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PREFACE

Directorate of FEconomics amz; Statistics through its data processing and
analys-is helps to monitor the gr:owth of the economy in different sectors and provides
database for various economic indicators. Of these capital formatioﬁ holds. an
important place as it reflects to that part of the State’s total‘ expenditure which is not

cbnsumed but set apart for further productibn process. _ o

Gross Fixed C‘apital Formation which constitutes a major part of capital
formation is méasured' largely by the total value of a producer’s acquisition, less
disposals of tangible or ihiangible assels that are used repeatedly or éonrinuausly in
other process of production for more than one year. These include buildings, civil

- works, mézc}iinery, etc. and chaﬁges in stock of raw materials, finished goods and semi
fi mshed goods. R : | o '

The present report, bemg the fourth in the series is an attempt to study and
analyse the growth of Gross Fixed Capital Formation both in the private and pubhc
sectors.  For the State Government sectors the data . is based on the economic
classification of the State Budget aﬁd provides comprehehsive analysis of the fixed
capital formatzon in the sector as administrative departments and departmental
enterprises are -dealt with separately For the private sector the annual reports
collected from the concerns are used. o ‘ o -

This is an outcome‘of the sincere efforts of the concerned section of the State

- Income unit of this department.  Valuable information provided by the vc;rrious. public
bodies for- the preparation of this report is greatly aclmoivledged The contents of this
report may be useful to planhérs, Administrators, Researchers and others interested on
this subject _ ' |

(,onstructzve Comments and suggestions for ﬁm‘her improvement of the contents

are cordially invited.

M.R. Balakrishnan
) _ Director
Thiruvananthapuram,

. 2006 :



A brochure on Gross Fixed Capital F;rmaﬁan in Kerala 1993.94 to 1997.98

Contents
Page
Ci]épter I Mgth_odology | . 1
Chapter I Analytical interpretation ' | 8
Tables : |
. Table -1 Gross I;"ixed Capital Formation by Industry of usé at current priéés . 10
'i"able 2 Percent_age disuibl;tion of Gross Fixed Capital Formation.by Industry . 1 l'
. of use. . ; .
Table 3 Gross Fixed Capital Formation by Industry of use in Public and 12
Private sectors
Table 4 -Gross Capital Formation in State Government sector. o _ 14 -
Table 5 Gross Fixed Capital Formation in S_tate Govemment sectors in 15
Kerala by industry use at current price
Table 6 Gross Fixed -Capltal Formation in State Government sectors in - o 6

Kerala by type of Institution : 4



A brochure on Gross Fixed Capital Formation in Kerala 1993-94 10 1997.98

nA
1B
mA
L B

IVAwE

Vi
Vil
vin

1X

Xt

bil

- X1

Apnexure

Gross Fixed Capital Formation by ‘Indusfry of Use’ and ‘Type of Institutions’

. Gross Capital Formation of State Government Administrative Departments in

Kerala by ‘Type of Assets’ at current prices

Gross Capital Formation of State Government Administrative Depamnents in
Kerala by ‘Industry of use’ at current prices

Gross Capital Formation of State Government Depanmental Enterpnses in Kerala ‘

by ‘Type of Assets’ at current prices
Gross Capital Formation of State Government Departmental Enterpnses in Kerala
by ‘Industry of use’ at current prices

Category-wise Gross leed Capital Formation in Noh-Depamnental commercial
undertakings. . :

..

Gross Fixed Caprtal Formation in Agriculture household sector at current prices

Gross Fixed Capital. Formation in Lwestock sub sector at current prices

Gross Fixed Capital Formanon at current prices jn the Fi lsherxes Sector
Gross Fixed Cap:tal Formanon in Registered Manufacturmg sector
Statement of Capital expendlture of Kerala State Electricity Board
Addition to fixed assets of Cochm Reﬁnenes .

