Building areliable database of
the Indian economy

Several initiatives are progressively putting the database of the economy on a much firmer

he ministry of statistics and pro-
gramme implementation (Mospi) is
oltenin the news forall the wrong
reasons. Itis cr ed for the poor
quality of data, gapsin the Lluumr
delaysin the release of data. Towever, seve
initiatives are progressively putting the database
of the Indian economy ona much firmer footing
thanin the past. The l<‘&|l]l%\h(nl]tlbt‘wm to
show by the end of thi:
The data onemploy ment aml unemployment
hasbeen the subject ofmuch controversy lately.
Generating data on employment for acountry
like India, with its dualistic structure, is particu-
larly challenging. Over half the labour force is
still dependent on agriculture, where the
rhythm of production follows the weather cycle
withlong periods of seasonal unemployment
between crops. Further, thanks to the high pres-
sure of population on land and continuing land
fragmentation, the phenomenon of what econo-
mists call underemployment or “disguised
unemployment”iswidespread. To illustrate, a
family of five people may be cultivating a tiny
plotofland which actually requires only two
people working full sryoneisunderem-
ployed and the production may be no more than
what two people could have produced, i.e., zero
productivity for the three superfluous workers.
Asimilar problem of low productivity, low
wage, underemploymentisalso faced in the mil-
lions of small and tiny unorganized sector enter-
prises that account for the bulkk of non-agricul-
tural employmentas well. Thus, underemploy-
mentaffects virtually the entire workforce in the
country except the small proportion who are
employed in the organized sector. Conventional
conceptsofemployment used in the advanced
countriesare not of much use in measuring
employmentor unemploymentinsuchacontext.
The National Sample Survey O! \SSO)
has addressed the problem through a clever
technique of measuring a sampled person’s time
disposition using multiple concepts: usual sta-
tus, daily status and weekly status. By collecting
dataon employment through large sophisti-
cated surveys of inter-penetrating samples and
using these multiple employment concepts, the
NSSO has been generating fairly reliable esti-
matesofboth open unemployment and under-
employment for several decades.
However, since the employment-unemploy-
mentsurvey is an elaborate and costly operation,
itis undertaken only once every five years. Such

quinguenn al estimates of uu(m])lu\mculmv
obvious

inadequate for macro-economic pol-
hrequires up-to-date information at
annually, ifnot more frequently. In fact. no
NSS estimates of employmentare able since
2011-12. Unfortunately, the more recent Labour
Bureau surveys have been largely ignored, and
all sorts of humbug estimates are putout to fill
the gap.

As professor Shibdas Bandhopadhyay of the
Indian Statistical Institute would wi
when we worked togetheras meml
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National Statistical Commission (NSC) a few
ago, “there are lots of numbers but no

A flourishing cottage industr
engaged in discussing the prosand cons of using
such numbers that were never intended to mea
ure employment in the first place. Meanwhile,
researchersand analysts hungry for estimates
quote and use these numbers for various pur-
pos
Thissituation isabout to change. The NSSO
has replaced the old series of quinquennial
employment-unemployment estimates with a
new survey series, the periodic labour force sur-
vey (PLES). that matches the different produc-
tion cycles of the agricultural and non-agricul-
tural sectors. Urban employment surveys are
now being conducted every quarter to give us
quarterly estimates of urban employment cover-
ing most of the non-agricultural sector. Rural
surveysare being conducted annually to give us
annual estimates of rural employment, and
underemployment, covering most of the agri-
cultural sector. The urban and rural estimates
are being combined to give usannual estimates
of total employment. Survey data collected for
2017-18 is now being processed and the first
annual PLES estimate of total employment,
unemploymentand underemployment will be
available by the end of this calendar year. This
will mark a sea change in employmentand other
derivative estimates.

The second areawhere there is amarked
strengthening of the database is the use of the
ministry of corporate affairs (MCA) data from
2011-12 onwards. It is mandatory for all compa-
nies registered with the MCA to submit their
audited balance sheets. This database, covering
over 500,000 companies, is vast compared (o
the annual survey of industries (ASD) data that
was used earlier for the industrial sectorand the
RBIdata forsome 2,500 companies that was
used in the case of services for estimating gross
domestic product(GDP) in these sectors.

