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FROM THE EDITOR

We, at the ISPE, do hope all of you are doing well but taking all

care. Even today, we admit that our Journal Issues are delayed but

only by a little more than a year. Having said that, let me assure you

that we shall bring out the 2021 Volume (all Issues) by the middle of

this year, maybe June or July. The first three Issues (January-March,

April-June and July-September) are being brought out as a combined

Issue now. This contains papers/ pieces in memory of Prof. V.M.

Dandekar, our Founder Director, Founder Editor of the Journal and

a Founder Trustee. One of them focusses on a theme that Prof.

Dandekar worked on while the second one discusses a new but

emerging theme - keeping in mind that Prof. Dandekar, more espe-

cially in the last two decades of his research and writing, tried his

handat new ideas that hademergedearlier orwere emerging butwhich

interested him in terms of his intellectual pursuits in academics. The

remaining pieces seek to go down memory lane and recall all that

each author has felt about this great personality and how they bene-

fitted fromhis approach to life in general, not just inacademic pursuits.

As followed in the 2020 Volume, some of his published contributions

to academic writing as also Reports appear in the Documentation part

of this combined Issue.

Ona personal note, I must say that my interaction with him lasted

for a little more than a decade in the 1980s and early 1990s but one

which enabled me to absorb a ‘never give up’ approach to issues in

teaching and research. Such an approach helped me tremendously in

my professional career later, not just as an academician but as a

consultant to many public and private organisations and also as a

social activist. At the ISPE, we are all the time talking and remem-

bering about him in terms of some aspect of our work that we carry

on here to keep his legacy alive.

S.Sriraman

June 2022





COMPARING ECONOMIC PROGRESS IN MAHARASHTRA
AND  GUJARAT, 1960-61 TO 2019-20

Ravindra H. Dholakia 

The paper considers economic progress in all its five connotations, viz.
volume of economic activities, efficiency of resource use, wellbeing of people, sta-
bilityof the growth path, andsustainability ofgrowth over longperiod, and compares
the performance of Maharashtra and Gujarat over the last six decades. It is found
that Gujarat clearly emerges as a better performer because it has outperformed
Maharashtra in almost all dimensions except educational indicators. This com-
parison of the two states leads to two interesting hypotheses to be tested through
future research. The first one is that states that focus their policies directly on the
volume and efficiency aspects perform better over the long period in other aspects
of economic progress than those that focus on a few welfare indicators. The other
hypothesis is that bifurcation of a large state is more helpful to the smaller state
than the bigger one over the long period.

I. INTRODUCTION

Economic progress is one of the most
prominent goals of public policies in any
economy.As a concept it includes several
desirable features of the development of
an economy over time. Perloff [1957]
identified three basic features of the
process such that they become connota-
tions of the term ‘economic progress’ that
would help its measurement and
eventually comparison over time and
across economies. These three connota-
tions were: (i) volume of economic acti-
vities; (ii) efficiency of use of scarce
resources; and (iii) economic wellbeing
of people in the economy. Even with
these three basic ingredients of the term,
it is increasingly realized that satisfactory

measurement of economic progress in
any economy is not possible with a single
aggregate or indicator. Gross Domestic
Product (GDP) or related income mea-
sures can satisfactorily consider the vol-
ume and to a large extent the efficiency
aspects but cannot fully reflect the
economic wellbeing of people. Similarly,
indicators and metrics that reflect eco-
nomic wellbeing of people often fail to
capture volume and efficiency aspects of
economic progress in an economy.

Over time, the term ‘economic prog-
ress’ has evolved to be more complex to
expand its connotations to include two
more features: (iv) stability of economic
activity levels; and (v) sustainability of

Ravindra H. Dholakia is Honorary Fellow, Indian School of Political Economy, Pune, (Retd.) Professor of Economics,
Indian Institute of Management, Ahmedabad, Former Member of the Monetary Policy Committee of the Reserve Bank of
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the process over a long period of time.
While stability is relatively a well-
defined concept, sustainability is neces-
sarily linked to the length of the period.
However, with these two additional
aspects, the term ‘economic progress’
simply cannot be measured satisfactorily
by a single (or even a composite) indi-
cator or metric.

In the present paper, we consider the
volume, stability, efficiency, wellbeing
and, to a certain extent, sustainability
aspects of economic progress of the two
major state economies - Maharashtra and
Gujarat - over the last six decades of their
separate existence. The next section
briefly describes and compares the rela-
tive positions of the two state economies
to provide the background. The third
section compares the volume and stabil-
ity of economic activities during phases
of economic growth history of the two
states. The fourth section considers the
efficiency of resource use in the two
states by considering allocation across
sectors, geography, and final use of pro-
duction. The fifth section then compares
the economic wellbeing in the two states
by considering various indicators such as
migration, unemployment, cost of living,
poverty, inequality, slums, health indi-
cators, education indicators, crime rates,
and so on. The sixth and the last section
then summarises main findings and ends
with concluding remarks.

II. BASIC FACTS ABOUT
MAHARASHTRA AND GUJARAT1

Maharashtra and Gujarat were
formed as separate states from the erst-
while Bombay state on 1st May 1960.
Both these states have been major state
economies in the country ever since their
separate existence. After Rajasthan,
Maharashtra has almost the second
largest geographical area of about 3.08
lakh km,2 whereas Gujarat has the
seventh largest area of 1.96 lakh km.2 As
a proportion of the country’s total geo-
graphical area, Maharashtra has about
9.4% and Gujarat about 6%. As per the
Census of 2011, Maharashtra has 9.3%
and Gujarat about 5% of the country’s
population. Maharashtra is the second
most populated state, whereas Gujarat is
the tenth most populated state in the
country. Although Maharashtra has 365
persons per km2 compared to 308 persons
per km2 in Gujarat, both the states have
lower density of population compared to
382 persons per km2 in the country. The
latest inter-census growth of population
during 2001-11 was recorded at 19.3%
for Gujarat, 16% for Maharashtra and
17.7% for the country. It is worth noting
that the latest estimates of the Fertility
Rate for 2018 show that Gujarat (2.1) has
a lower rate than the country (2.2),
although its population growth is higher
than the country over the decade. For the
year 2018, the birth rate and death rate in
Gujarat were respectively 19.7 and 5.9
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per thousand population yielding the
natural rate of population growth to be
1.38% and the same figures for the
countryand Maharashtra are respectively
20.0, 6.2 and 1.38% and 15.6, 5.5 and
1.01%. As we can see, natural growth rate
of population during the last decade is
declining in India and both these states
though the rate of decline is sharper in
Maharashtra and Gujarat than the coun-
try.