Gross Fixed Capital Formation in Residential buildings

Fixed Capital Formation from Supra - regional sectors and Centra] Government
Administration. : oo

 Industry-wise Gross Fixed Capital Formation — Private sector - 7

Page

17

25
26
27
28

29

34

35

36

40
41

42

-



- T ——

- , A brochure on Gross Fixed Capital Formation in Kerala 1993-94 1o 1997.98

Gross Fixed Capital Information at State Level

Chapter 1
" Methodology

1.1 Introduction . . 7
Capital being one of the four factors of productlon plays an important role i m  the

productior_l process. Capital Fom'xatlon in considered as a barometer to measure the growth of the
productive capacity of the economy. As such, 1t is of vital unportance when efforts are made through
planning programmes to uplift the economy. The hxgher the rate of growth of Capltal Formation hlgher
would be the productive capac:ty of the economy.
1.2 The Concept, Scope and Coverage .

Domestic capltal formation' i is defined as that part of countrylstate s current output and imports
* which is not consumed or exported durmg the accounting period but is set aside as addmon to its stock of
capital goods. Total capital formation can be broadly classified in to Fixed Capltal Formation and change
" in stock of raw materials and semi finished and fi mshed goods.

Gross leed Capital Formation represents the gross valuc of goods, which are addod to the fixed
*domestic capital stocks during an aocounting year. It comprises of expenditure onﬂthé acquisition as well
as own account production of ﬁxed assets, G-ross Fixed Capital Formation consists of outlays of industries
and producers of Governthent services, private non profit services to households in addition to their fixed
- assets minus their net sales. These iuc]ude (1) durable goods (2) improvement and alteration of durable
' good which significantly extond the expected life time or productivity of the assets (3) niew .construction .
and major improvements which extént its life period (4} reclamation and extension of timber, tracts,
mines, plantatlons and similar other agricultural holdmas &3] breadmg stocks, drought animals, dalry
cattle and th& like. '

Non reproductble tangible assets like land mineral deposits, timber tracts etc. are not included in
. capital formation but dealers margins, service charges and other transfer costs in regard to transacuons in

such assets form part of capital formation.

Gross Fixed Capital Fonnation ‘include expenditure on land —clearénce, irrigation works,
plantatioq__and cultivation of new timber tfacts, new fruit and sap bearing trees, vines, etc. which yield
' products after a number of years. After s_uch plantations and cultivations become productive, further
outlays in reSpeét of the cultivation is considered as intermediate consumption. The clearance and
afforestation of timber tracts and forests are treated land i lmprovernent activity and are included in gross

fixed capital formation.

4

The capltal expenditure on soil conservation activity by the public sector for conservation of
-forests is included under capital formanon Similar soil conservation actmty in the private sector is

considered as own account construction, which i is classified under the construction mdustry
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Expendlmre on current repairs and mamténance for keeping the fixed assets in proper working
order does not form part of Capital formanon Expenditure on alterations and additions or replacements of

the parts of fixed assets which have an expected life time of one year or more and involve substantial

outlays and aiso extend the life of fixed assets or increase their productivity is con51dered as capital -

expenditure,

i

* 133 The significance of capital formation

The capital formation of a country is considered as a ma_]or detetminant of its economic growth.

The growth of capital formation is thus an index of economic development. It is the _capital formation

that leads to the full uttllzatlon of available resources, which leads to increase in the snze of natlonal _

output, income and employment and thereby increase the standard of living of the people. It is capital

7 formation that leads to proper exploitation of the natural resources and establishment of different types of.

