) Financia Saving 108 117 116 113 82 86 98 107
b) Physica Saving 71 68 77 90 93 103 9.0 96

I nvestment

Trendsin the rates of capital formation at current market prices during 1993-94 to
1996-97 exhibit afew interesting features (Statement 4 and Table 5). Under the new series, the
rate of Gross Domestic Capital Formation (GDCF), which is adjusted for errors and omissions,
has been consistently low as compared with the old series. The rate of Gross Capital Formation
(GCF) under the new series follows the same pattern as of GDCF.

The rates of GCF for both the public sector and the private corporate sector are higher
under the old series for al the years. The rate of GCF for households moved aong with the rate
for overall GCF except for 1993-94. Errors and omissions are high in the new series as compared
with the old series except for 1993-94. Trend in GCF at constant prices reveals that the rates are
higher under the old series, except for 1993-94 (Statement 5).

TABLE 5: INVESTMENT RATESUNDER OLD AND NEW SERIES

(Per cent of GDP at current market prices)
Items 1993-94 1994-95 1995-96 1996-97




New OIld New Old New Old New Old
1. GrossDomestic Capital Formation 224 233 254 269 258 271 257 273

2. Gross Capital Formation 208 21.3 229 251 256 273 231 252
2.1 Public Sector 81 86 85 90 74 79 67 74
2.2 Private Corporate Sector 56 59 67 71 90 91 75 82
2.3 Household Sector 71 68 7.7 90 93 103 90 96
3. Errorsand Omissions 16 20 24 18 02 -01 25 21

Note: All Investment figures are in current prices.

. IMPLICATIONS OF CHANGESIN GDP SERIESFOR MAJOR MACRO
RATIOS

Under the new series, GDP at current market prices has moved up. Asthisvariableisthe
denominator in the computation of key macroeconomic indicators, all the ratios under view here
have undergone downward revision (Statement 6 and Graphs XI11 to XV111). The direction of
trend has remained unaffected notwithstanding the changes in the rates.

In respect of Government finances, the gross fiscal deficit to GDP ratio moves down as a
result of the use of the new series. Simultaneously, there would be a decline in the total revenue
and tax revenue (including those for direct and indirect taxes) to GDP ratios, aswell asin the
interest payments to GDP ratio.

On the external front, a significant downward revision in external debt to GDPratiois
observed in 1993-94 and 1996-97.

[1lI.  QUICK ESTIMATESFOR 1997-98 AND ADVANCE ESTIMATES FOR 1998-99
Real GDP and its Sectoral Composition
(@ Quick Estimates, 1997-98

According to the Quick Estimates, GDP at factor cost (at 1993-94 prices) in 1997-98 had
registered a growth of 5.0 per cent as compared with a higher rate of 7.8 per cent in 1996-97
(Table 6). The deceleration in 1997-98, is attributable mainly to the negative growth ratein
‘agriculture and allied activities and lower growth in 'industry’, notwithstanding the improvement
in the rate of growth in the 'services sector. Real national income (i.e., Net National Product at
factor cost) was also lower at 4.8 per cent in 1997-98 as against 8.2 per cent in 1996-97. Per
capitaincome recorded an increase of 3.0 per cent as compared with 6.3 per cent, during the
same years. The growth in Net Domestic Product (at 1993-94 prices) has moved down from 7.8
per cent in 1996-97 to 4.7 per cent in 1997-98.

TABLE 6: GROWTH RATESAND SECTORAL COMPOSITION OF GDP

(Per cent)




Sector Growth Rate Sectoral Shares
1996-97  1997-98  1998-99  1996-97  1997-98  1998-99
(Provisional (Quick (Advance(Provisiond (Quick (Advance
Estimates) Estimates) Estimates) Estimates) Estimates) Estimates)
(@) 2 (©) (4) ©) (6) ()
Agriculture and alied activities 9.4 (1.0 53 28.0 26.4 26.3
Industry (excluding Construction) 6.7 6.3 5.2 22.0 22.3 22.2
Services (including Construction) 7.5 7.8 6.3 50.0 51.3 515
GROSSDOMESTIC PRODUCT 7.8 5.0 5.8 100.0 100.0 100.0
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A sector-wise analysis of growth in real GDP during 1997-98 brings out the following
salient features:

There was a sharp fal in the growth of GDP from "agriculture and allied activities;
the rate of growth turned from a positive of 9.4 per cent in 1996-97 to a negative of
1.0 per cent, mainly on account of a steep decline in the production of wheat, coarse



cereals, pulses, oilseeds and cotton during 1997-98 as compared with the previous
year.