Gujarat has a lower sex ratio (919
females per 1000 males) than Maha-
rashtra (929) which in turn is lower than
the country (943) as per 2011 Census.
One of the possible reasons for this could
be higher proportion of urban population
in Maharashtra (45.2%) and Gujarat
(42.6%) than in the country (31.1%).
Moreover, the proportion of the Sched-
uled Castes and Scheduled Tribe pop-
ulation is significantly lower in
Maharashtra (21.2%) and Gujarat
(21.5%) than the country (25.3%).

There is a sharp difference between
the two states in the proportion of main
workers to population and in terms of
female worker population ratio. The
former is as high as 38.9% in Maharashtra
and 33.7% in Gujarat compared with the
country’s figure around 30%. The latter
is again as high as 31.1% in Maharashtra
and only 23.4% in Gujarat with the
country’s figure at 25.5%. It is the female

labour force participation that pulls up the
worker rate in Maharashtra but pulls it
down in Gujarat. One of the possible
reasons for this could be the proportion
of agricultural workers in total workers.
This proportion is high at 53% in
Maharashtra but 49.6% in Gujarat as per
2011 Census. This is consistent with the
latest data on (i) higher proportion of Net
Sown Area to Total Geographical Area
in Maharashtra (55%) than in Gujarat
(52.5%); (ii) higher cropping intensity in
Maharashtra (1.37) than in Gujarat
(1.16); and (iii) higher forest cover in
Maharashtra (16.5%) than in Gujarat
(7.6%).2 However, the average size of
operational holding is significantly lower
in Maharashtra (1.34 hectare) than in
Gujarat (1.88 hectare) in 2015-16 and so
also for the fertilizer consumption per
hectare of Gross Cropped Area of only
121 kg in Maharashtra and 134 kg in
Gujarat in 2016-17.

The Annual Survey of Industries,
2017-18 [as quoted by DES Maharashtra
(2021)] shows that Maharashtra has
26,393 factories and Gujarat has 26, 586
factories, each state contributing almost
11% of total factories in the country.
Thus, although the two states together
account for only 14% of the country’s
population, they have more than 22% of
factories in the country. Moreover, they
employ about 28.18 lakh workers
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accounting for 23% of workers in facto-
ries in the country. It is interesting to note
that gross output per worker is
significantly higher in Gujarat (Rs. 96.92
lakhs) than in Maharashtra (Rs. 84.81
lakhs), but that the net value added per
worker is significantly lower in Gujarat
(Rs. 13.04 lakhs) than in Maharashtra
(Rs. 15.82 lakhs). Thus, factories in
Gujarat in aggregate are more capital and
input intensive than in Maharashtra. This
is consistent with substantially higher per
capita consumption of industrial elec-
tricity in Gujarat (850 MW) than in
Maharashtra (379 MW). Similarly, the
Sixth Economic Census shows that (i)
total establishments per lakh of popula-
tion in Maharashtra (5,462) are signifi-
cantly lower than in Gujarat (6,573); and
(ii) total employment per lakh of
population is also lower in Maharashtra
(12,914) than in Gujarat (15,897).

In the tertiary sector, we find that the
number of bank branches per lakh of
population in Maharashtra (10.6) is less
than in the country (11.0) and in Gujarat
(12.1). However, the credit-deposit ratio
in Maharashtra (102.0) is significantly
more than in the country (76.5) and in
Gujarat (74.8). This may be interpreted
to mean that Maharashtra is a net con-
sumer of the bank credit, but Gujarat is a
net supplier of the bank credit. While the
road length per 100km2 is substantially
higher in Maharashtra (204km) than in

the country (162km) and Gujarat
(103km), the number of motor vehicles
per lakh of population as of March-end
2018 is significantly higher in Gujarat
(37,307) than in Maharashtra (29,087)
and in the country (22,269). This may be
due to (i) better quality of roads; and (ii)
higher proportion of the middle-income
group in Gujarat than in Maharashtra and
in the country. As on March-end 2020,
Gujarat has a substantially higher railway
route per 100 km2 (2.70km) than in the
country (2.07 km) and Maharashtra (1.89
km). However, if we combine the rail and
road network, development in Gujarat
substantially lags behind the one in
Maharashtra.

Finally, we may consider some
parameters of public finance in the two
state economies. Both the state econo-
mies are very similar in this respect and
are performing far better than all states
taken together. For the year 2019-20,
state’s own tax receipts as a proportion of
total revenue receipts are 64.4% in
Maharashtra and 64.9% in Gujarat com-
pared to only 45.6% for the country’s
average. Thus, the degree of financial
autonomy enjoyed by both the states is
similar and much higher than most other
states in the country, since the contribu-
tion of the state’s own taxes is almost
double the one through transfers from the
Centre in these two states as compared to
other states where the state’s own taxes
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contribute less than transfers from the
Centre. Proportion of development
expenditures in the total expenditure of
the state is higher in Gujarat (66%) than
in Maharashtra (63.7%). The ratio of the
fiscal deficit to Gross State Domestic
Product (GSDP) is significantly lower in
Gujarat (1.6%) than in Maharashtra
(2.7%). However, this may be due to a
significantly lower debt-GSDP ratio in
Maharashtra (16.6%) than in Gujarat
(19.8%) and in the country’s average
(26.3%).

Keeping these basic facts in the
background, we may now examine dif-
ferent aspects of the economic progress
made in the two state economies in the
following three sections of the paper.