' mdustrles resultmg in increased level of the income and employment ‘This enables increase in the
economic welfare of the society, Thus capital formation can rightly be considered as the mdex of

economic development in an under developed or deve!opmg country.
" 1.4 Estimation: the approach

“The commodities which constitute fixed captta] formatlon 1s valued at purchasers price which
- covers all costs connected with the acquisition and installation of the items of assets. Estimates of Eross
fixed capltal formation have been prepared as per the methodology provided by Centra] Stattstlcal
Orgamzanon by type of assets, by industry of use and by type of institution.
(1) Type of assets: - :
By type of assets,  Gross Fixed Capital Formation refers to £ross addmon of fixed assets m stock

durmg the accountmg years under the fo]lowmg heads,

(a) Constmct:on

Bulldmg: Building inelude residential and non-residential structures. All expenditure on new
construction and major alterations to residential and non residential buildings mc]udmg all costs
of permanent fixtures has been treated as capital expendlture Non residential buildings include
buildings and structures whlch are entirely or primarily used for industrial or commercial

purposes e.g. industna[ buxldmgs office buildings, hotels, ctc..
Road and Bridges: Expend;ture on construction of Roads ‘Bridges and cu!verts etc.

Other Construction: Other construction includes construction and mamtenanee expenditure on
parking facilities, pipelines, electricity transmission lines, telephone/telegraph lines, dams
irrigation works, land reclamatlon ete.

(b) Machinery and equlpment "The various items of machmery and equipment are classified into
() - Capital goods .
(if) Parts of capital goods
(iir) Partly capital goods
(iv) Part of partly capital goods.
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The total of (i) and specified percentage of (ii) to (iv) on the basis of Annual Survey of Industries
data are taken as capltal formation.

The estimates of gross domesti¢ fixed capital formation in construction and machinery and
equipment are aggregated to arrive at the estimates of gross domestic fixed capital formation by type of
assets. ‘ ] "

However, due to paucity of data estimation of gross fixed capital formation by type of assets is

attempted only in the public sector in this report.

1.5 By Industry of use , .
. The expenditure approach is primarily fo]lowed for estlmatlon of gross fixed capltal formation

(GFCF) by industry of use. The whole economy is classified by user industries broadly in terms of the
industrial classification used for measurement of net domestic product. Each industrial activity is further
divided into public and private sectors wherever relevant. Under private sector under each activity has

_beer_l, further divided into organised and unorganised sectors whenever data are available. _

-

(a) By Type of institution _
Estimates of gross fixed capital formation by type of institutions are in respect of Government
Administrative Departments, Departmental Enterprises and Non departmental . Enterprises. These

estimates are prepared from the data available in the budget of public sector Enterprises/Companies.

L6 Agnculture including Livestock

(2) Agriculture preper: The expenditure on. Gross Fixed .Capital Formation in State Go(.r_ernment
Departmental enterprises have been collected out from the State Government budget document and qf the
non-departmental enterprises from the balance sheet or annual reports of the enterprises.

The ‘source ‘of information of Gross Fixed Capital Formation in the household sector of
Agriculture is basedr on the expenditure on farm business available in AIDIS. The base- year estimates of
gross fixed capital formation of the reporting households in respect of rural and urban sac_tdrs are obtained
separately from this report. N ) '

The lanest two census provides the number.of rural and url')an household separately. Using the
geometric growth rate, the number of households durmg the year 1993-94 to 1997-98 have been
estimated. _ ’

The per household gross fixed capital formation for the base year has been arrived at by using
per household expenditure and the' number of households a5 estimated from the survey results separately
for rural and urban sectors. ' A '

Gross Fixed Capital Formation at current prices for rural and urﬁan sectors has been obtained at
by using the per house hold gross fixed capital formation for the base year and the index of average aaily
wages of unskilled labouré in construction-sector. ‘ . '

The Gross Fixed Capital Formation at current prices thus obtained for rural and urban sectors-

have been finally aggregated to obtam the Gross Fixed Capital Formation ﬁom farm business.
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(b) Livestock

For the estimation, the value of breeding stock, drought animals, diary cattle etc Wthh form part
of capltal formation has been added. As the annual data on livestock population are not available, the
different categories of livestock as given in the qumquennlal livestock census of 1987 and 1996 have

been considered and the number of each category estimated using geometric growth rates.

The data regarding bullocks and bulls over three years not in use, cows over 3 years not in use,.
female goats of one year and above not in milk, etc. are excluded from the purview of capital formation.
The cattle, male over three years cows in milk, buffaloes male over three years she-buffaloes in milk,
goats ~ female of one year and over in milk, males of one year and over as prowded in the census have
been considered to form part of capital formation of livestock component. The mcrement of each
category every year is estimated and then evaluated using the average price of the category each year.

