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This research project is primarily designed for two besic purposes -
viz. to disguse about the different controversies in this area snd
secondly to obtain an empiricel analysis of the behaviour of depreciae
tion anl accummilated derreciation with growth, investment and
replacement.

thile taking up the controversial area we have paid, amongst
others, attention to depreciation and price level changes. The cemmon
velief of depreciation dficiency in inoreasing nrice level is far
from the truth. We have established this thecretically and we have
validated the remilt with empirfeal evidence. While talking about
depreciation deficienay, we have also foundfhat depreciation covers
not only replacement btut half of it goes to growth investment even
after adjustment for tex. Incidentally, we have established empirically,
that peneity of fund far growth is due to retained earnings policy.

We have found empirically that growth in Indian econcmy does
not really follow a Domer type of assumption of imvestment. On the other
hand, 1f growth is considered with reference to total capital stock,
we find rather satisfactory result.

Ve have also found the behaviour of anmual depreciation with
respect to anmal growth. We have studied the age structure of capital
capital stock.

f e have analysed the role of accelerated depreciation like
’ development rebate, initial derreciation allowance thecretically and

. empirically. Ve have established that development rebate has got
substantial impact in respect of inducement for growth.
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Our analysis is based on Reserve Dank of India data for the
perdods 1960 « 65 and 1965 = 70 with sample sige of 1333 and 1501 public
limited companies with paid up capital above¢ 5 lacs. In other words,
data are fairly homegencus for carrying ocut any research, We have
analysed on the basis of overall carparate seotar and for thirty two
indugtries. JFor the overall corparate sector, we have reported the
yearly analysis but for industry we have reparted the average figures
far 1960 = 70 i.e., eleven yoars. ‘

Ouwr study has been divided in three parts - Part.I has been
devoted to the analysis of concepts, theory and centroversies in the area of
derreciation. In part II, we have discussed derreciation and growth under
the assumption of certain pattern of growth in investment and canital
stock. Ve have compared the actual resilts with the results under the
model. mmmmmuwsznm
with growth investment, replacement ' = investment. Finally we have
touched on the role of depreciation in generation of cadh,
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