III. VOLUME AND STABILITY
OF ECONOMIC ACTIVITIES

A very satisfactory measure of the
level of aggregate economic activity in
an economy is the Gross Domestic
Product (GDP) at the national level and
GSDP at the state level. In 1960-61, when
Maharashtra and Gujarat were formed as
separate states, their contribution to the
national GDP was respectively 13.5%
and 5.8%. Both the states had higher per
capita GSDP than the country, but
Maharashtra’s per capita GSDP was
about 50% higher than the country and
about 22% higher than Gujarat. Thus,
Maharashtra was clearly a larger and

more prosperous economy than Gujarat
when they separated in 1960. However,
over the last six decades with economic
growth and development taking place
everywhere in the country, the relative
position of the two states also changed.
By the year 2019-20, in the national real
GDP, the contribution of Maharashtra
has increased to 14.2% and of Gujarat to
8.2%. The real per capita GSVA of
Maharashtra is now about 53% higher
than the country but about 6.4% lower
than Gujarat. The real per capita GSVA
of Gujarat is 63% higher than the country.
It appears that, while Maharashtra has
prospered more than the country, Guja-
rat’s prosperity has far surpassed Maha-
rashtra and the country over the last six
decades. However, such conclusions
need closer examination.

Comparison of regional economic
data should not be made based on two
endpoints, because they are prone to
heavy annual fluctuations. National
economic data are likely tobe more stable
than individual states because they rep-
resent aggregates and interstate varia-
tions in opposite directions may have
cancelling effects. Even the comparison
of the economic performance of two
states must recognize that movements in
their economic aggregates may not be
synchronized but could be in the opposite
directions. It is, therefore, always advis-
able to consider either a timeseries of data



8 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

or take some average values over time for
better comparisons. To substantiate this
point, we consider Figure 1 that provides
the ratio of per capita real GSDP to the
per capita real national GDP (known as
state relative incomes) for Maharashtra
and Gujarat for every year from 1960-61

to 2019-20. Comparable estimates of the
time series of real GSDP in the two states
as derived in the Appendix at the end of
the paper are used for the purpose along
with the estimates of real GDP from the
Economic Survey 2020-21 published by
Government of India.

Figure 1. State Relative Per Capita Incomes - Maharashtra & Gujarat

Source: Appendix including the two Appendix Tables at the end of the paper; and GOI

It can be seen from the chart that the

series for both the states show heavy

annual fluctuations and that these fluc-

tuations are often not in the same direc-

tion. The Maharashtra series of per capita

income differential with the national per

capita income fluctuates from the high of

1.6365 in 2007-08 to a low of 1.3569 in

1972-73. On the other hand, Gujarat

series fluctuates from a high of 1.6329 in

2019-20 to a low of 1.0088 in 1974-75.

If we consider the ratio of Maharashtra’s

per capita income to Gujarat’s per capita

income, it fluctuates from the high of
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1.5010 in 1974-75 to the low of 0.9364

in 2019-20. Moreover, the coefficient of

correlation between the two state relative

incomes over the whole period works out

to +0.5698 with the coefficient of deter-

mination of only 32% implying that

variation in one series explains only 32%

of the variations in the other. Similarly,

coefficient of variation in Maharashtra’s

relative income to the nation over the

whole period is 4.5%, which is less than

half of the same for Gujarat’s series

(9.8%). Therefore, selecting any one year

to compare relative economic perform-

ance of state economies should not be

considered avalid comparison.However,

in the present case, as the Figure 1 shows,

for the last three consecutive years,

Gujarat’s per capita Real GSVA is not

only higher than Maharashtra but also the

gap between the two is consistently

increasing.

To capture the volume of economic

activities over the period of economic

progress in a state economy, we must

consider behaviour of economic growth

rate over time. This can be done by

considering different phases of growth

and comparing the state performance

with the nation during each phase.

Methodologically, we can identify the

breakpoints in the state real income series

either exogenously or endogenously. We

prefer endogenous identification of the

break points because they are determined

by the behaviour of the state’s own real

GSDP series and hence incorporate the

most influential factors in totality and

their impact on the economy with all

variable lagged responses. In the exoge-

nous identification of the break points, on

the other hand, considerations external to

the state may play a critical role and the

impact lags in the economy’s response to

them become hypothetical. It is, there-

fore, better to identify the break points

and hence different phases of economic

growth in each state endogenously. We

have followed the Bai-Perron method to

identify the break points for each of the

two states endogenously [Bai and Perron,

1998 and 2003; Dholakia and Sapre,

2011].3

As per the Bai-Perron methodology,

we consider the time series of real GSDP

at 2004-05 base from 1960-61 to 2011-12

for both the states and take their natural

logarithm to get a log-linear trend equa-

tion. Then we apply their algorithm to

obtain the optimal choice of trend-break

points with given length of series (pa-

rameter "h" in the Bai-Perron algorithm).



10 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

While Bai-Perron use h=8 for their

estimation, we have considered h=8 and

h=9 as alternatives to ensure that the

identification of break points is not

affected by the alternative values. The

choice of the optimal number of break

points (parameter "m") is made with the

help of two criteria: Residual Sum of

Squares (RSS) and Bayesian Information

Criterion (BIC) for alternative values of

"m". The statistical fit is highly signifi-

cant for both the states with adjusted R2

greater than 0.998. Both RSS and BIC are

at the minimum and give the unique

optimal choice of the number of break

points to be three for Maharashtra and

Gujarat during 1960-61 to 2011-12. The

exact break points identified endoge-

nously for the two states are not identical

but marginally differ. The endogenously

identified break points and hence the

different growth phases in Maharashtra

are: 1. 1960-61 to 1973-74; 2. 1973-74 to

1987-88; 3. 1987-88 to 1999-2000; 4.

1999-00 to 2011-12; and 5. 2011-12 to

2019-20.4 The break points and hence the

different growth phases identified for

Gujarat are: 1. 1960-61 to 1971-72; 2.

1971-72 to 1984-85; 3. 1984-85 to

1999-00; 4. 1999-00 to 2011-12; and 5.

2011-12 to 2019-20.