. Qaly 4% of the male goats have been considered to be the capital formation component of this category

1.7 Forestry and Logging

~

The Govemment of Kerala have taken over the private forests of the State by an Act. Therefore .
the capltal expenditure on forest preservation, extension etc. of the state is the contribution of the Publlc
sector only. The capital formation component of this sub sector is obtained from the analyms of the State
Government Budgets. 7 7 '

1. 8 Flshmg ' _ | o . -

) The livestock census of 1987 and 1996 provide information on the nurnber of different
categorles of mechanised and non-mechanised boats and other maJor fishing equipments like fishing
-gears and catamarans engaged in fishing activity. The number of fishing boats and equipments durmg the
years 1993-94 and 1997-98 has been estimated using the geometric growth rate of the 131ter Census years
and then the increment during each year is worked out. The average price of the different categories of
boats and equipments each year collected from the State department of fisheries have been used to
evaluated the increment of boats each year The gross fi,xed cap1tal formatxon in fisheries sector at current

«price is thus obtained.
1.9 Mining and quarrying
There isno depa.rtmental enterprises commg under this sub sector in Kerala.

In the case of non-departmental commerczal undertakings, the Kerala Minerals and Metals is

con51dered in pubhc sector. The unorganised sector is estimated on the basis of NSS round.
1.10 Manufacturing (Registered)

~ Annual Survey of Industries provide on value of stock and addition to the fixed capital dﬁring
the accounting S(ears. ‘The details of capital stock separately for (i) Land (ii) Improvement to land and
other construction (iii) building (iv) plant and mechinery (v) Transport equipment (vi) tocls and other -
fixed assets and (vii) assets under construction/installation are available. Expenditure on land does not -

form part of capital formation and hence excluded from the estimates.
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L.11 Manufacturing (un-registered)

Those manufacturing enterprises, which do not come under the purview of the Indian Factories
Act 1948, are considered under this sub sector. The 34" round of NSS provides data on fixed assets of
manufacture and repair services in the unreglstered sector. The whole of the unreglstered sector of the
manufacturing industry has been brought under the coverage of the survey. The data obtamed in the
report of NSS 34™ round has been used to estlmate the contribution to gross fixed capital formation from
this sub-sector. The addition to fixed assets per enterprrse and the estimated number of enterprlses both
rural and urban have been considered and the combined estimates of Gross Fixed Capna! Formation

arrived at for the base year. The base year estimates are moved to later years using apprOpnate indices.

1.12 Electricity, Gas and Water supp[y

Electricity generanon and dlstnbut:on in-Kerala is mamly the acnv:ty of Kerala State Electricity
Board categorised under NDCU’s, The annual accounts of the KSEB have been analysed and the Gross
Fixed Capital Formation is estimated. Since the private sectors are covered under Annual Survey of
Industries. Separate estimates have not been prepared under this head.

The Kochin Qil Refineries is engaged in the manufacture LPG. This has been considered to
assess the capital formatmn of this sub-sector Gas. ) ‘

" The estimates of Gross Fixed Capital Formation from water supply relating to public sector is
prepared on the basis of State Government Budget up to 1984-85. From 1985-86 onwards the schemes
under this head are implemented by the water authority of Kerala and hence no details are avarlable inthe .
Budget Documents, No data have been received from water authonty also and hence not incorporated in

-

this issue.
. 1.13 Construction _

The fixed capital formation in the construction sector comprises lf net addrtron fo machirery and
equipment, tools and implements of construction enterprises. The annua) balance sheets/accounts have
been analysed and estimates of Gross Fixed Capital Formatron obtained. The construct:on expendlture
culled out from the State Government Budget has also been taken into account ' '

The estimates from private sector is limited to unorgamsed sector based .on NS$ 34“‘ round
results due to non—avallablhty of data from other sources. ) '