However the unit of observation in this data-
lmw iss the company, not the producing estab-
inder the ASL A company may be in
muluplvluusnl‘]nndurllun providing indus-
trial productsas wellas services out of multiple
establishments located in many states and even
abroad. Hence the MCA data isnot conceptually
comparable to the earlier ASIdatawhere the
unit ofobservation was the individual industrial
establishment. Itis also not possible to readily
disaggregate MCA dataon value of output, costs,
ele., by industrial sectorsor by states, as could be
donewith ASIdata.

National income estimates since 2012-13 have
been partly based on the new MCA datab:
Ther also other conceptual differenc
between the old series (2004-05 base) and the
new series (2011-12 base) which is now better
aligned with the internationally accepted United
N: em of National Accounts. Since the
MCA database is not available for carlier years,
Mospi has not projected the new series (2011-12
base) backwards for earlier years aswas done
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before whenever national income estimates

were shifted froman old base year to anew base
year. However, national income estimates based
onboth the old and new series are available for
the three years: 2012-13, 2013-14-and 2014-15.
These indicate that growth rates based on the
newseri e signi Ldnllx higher than those
basedon the old serics.

tors. Reportedly, such an ASSS series is now
workin progr
The MCA data combined with the ASTand
should give us fairly robust estimates of
uulpul value added. ete., for the organized sec-
tor companies registered with the MCA. But this
would still exclude the entire non-agricultural
unorganized sector consisting of some 63 mil-
lion smalland tiny enterprises employing
around I million workers (see my Mint column
of 15 September 2017 bit.ly/2InhkWDP). The
unorganized sector has remained the most
important gap in the database of the Indian
cconomy, thoughit employs the bulk of the non-
agricultur Iworkfore Lourdata
blindness for this sector has been consides rably
reduced inrecentyears by the NSSsurveys ol
such unorganized (unregistered) sector ent
prises. Starting in 2000-01, these quinquenni
surveysalternatively covered industrial and ser-
vice enterprisesand now cover bothindustries
and servicesin the same survey. Indeed, it is
fromsuch an enterprise survey of the NSS 73rd
round (2015-16) that we know there a bund
63 million such unorganized sector enterprises.
Since these surveysare conducted quinquen-
nially, the datafor the intervening years is pro-
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jected using the ASI-based organized sector

growthrate forindustry and other organized
sector pro ervices sector. Th
clearly unsatisfactory since thereis noreason to
expect that the organized and unorganized
torenterpriseswillbehave similarly. The PLFS
employment data that will be available hence-
forth will provide amuch firmer foundation for
such projections. Further, business registers
being prepared by the states will provide asound
sample frame for the NSS enterprise surveys.
This data, projected forward using PL!
employment data, combined with the MCA, AST
and ASSS databases will give usamuch mor
robustestimate of GDP for the non-agricultural
sector.and hence for the economy as awhole.
The initiatives discussed above do not cover
all the data problems pertaining to the Indian
economy. Dataon agricultural production is
based onunreliable archaic procedures while

This has generated a huge controversy. While
many independent analysts have directly ques-
tioned the credibility of the new national income
series, even official sourceslike the Reser
Bankof Indiaand the [cconomic advi
have hinted at their discomfort with the new
series. Itis essential that Mospi takes the initia-
tive to generate the back series of national
income estimates, asin the past, to try and
resolve thisissue. Fortunately, acommittee set
up by the NSCis now actively addressing this
matter. Inaddition to the MCA data, the AST data
ries needs to be continued and used in combi-
nation with the MCA data to generate sector-
wise and state-wise industrial production data
thatare consistent with the MCA

therecc 1 of several c i for
improving this data remain unimplemented.
The use of wholesale prices as prosies for pro-
ducer prices continues to confound the analysis
of price and real output trends. Poor quality
state-level statistics and missing micro-macro
datalinkages require strengthening capacity in
state statistical burcaus, a challenging task.
These persisting problems notwithstanding, the
improvementsin data sources discussed above
should give usamuch more robust data base f
the Indian ec onomy by the end of this yea

(Comments by Ajit Ghosh, Biswanath Goldar
and S. V. Ramana Murt /ln‘ onan carlier draft are

Further, an annual survey of services sector
series needs to be introduced for the ser-
sectorssimilar to the AST for industrial sc
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