To examine the growth performance

of a state compared to the nation during

a given phase of its growth identified as

above, we get an instantaneously com-

pounded annual trend rate of growth

(ATRG) by fitting a log-linear trend line

on the total GSDP and its three broad

sectors: (i) primary sector consisting of

agriculture and allied activities such as

animal husbandry, forestry and fishery

and mining and quarrying; (ii) secondary

sector consisting of manufacturing,

construction and electricity, gas and

water supply; and (iii) tertiary sector

consisting of the rest of the economy with

service sectors such as trade and trans-

port, banking and finance, real estate and

public administration and other services

including health, sanitation, education,

business and personal services. Table 1

presents the ATRG for total GSDP and

its three broad sectors for Maharashtra

and all India during each of the five

above-mentioned growth phases in

Maharashtra. The data on Indian real

GDP by sectors is obtained from the

National Accounts Statistics (NAS)

[MoSPI,2021] and the data on real GSDP

for Maharashtra is taken from Appendix

Table 1 below.
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Table 1. Instantaneously Compounded Annual Trend Rate of Growth (ATRG) by Phases in Maha-
rashtra and India

(in %)

Total RGSDP@ Primary Sector Secondary Sector Tertiary Sector

Phases Geography ATRG RSS/ SS ATRG RSS/ SS ATRG RSS/ SS ATRG RSS/ SS
in % in % in % in %

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

I. 1960-1974 Maharashtra 3.03 0.0279 (-) 0.58* 0.9404 4.16 0.0112 4.19 0.0031

All India 3.35 0.0266 2.09 0.2264 4.7 0.0361 4.25 0.006

II. 1973-1988 Maharashtra 3.91 0.0174 1.24* 0.6379 4.26 0.031 4.78 0.0052

All India 4.16 0.016 2.64 0.1255 4.6 0.0185 5.41 0.0073

III. 1987-2000 Maharashtra 6.52 0.0103 4.26 0.2147 6.34 0.0186 7.33 0.0032

All India 5.74 0.0084 3.58 0.042 6.02 0.0168 7.03 0.0096

IV. 1999-2012 Maharashtra 8.28 0.0224 4.06 0.1383 8.31 0.0617 9.06 0.0104

All India 7.4 0.0086 3.23 0.044 8.26 0.0088 8.62 0.0065

V. 2011-2020 Maharashtra 6.36 0.0025 2.84 0.2289 6.10 0.0181 7.53 0.0018

All India 6.49 0.0044 3.47 0.0239 6.02 0.0256 7.85 0.0031

Note: *Not significant at 1% level of significance. The rest of the ATRG coefficients are significant at 1% level;
@ For Phase V, the concept is Real GSVA at basic prices which is similar to GSDP at factor cost; RSS = Residual
Sum of Squares; SS = Total Sum of Squares. The values of RSS/SS would always be between 0 and 1.
Source: Author’s Calculations from Appendix Table 1 below and MoSPI (2021).

Table 1 clearly shows that growth of
real income in Maharashtra fell short of
the country during the first two phases of
its growth history. Maharashtra not only
had a poor growth (statistically not dif-
ferent from zero) rate in its agriculture,
but also less than the national growth rate
in its industrial and services sector during
the pre-reform period (1960-88).
Although the state experienced a signif-
icant acceleration in its trend growth by
about 88 basis points (bps) from 3.03%
in Phase I to 3.91% in Phase II, the nation
also experienced an acceleration of 81
bps during the same period. The distance

in the growth rates between Maharashtra
and the country reduced in the secondary
sector but increased in the tertiary sector
during Phase I and II.

It was only after economic policy
reforms initiated from the mid-1980s that
Maharashtra’s economy picked up its
growth momentum of a significant
acceleration of 261 bps in Phase III
(1987-00). The nation also experienced
acceleration of 158 bps during the same
period but the performance of Maha-
rashtraexceeded the nation in all the three
sectors. The turnaround was particularly
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spectacular in Maharashtra’s agriculture
where it exceeded the nation’s growth by
68 bps. The growth momentum contin-
ued in the Phase IV (1999-2012) both in
Maharashtra and the nation. Maharashtra
economy experienced a further acceler-
ation of 176 bps which is similar to 166
bps in the nation. Again, Maharashtra’s
performance remained superior to the
nation in all the three sectors, but agri-
cultural growth could not be sustained
and marginally declined in both the state
and the nation.

In the Phase V of the Maharashtra’s
growth history (2011-20), the separate
treatment of which is largely dictated by
statistical considerations, Maharashtra’s
growth is similar to the nation’s and
showed 192 bps deceleration in the state
and 91 bps deceleration in the nation.
Unfortunately, agricultural growth in the
state fell sharply by 122 bps though it
showeda marginal acceleration by 24 bps
in the nation. Similarly, the growth in the
service sector fell sharply by 153 bps in
the state compared to only 77 bps in the
nation. However, the major cause of
concern is the growth deceleration in the
secondary sector in both the state and the
country. The growth decelerated by 221
bps in Maharashtra and 224 bps in the
nation during phase V compared to phase
IV.

Thus, overall growth performance of
Maharashtra has not been outstanding
compared to the national average. Its
relative position compared to the nation
in per capita real income has remained
around 1.5. The economic policy reforms
initiated in the country since the mid-
1980s helped the state to gain momentum
and achieve substantial acceleration in
economic growth. However, gains in
growth momentum were almost lost
during the last decade. Compared to the
pre-reform period, the major difference
in the state’s growth pattern during its last
three phases is that the growth of indus-
trial sector is above the national average
and agriculture is recording a decent
growth.

Table 1 also provides estimates of the
measure of stability of the growth of the
state and national economy by sectors in
each of the five phases of growth in
Maharashtra. The statistic (RSS/SS)
measures the deviations of the actual
observations from the fitted trendline
adjusted for the sign and size of total
variations in logarithmic terms and hence
can reflect the stability of the economy
around the growth path. Its value always
lies between 0 and 1. Lower the value,
higher is the stability and vice versa.
Higher stability of the growth path is
better for the economy because it pro-
vides more stable economic environment
for the investors and all economic agents
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to form their expectations with less
probability of errors and hence provides
more confidence for decision making.