1.14 Transport, Storage and Communication
Va) Raitways . ‘ _

This being a sdpra—regronal sector the Central Statistical Orgamsatron is to prepare the State-
wise estlrnates of capital formation and supply the same to the states for incorporation in the State level
estunates as recommended by the Regiona! Accounts Committee. The data have been supplied by

Central Statistical Organisation.
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b} Transport by other means & storage : R

‘ The State Government Budget provides information capital expenditure on machanised
Transport ~ Road and Water. - )

In respect of non departmental enterprises, the annual accounts of KSRTC, the Kerala Inland

N’avigation Corporation and Cdchin Port Trust have been an.alysed. R
The enterprise survey 1983-84 conducted by Central Statistical Organisation provides information on
| mechanised and non.—mechanised transport in private sector. The base_year estimates of Gross Fixed
Capital Formatioﬁ is moved for the latest years using the growth rate observed to the Gross Domestic
Product of the ;'espéctive sector. 7 ' o .
. | In the public sector there is no departmental enfelprise‘s in storage. The Ware Housing
Corporation and Food Corpor'atién"of India are noﬁ-departxhental enterprises of this seétor. The annual
accounts of these enterprisés have been analysed to obtain the capital formation corﬁponent of storage.
¢)  Communication o o '
_ The Government of India &emands for grant for the Indian posts and telegraph department and
: Minisiry of Corﬂmunications is the main source of information. The activities covered under this sector
‘are Posts and Telegraphs, _'Telecommljnications and Overseas Communicatior} service. The details of
Capital expeﬁditure at the national level for posts and telegraph and .Telecommunic.ation are presented in
the budget relating to Posts and Telegraph Dcparfment. As ﬁer the recommendation of the Regional
'Accounts.Committe'e, the Central Statistical brganisaticn is to prepare the State-wise estimates of fixed

capital formation. The Central Statistical Organisation has supplied the estimates.
L.15 Trade, Hotels and Restaurants ' .

The: annual accounts of the non-departmental commercial undertakings ehgaged'in trading

activities are analysed to obtain the Gross Fixed Capital Formation of these enterprises.

in the Sector..
1.16 Baaking and Insurance o ]

The State-wise estimates of Capital formation in respect of Nationalised 7Banks, Life Insurance
Corporation of India, Reserve Bank of India, etc. is to be provided by Central Statistical Organisation as
recorrfmended Ey the Regional Accounts Committee, The details have been obtained from the Central
Statistical Organisation and incorporated.

1.17 Real Estate, Ownership of Dwellings

Gross Fixed Capital Formation under Tesidential ‘buildings based on AIDIS 1981-82 has been

used for preparing the base year estimates under this head. The base year estimates are moved to later

years using the building cost index numbers,
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-

1.18 Public Administratioﬂ .

This sector consists of the capital expen&iture of Ccntr;'il Goverﬁmcnt administration in respect
of the State State Government administration and local bodies, corporations, municipalities and
panchayats ' . ¢

The estimates of capital expenditure in respect of Central Government administration at the State

level is pmvided by Central Statistical Organisation. , -

*

« The State Government budgets have been analysed to obtam the capital expendlture of State

- Government administration.
L ]

“The capital outlay of corporation and municipalities have not been covered in this report as its
comp]ete analysis is pending. The construction expenditure and - expendlture on machmery are the

components of Gross Fixed Capital Formation considered under this sector.

1.19 Other Services ‘ _ 7 ' L

_ _ The expenditure of State Government under this sector is taken from the State Government

budget. The non-departmental commercial undertakings coming under this sector is also considered. ~
The Gross Fixed Capita! Formation in private sectors is computed for the base year as per the

enterprise survey, 1983-84 on service sector. The base year estimates are moved forward using the :

indices of GDF in the respecnve sector.
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Chapter2 -
Analytical Interpretation

_ The estimates of Gross Fixed Capital Formation for the year 1993-94 {0 1997-98 are analysed
' industry wise below. Table 1 presents the Gross Fixed Capital Formation by industry of use.