The sectors, which recorded higher growth rates during 1997-98 as compared with
the previous year, were 'mining and quarrying' (from 1.2 per cent to 2.7 per cent),
‘electricity, gas and water supply' (from 5.7 per cent to 6.6 per cent), ‘construction’
(from 2.9 per cent to 4.1 per cent), ‘financing, insurance, real estate and business
services (from 7.9 per cent to 8.4 per cent) and ‘community, social and personal
services (from 6.7 per cent to 13.3 per cent).

Notable deceleration was seen in the growth of 'manufacturing' (from 7.7 per cent to
6.8 per cent), 'trade, hotels and restaurants' (from 8.4 per cent to 5.4 per cent) and
‘transport, storage and communication' (from 9.0 per cent to 6.5 per cent).

(b) Advance Estimates, 1998-99

The growth rate of real GDP in 1998-99 is estimated to have increased by 5.8 per cent, as
compared with 5.0 per cent in the earlier year. The improvement is expected to stem from an
impressive performance of 'agriculture and allied activities (from (-) 1.0 per cent to 5.3 per
cent), which would more than compensate for the deceleration in the performance of ‘industry'
and 'services.

Apart from 'agriculture and alied activities, the only other sector which would
experience higher growth rate is 'trade, hotels, transport and communication’' (from 5.7 per cent
in 1997-98 to 6.8 per cent in 1998-99).

The sectors, which would have experienced deceleration in their growth rates in 1998-99
as compared with 1997-98, are the following: (a) manufacturing (from 6.8 per cent to 5.7 per
cent), (b) mining and quarrying (from 2.7 per cent to 0.1 per cent), (c) electricity, gas and water
supply (from 6.6 per cent to 6.3 per cent), (d) financing, insurance, real estate and business
services (from 8.4 per cent to 7.7 per cent), (€) community, social and personal services (from
13.3 per cent to 5.8 per cent), and (f) construction (from 4.1 per cent to 2.3 per cent).

Other measures of real national and domestic product would have also shown high
growth ratesin 1998-99 as compared with that in 1997-98. The real National Income or Net
National Income at factor cost (NNP) is estimated to show a growth rate of 5.7 per cent. Per
capitaincome (per capitareal NNP) is placed at Rs. 10,047 for 1998-99, showing an increase of
4.0 per cent over the earlier year.

Saving and Capital For mation
Aggregate Saving and Capital formation

There was a decline in the rate of Gross Domestic Saving (GDS) from 24.4 per cent of
GDP at current market pricesin 1996-97 to 23.1 per cent in 1997-98 (Table 7). The GDCF,



which isadjusted for errors and omissions, aso registered a decline, from 25.7 per cent of GDP
in 1996-97 to 24.8 per cent in 1997-98. Consequently, the gap in saving-GDCF had widened and
was financed by alarger accretion of net inflow of resources from abroad. Gross Capital
Formation (GCF, which is unadjusted for errors and omissions) had recorded a modest increase,
from 23.1 per cent of GDP in 1996-97 to 23.4 per cent of GDP in 1997-98. 'Errors and

omissions had declined from 2.5 per cent in 1996-97 to 1.4 per cent in 1997-98.

Sectoral Saving and Capital formation

The declinein the rate of GDSin 1997-98 is attributable to declinein all the components
of saving except household savings in financial assets, which had increased from 9.8 per cent of
GDP in 1996-97 to 10.3 per cent of GDP in 1997-98. There was decline in the rates of saving in
al the other components, viz., household sector's physical saving, public sector saving and

private corporate sector saving.

TABLE 7: SAVING AND INVESTMENT RATES

(as percentage of GDP at current market prices)

Items

1996-97
(Provisional Estimates)

1997-98
(Quick Estimates)

Q)

2

(©)

1. Gross Domestic Saving (1.1 + 1.2 + 1.3)

1.1. Public Sector

1.2. Private Corporate Sector

1.3. Household Sector (a+ b)
a) Financia Saving
b) Physica Saving

2. Gross Domestic Capital Formation (3 + 4)
3. Gross Capital Formation (3.1 + 3.2 + 3.3)

3.1 Public Sector
3.2 Private Corporate Sector
3.3 Household Sector

4, Errorsand Omissions

5. Saving- Investment Gap (1-2)
3.1 Public Sector (1.1-3.1)

3.2 Private Corporate Sector (1.2 - 3.2)

3.3 Household Sector (1.3 - 3.3)

24.4
15
41

18.8
9.8
9.0

257

23.1
6.7
75
9.0
25

() 1.2

() 5.2

()34
9.8

231
1.0
38

18.3
10.3
8.0
24.8
23.4
7.0
8.4
8.0
1.4

()17

() 6.0

() 4.6

10.3

Note : Components may not add up to the totals due to rounding off.

*  Prepared in the Division of National Income, Savings and Flow of Fundsin the Department of Economic
Analysis and Policy, based on the material made available by the Central Statistical Organisation.