As expected, in each of the first four
growth phases, the nation shows higher
stability than the state for the growth of
total real income. Stability improved
consistently in the nation and the state
from Phase I to III. However, during the
Phase IV (1999-2012), stability of the
overall growth declined considerably in
the state but only negligibly in the nation.
During Phase I and II of growth, Maha-
rashtra had lower growth and lower sta-
bility than the nation. The situation
improved during Phase III and IV when
Maharashtra had higher growth but lower
stability than the nation. During Phase V,
however, the reverse happened. Maha-
rashtra has marginally lower growth but
more stability in the state than the nation.
The improvement from Phase II to III in
the state was excellent because of sub-
stantial acceleration in the state was
achieved with remarkable increase in
stability. Although Maharashtra
achieved its highest overall growth dur-
ing Phase IV, the improvement in its
growth accompanied reduction in
stability. Between Phase IV and V, while

the stability of growth path considerably
improved, the overall growth signifi-
cantly decelerated.

In terms of stability of sectoral growth
paths, Maharashtra’s agriculture shows
high degree of fluctuations during all its
phases of growth. However, Phase III and
IV (1987-2012) is perhaps the best period
for its agriculture since it is a period with
high growth and relatively high stability.
In the industrial sector, the improvement
from Phase II to III in the state is partic-
ularly notable because the growth
accelerated substantially by 208 bps
accompanied by significant improve-
ment in stability. In Phase IV, the growth
improved but the stability declined; and
in Phase V the stability improved
remarkably but the growth declined sig-
nificantly. The same story is found in the
state’s tertiary sector also.

Now we may examine the growth
experience in Gujarat by considering its
growth phases. Table 2 summarises the
growth experience in Gujarat as Table 1
does for Maharashtra. The data for cal-
culations are taken from Appendix Table
2 below.
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Table 2. Instantaneously Compounded Annual Trend Rate of Growth (ATRG) by Phases in Gujarat and India
(in %)

Total RGSDP@ Primary Sector Secondary Sector Tertiary Sector

Phases Geography ATRG RSS/ SS ATRG RSS/ SS ATRG RSS/ SS ATRG RSS/ SS

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

I. 1960-1974 Gujarat 3.64 0.1957 3.80 0.4594 3.24 0.1387 3.50 0.0209

All India 3.53 0.0306 2.21 0.2797 5.15 0.0264 4.39 0.0061

II. 1973-1988 Gujarat 5.36 0.1365 5.01 0.4257 5.71 0.0554 5.94 0.0192

All India 3.90 0.0251 2.75 0.1419 2.19 0.0289 4.85 0.0052

III. Gujarat 6.48 0.0688 3.57* 0.6140 8.55 0.0294 7.25 0.0125

1987-2000 All India 5.61 0.0056 3.53 0.0275 5.95 0.0097 6.89 0.0058

Gujarat 9.26 0.0132 6.17 0.1286 10.18 0.0329 9.71 0.0085

IV. All India 7.40 0.0086 3.23 0.0440 8.26 0.0088 8.62 0.0065

1999-2012 Gujarat 8.70 0.0023 6.23 0.1067 10.26 0.0089 8.15 0.0024

All India 6.49 0.0044 3.47 0.0239 6.02 0.0256 7.85 0.0031

V. 2011-2020

Note: * Statistically significant at 2.5% level. The rest of the numbers for ATRG in the table are significant at
1% level; @ For Phase V, the concept is Real GSVA at basic prices which is similar to GSDP at factor cost;
RSS = Residual Sum of Squares; and SS = Total Sum of Squares. The values of RSS/SS would always be
between 0 and 1.
Source: Appendix Table 2 below; and MOSPI (2021)

Table 2 clearly shows that Gujarat’s
economy grew at a higher rate than the
national average in each of its five growth
phases. Moreover, it experienced growth
acceleration during all phases from its
Phase I to II to III to IV. In Phase V, which
is separately considered only on statis-
tical grounds, its growth rate showed a
marginal decline (56 bps) from Phase IV.
In terms of stability of the growth path,
in each of the first four phases, Gujarat
displayed lower stability than the
national average, but during Phase V of
its growth, stability of Gujarat’s growth

path was better than the national average.
Stability of Gujarat’s growth perform-
ance has been improving consistently
from its growth Phase I to Phase V. The
economic progress in Gujarat is charac-
terised by the state achieving higher
growth with improved stability
throughout the five phases of its growth
history.

Among the three broad sectors, the
industrial sector in Gujarat stands out
with consistently accelerating growth
rates during each of its five growth phases
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and improving stability except in Phase
IV. Primary sector in the state also
experienced accelerated growth from
phase to phase except Phase III when the
growth experienced a sharp deceleration
with increased instability in its growth
path. Otherwise, the agricultural sector in
the state showed consistent improvement
in the stability around its growth path.
The tertiary sector in the state also
showed consistent acceleration in growth
over the first four phases with improve-
ment in the stability of the growth path.
In Phase V, however, the service sector
in the state experienced a deceleration in
its growth but continued to improve the
stability of the growth path.

Comparing the economic progress of
the two states in terms of volume and
stability aspects, Tables 1 and 2 above
bring out that Gujarat scored over
Maharashtra in growth of volume of
economic activities during the first two
phases of growth history but achieved it
only with lower stability. During the
Phase III, Maharashtra had achieved
higher growth with better stability than
Gujarat. However, during Phase IV and
V, Gujarat outperformed Maharashtra
both in growth and stability. This is also
seen in the behaviour of the state relative
incomes over the last six decades in
Figure 1 above. In the agricultural sector,
Gujarat’s performance was better than
Maharashtra both in growth and stability

in all phases except Phase III when
Maharashtra scored over Gujarat in both.
In the industrial and service sectors,
Gujarat was outperformed by Maha-
rashtra both in growth and stability in the
first phase; and in the fourth phase, it was
the reverse. In Phase II and III, Gujarat
scored over Maharashtra in growth of
Industrial and Services sector, but
Maharashtra did better in stability of the
growth path. During the phase V, Gujarat
did better in both growth and stability of
Industrial sector than Maharashtra. The
Service sector in Gujarat had higher
growth but lower stability than Maha-
rashtra during phase V.