The total capital formation estitmates show an upward trend during the entire pe'riéd starting for
1993-94 t0 1997-98. Real estafe and owner;sl'l‘ip of dwe]ling:s'form major' portion of the total'Gross Fixed
Capital Formgtion dun'ng-thé entire period under repor:t ranging from 10.92% to 16.68%. Agriculture
ranges from 12.70% to 16.21;/6. Fores-,ny'and Logging ranges from 0.16% to 0.52%. Fishing ranges from
1.08% to 1.50%. Mining and Quarrying show a downward trend from 0.34% to 0.19%. Manufacturing
varies from 6.63% to 20.3%. _ Electricity gas and water supply ranges from 11.15% ‘to 24,.87%.
Construction ranges from 3.44% to 5.32% Transport Storage and Commu_nication' varies from 14.61% to
17.84%. Trade_-Hot'eI and Restaurent ranges from 1.15% to 1.44%. Bankinag and Insurance ranges‘from
1.83% 10 5.1 8%. Public Administration rangés from 7.04% to 8.88%. Other services range from 3.9% 1o -
: _5._23% 6f the total Gross Fixed Capital Formatign. _

Table IT shows the percentage distribution of Gross Fixed Capital Formation |

The table III presents the Gross Fixed Capital Formation both in public and private sectors.
During the period under report the contribution of private sector forms 33.09% to 46.89% of the total

Gross Fixed Capital Formation _ -
Gross Fixed Capital Formation in State Government settor

The State Government sector consists ‘of Administrative Departments ' and: Departmental

]

Enterprises.
Administrative Departments

The Gross Fixed Capital Formation of Administrative Departments are obtained from the State
Government Budgets. The expenditure approach is followed for estimation of capital formation from
Govemm_cnt Budgets. For the estimation of gross capital formation, the items such as construction,

machinery and equipments, net purchase of second hand assets and change in stock etc. were considered.
Departmental Enterprises:

Gross Capital Formation under this sector is estimated by analysing the annual accounts of the

departmental enterprises including State Government Budgets.

. Gross Capita) Formation by type of Assets
The Gross Capital Formation of Administrative Deparﬁnenm and Depaftmental enterprises by
type of assets is shown in table V. The table reveals that the estimates of Gross Capital Formation for
the year 1993-94 is 340 crores. During the years 1994-95 and 1995-96 increased to 474 é;ores -and 585
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crores respectwely But during the year 1996-97 the estimate decreased to 570 crores and in 1997-98 it
increased to 645 crores. - '
Gross Cap:ta[ Formation - by Industry of use

The Gross Capital Formation of Administrative Department and Departmental enterpnses is
analysed by Industry of use in table V. The expenditure under various heads of the State Govcrnment |
Admlmstratwe Departments and Departmental enterprises are classified under Agriculture, Forestry,
Fishing, Manufacturmg, Construcnon Water Supply, Other Transport Other Services and Public
Admitistration. The table reveals that the public Admmlstratlon ranks first place with 46% in 1993-94,
~ 54% in 1994- 95, 57% in 1995-96, 52% in 1996-97 and 57% in 1997-98. The share of Agriculture sector
varies only from 29% to 35%.
Gross Capital Formation by type of Institutions 7

Administrative Departments and departmental enterprises constitute the State Government
sector. The contribution of these sectors is analysed by type of institution in Table V. The table reveals
that the major portion of Gross Capital Formation is contributed by Administrative Departments durlng'
the years under reference. It varies from 538% to 68% during the years under refere ce.
"~ Conclusion ' '
7 The estimation of Gross Fixed Capital Formatfon in the State covered mainly private and public
sectors. Even though the coveragé is greater in public sectdr, private sector occupies the majof share of
the total Gross Cap'ital Formation.

Detailed statements of Gross Fixed Capltaf Formation relating to all-lmponant activities are

presented in annexure to this report.
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