IV. EFFICIENCY OF RESOURCE USE

When the economic progress occurs
in an economy, the dynamic forces
invariably ensure a systematic realloca-
tionof its scarce resources. As the volume
of economic activities increases leading
to growth in production of goods and
services, the scarce resources get reallo-
cated from relatively slower growing or
decaying activities to faster growing
activities. Colin Clark (1940) had pro-
posed his well-known sector hypothesis
of the relative decline of agricultural
sector and relative growth of the indus-
trial and service sectors in the process of
economic development of an economy.
He provided the explanation of such a
systematic shift in terms of changing
demand pattern based on the changing
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consumption pattern of people as their
incomes rise. At the root of the explana-
tion of the sector hypothesis lies an
empirical observation based on the Engel
Law that the agricultural goods whether
in the form of final consumption (food)
or intermediate consumption (raw mate-
rials) are more or less necessities and
hence income inelastic. On the other
hand, the industrial goods and products
of service sector in the aggregate are like
comforts and luxuries and hence are
income elastic. Once such an empirical
assumption is made, Clark’s sector
hypothesis follows only if we assume a
large but closed economy. The empirical
assumption and the sector hypothesis
were tested and validated first by Kuznets
(1957) and have been widely supported
empirically for most of the nations sub-
sequently.

When it comes to applying the sector
hypothesis to a sub-national economy
such as a state or a district, however, the
exclusive demand side explanation
would not be convincing. This is because
sub-national economies are most likely
open economies with very high degree of
trade flows across their geographical
boundaries even when the nation is
largely a closed economy. Once we
acknowledge this, the changing con-
sumption pattern of people need not be
reflected in the corresponding changes in
the production pattern. If the sector

hypothesis holds for the changes in pro-
duction pattern, it needs an explanation
from the supply side rather than the
demand side. Recognizing the ground
realities of income estimation at the state
level in India, we get the estimates only
of income originating within the geo-
graphical boundaries of a state rather than
income accruing to factors of production
belonging to the state. The estimates of
GSDP reflects more closely the supply or
production side than demand side. The
sectoral distribution of GSDP or GSVA,
therefore, does reflect allocation of
scarce resources among the sectors.

Production of agricultural or primary
goods typically depends on several
external or exogenous factors like rain-
fall,weather conditions, absolute scarcity
of land, pest attacks, soil type, irrigation,
and power supply. As a result, agricul-
tural and allied activities are likely to be
more prone to the laws of variable
proportions and diminishing returns
ultimately resulting in slower growth of
productivity and efficiency. The indus-
trial sector and service sector products on
the other hand are likely to experience far
less constraints in terms of external fac-
tors and more flexible environment to
allow use of wide-spread rapid
technological advances in production. As
a result, productivity and efficiency of
resources are likely to grow rapidly
eventually surpassing the levels even in
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a dynamic and prosperous agricultural
sector. In the long run, therefore, we
expect relative decline of agricultural
sector and relative growth of the sec-
ondary and tertiary sectors. This would
shift the allocation of scarce resources
away from agricultural sector and toward

the secondary and tertiary sectors even in
small and open economies. Thus, our
expectation is that economic progress in
any state should eventually result in such
a relative shift of scarce resources
resulting in overall increase in resource
use efficiency.

Table 3. Triennial Average Sectoral Shares in Real GSDP in Maharashtra and Gujarat
(in %)

Years Primary Sector Secondary Sector Tertiary Sector Total Real GSDP

(1) (2) (3) (4) (5)

 MAHARASHTRA
1960-63 29.24 30.02 40.74 100

1969-72 21.08 33.66 45.26 100

1979-82 20.71 33.05 46.24 100

1989-92 16.90 33.82 49.28 100

1999-02 13.64 29.87 56.49 100

2009-12 8.96 29.49 61.55 100

2011-14 17.18 30.8 52.02 100

2017-20 13.80 30.5 55.70 100

GUJARAT

1960-63 51.83 20.88 27.29 100

1969-72 53.59 19.98 26.43 100

1979-82 46.91 22.91 30.18 100

1989-92 32.80 29.05 38.14 100

1999-02 20.16 35.79 44.05 100

2009-12 14.77 39.56 45.67 100

2011-14 20.87 42.03 37.10 100

2017-20 18.10 46.17 35.73 100

Source: Appendix Tables 1 and 2 below.
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Table 3 presents three yearly average
shares of the primary, secondary, and
tertiary sectors in the real GSDP of
Maharashtra and Gujarat for the begin-
ning and end of each of the six decades
of their separate existence. It is clear from
the table that Maharashtra’s economy
was dominated by the service sector
production followed by the industrial
sector. The primary production played
the least important role in the state in each
of the six decades. On the contrary, the
primary sector was the dominant sector
in Gujarat till mid-1980s followed by the
service sector. Industrial sector played
the least important role in Gujarat till the
economic policy reforms of the early
1990s in the country. Over time, how-
ever, the nature of the Gujarat’s economy
changed drastically from a
predominantly agricultural economy to
highly industrialized economy. During
the last decade, industrial sector was the
dominant sector and primary sector was
the least contributing sector in Gujarat’s
real GSDP. Structural changes in Gujarat
have been substantial in the sense that
they completely changed the nature of the
economy. Maharashtra also experienced
structural changes but not to the extent
that changed the nature of the economy
in the last six decades.

The development in Maharashtra as
per the sector hypothesis discussed above
was smooth and consistent throughout

the six decades5 - the relative share of the
primary sector declined and of secondary
and tertiary sectors increased. Thus,
economic progress in Maharashtra
resulted in reallocation of scarce
resources from the low productivity pri-
mary sector to higher productivity sec-
ondary and tertiary sector. In Gujarat also
the sector hypothesis worked throughout
the last fifty-year period. The first decade
(1960s) was an exception because the
relative share of the primary sector
increased and of secondary and tertiary
sectors declined in the state. However,
the rate of decline in the share of the
primary sector in Gujarat is significantly
higher than in Maharashtra. It may be
recalled that productivity in agriculture is
substantially higher in Gujarat than in
Maharashtra and yet resources are real-
located from agriculture to industry and
services in Gujarat because the latter
sectors are more productive than agri-
culture in the state. Economic progress in
Gujarat over the past six decades has
resulted in such productivity enhancing
shift of resources that ultimately resulted
in growth acceleration.

Another dimension of the resource
reallocation in the economy over time is
to consider the proportion of the pro-
duction sold in the international export
markets versus domestic markets. It is
well accepted that the degree of compe-
tition is much higher in the international
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markets than in the domestic markets. In
order to be cost competitive, relative
productivity of resources in the export
production would be higher than in the
domestic production. Therefore, a state
economy producing a larger proportion
of its production for exports is allocating
its resources more efficiently than a state
with a lower proportion of its production

for exports. With economic progress, we

should expect reallocation of resources

for export production in a state under

normal circumstances. Table 4 presents

international exports originating from the

two states as a proportion of their

respective GSDP and of the total exports

from the country.

Table 4. Exports in Maharashtra and Gujarat as Proportion of GSDP and Total Indian Exports

MAHARASHTRA GUJARAT

Exports Exp/GSDP Exp/Ind. Exports Exp/GSDP Exp/Ind.
Exp Exp

Sr. No. Years Rs. Crores in % in % Rs. Crores in % in %

(1) (2) (3) (4) (5) (6) (7) (8)

1 2011-12 328375 25.6 22.4 312249 50.7 21.3

2 2012-13 361184 24.7 22.1 333401 46.0 20.4

3 2013-14 434201 26.3 22.8 445332 55.1 23.4

4 2014-15 445177 25.0 23.5 374203 40.6 19.7

5 2015-16 435610 22.2 25.4 326015 31.7 19.0

6 2016-17 452105 20.6 24.4 363472 31.1 19.7

7 2017-18 449484 19.1 23.0 430704 32.4 22.0

8 2018-19 508474 19.7 22.0 527776 35.1 22.9

Source: DGCIS (Directorate General of Commercial Intelligence Service) & MoSPI (2021): Economic Survey,
2020-21, Statistical Appendix.

The table shows that international
exports originating from Maharashtra are
higher in aggregate value than Gujarat in
each year from 2011-12 to 2018-19
except in 2013-14 and 2018-19. It con-
tributes 22 to 25 per cent of the total
exports from the country and it is the

highest contributing state for most of the
recent years. Gujarat is a close second
with a contribution ranging from 19 to 23
per cent. While exports from Maharash-
tra during 2013-14 to 2016-17 show
stagnancy with marginal increase in
absolute terms, exports from Gujarat
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during the same period shows substantial
decline. The commodity composition of
exports from the two states and devel-
opments in their international markets
may explain such a trend. Despite such
an adverse impact of global factors,
Gujarat’s growth in all the three sectors -
primary, secondary and tertiary - is well
above the national average during this
phase. In this context, it is worth noting
that international exports formed almost
half the total production in Gujarat
around the beginning of the last decade,
but they formed only around a quarter of
total production in Maharashtra. In both
the states, however, this proportion
sharply declined during the last decade.
Throughout the last decade, however, the
economy of Gujarat remained more
export oriented than any other state in the
country.

Finally, we examine the geographical
composition of production in the two
states. The urban areas are likely to be
more productive than the rural areas
because they have less of primary pro-
duction and more of the industrial and
service sector production. With
economic progress, population and other
resources move to the urban areas from

the rural areas. As a result, resource
reallocation from the rural to urban areas
become productivity and efficiency
enhancing. Since the urban areas have
better sanitation, more amenities, com-
forts, and luxuries than the rural areas,
such a shift of population involves
improvement in the average standard of
life in the economy. Table 5 presents
estimates of the urban areas in popula-
tion, work force and incomes in Maha-
rashtra, Gujarat, and All India for
selected years. We have considered the
income estimates for the urban and rural
areas prepared by researchers since
official estimates of this are not made so
far for states in India [see, Dholakia and
Dholakia, 1978; Dholakia, Pandya and
Pateriya, 2014]. The methodology used
for estimation of the urban and rural
incomes in both these papers is similar,
though the estimates for 1970-71 uses net
state domestic product (NSDP) for state
income and net domestic product (NDP)
for the nation, and Population Census of
1971 for work force [Dholakia and
Dholakia, 1978] rather than the GSDP,
GDP and NSS Survey data for the sub-
sequent years [Dholakia, Pandya and
Pateriya, 2014].
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Table 5. Share of Urban Areas (in %) in Population, Work Force, and Income in Selected Years

Geography Item 1970-71 1993-94 1999-00 2004-05 2011-12

(1) (2) (3) (4) (5) (6) (7)

Gujarat Population 28.1 35.3 36.8 39.4 43.1

Work Force 24.6 28 28.7 32.4 39.4

GSDP 43.1* 49.4 55.5 58 59.1

Maharashtra Population 31.2 39.8 42.1 43.5 45.5

Work Force 27.2 31.4 34.2 36.2 38.6

GSDP 60.5* 60 65.4 68.5 67.8

All India Population 19.9 26.3 27.5 29.1 31.5

Work Force 17.7 21.8 24.5 23.4 29

GDP 37.8* 40.6 47 44 48.8

Note: *For 1970-71, the concept of Income is NSDP for states and NDP for India
Source: Dholakia and Dholakia (1978); and Dholakia, Pandya and Pateriya (2014).

The table brings out that both Maha-
rashtra and Gujarat are more urbanized
than all India average in terms of all the
three aggregates - population, work force
and income. Maharashtra had higher
share of urban areas in population and
income than Gujarat over the whole
period 1970-2012. The share of urban
areas in both the states is consistently
increasing though the difference is nar-
rowing over time. Gujarat is catching up
with Maharashtra in the share of urban
areas in population and income, and in
work force, it has even crossed Maha-
rashtra in 2011-12. As per these esti-
mates, the reallocation of resources from
the less productive rural areas to more
productive urban areas have taken place

in both the states over time, though the
rate of reallocation is marginally higher
in Gujarat than in Maharashtra.

V. ECONOMIC WELLBEING OF PEOPLE

Whenever economic progress takes
place in an economy over a long period,
it is expected that the standard of life and
living conditions of people in the econ-
omy would also improve substantially. It
is considered an integral part of economic
progress. However, satisfactory mea-
surement of this aspect is very challeng-
ing because there are so many different
and important dimensions of the
economic wellbeing of people that all or
even most of them cannot be captured
through a single or a few indicators.
Moreover, the concept of wellbeing itself
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has a subjective shade in the sense that it
is also dependent on the perception,
opinion, attitude, culture, and feelings of
people. To avoid such a subjective shade,
we consider only the economic wellbeing
of people in aggregate and associate it
with a few well-defined dimensions. As
a result, we consider employment
opportunities, unemployment rate, pro-
portion of population living in absolute
poverty, consumption inequality in
population, cost of living or consumer
inflation rate, life expectancy, death rate,
infant mortality rate, maternal mortality
rate, literacy rate, enrolment rate, drop-
out rate, proportion of urban population
living in slums, proportion of population
with safe drinking water, crimes against
women and children, and the net migra-
tion rate for the economy to take a rea-
sonably wider view of this aspect of
economic progress.

Since economic wellbeing of people
is critically linked to their ability to meet
the basic necessities of life such as food,
shelter and clothing, the economic
progress should lead to considerable
improvement in the proportion of pop-
ulation living in poverty. The erstwhile
Planning Commission of the government
of India made sincere efforts to define
acceptable poverty line in terms of
minimum expenditures required on food
and other basic necessities of life from
time to time separately for the rural and
urban areas in the country. Population not

able to spend such a minimum amount
was considered as living in absolute
poverty. The definition and calculation of
such poverty lines were recommended by
a committee of experts. Two such defi-
nitions and calculations of the poverty
lines are popular in Indian policy circles
- The Lakdawala Committee and The
Tendulkar Committee [for critique, see
Rath, 2011]. There are significant dif-
ferences in thedefinition and calculations
of the poverty lines by the two
committees and hence their estimates of
population living below the poverty lines
are different for the same year and not
comparable. Table 6 provides estimates
of the percentage of people living below
the poverty line in rural, urban and all
areas in Maharashtra, Gujarat, and the
country for selected years.

The table reveals that with the eco-
nomic progress taking place in the
country and the two states, the proportion
of population living below poverty line
shows a significant decline both in the
rural and urban areas whatever definition
one follows consistently. Comparing the
performance of the two states on this
count, however, we find that poverty rate
in both urban and rural Gujarat fell at
remarkably faster rate than in Maha-
rashtra particularly during the last decade
and a half, when Gujarat achieved a
significantly higher growth rate of its real
income.
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Table 6. Percentage of Population Below Poverty Line in Maharashtra,
Gujarat and India for selected Years

Years Maharashtra Gujarat All India

Rural Urban Total Rural Urban Total Rural Urban Total

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Lakdawala Committee

1973-74 57.71 43.87 53.24 46.35 52.57 48.15 56.44 49.01 54.88

1977-78 63.97 40.09 55.88 41.76 40.02 41.23 53.07 45.24 51.32

1983 45.23 40.26 43.44 29.8 39.14 32.79 45.65 40.79 44.48

1987-88 40.78 39.78 40.41 28.67 37.26 31.54 39.09 38.2 38.86

1993-94 37.93 35.15 36.86 22.18 27.89 24.21 37.27 32.36 35.97

2004-05 29.6 32.2 30.7 19.1 13 16.8 28.3 25.7 27.5

Tendulkar Committee

1993-94 59.3 30.3 47.8 43.1 28 37.8 50.1 31.8 45.3

2004-05 47.9 25.6 38.1 39.1 20.1 31.8 41.8 25.7 37.2

2009-10 42 22.9 36.7 11.5 6.9 8.7 33.8 20.9 29.8

2011-12 35.7 21 31.6 6.8 4.1 5.1 25.7 13.7 21.9

Source: RBI (Annual): Basic Statistics Relating to the Indian Economy, with basic source as Planning
Commission, GOI. These estimates are also available from DES Maharashtra and DES Gujarat on request.

A related dimension of the economic
progress is the consumption inequality in
the economy. Table 7 provides estimates
of the Gini coefficient of inequality for
the urban and rural areas of the two states
and the country for selected years. The
higher the Gini coefficient, the higher is
the inequality and vice versa.6 The esti-
mates of the Gini coefficients in the table
show different trends in the rural and
urban areas. In the rural areas the Gini
coefficients do not show any consistent
trend but fluctuate in narrow range. It

may be interpreted to show almost con-
stancy of the consumption expenditure
inequality in the rural areas of the two
statesand the country. However, between
Gujarat and Maharashtra, the former has
marginally lower inequality. In the urban
areas, on the other hand, there is a clear
trend in the inequality to rise over time in
both the states and the country. Again,
Gujarat has a substantially lower
inequality than Maharashtra over the
whole period.
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Table 7. Gini Coefficients for Household Consumption Expenditures in
Maharashtra, Gujarat, and India

Years Maharashtra Gujarat All India

Rural Urban Rural Urban Rural Urban

(1) (2) (3) (4) (5) (6) (7)

1983 0.283 0.329 0.252 0.264 0.297 0.325

1993-94 0.302 0.351 0.236 0.287 0.282 0.340

2004-05 0.308 0.372 0.269 0.305 0.300 0.371

2009-10 0.268 0.410 0.253 0.328 0.291 0.382

Source: Planning Commission [2013].

Considering that the absolute poverty
rate has fallen, and the degree of con-
sumption inequality has remained almost
constant in the rural areas of both the
states over time, we may safely conclude
that the standard of living of the lower
income group has improved to almost the
same extent as the higher income groups.
However, in the urban areas of both the
states, since the degree of consumption
inequality has sharply increased along
with a decline in the absolute poverty
rate, the improvement in the standard of
living of the higher income group is
perhaps more than in the lower income
groups. This is easily explained in
Maharashtra because the proportion of
the slum population in the urban pop-
ulation (currently at 23.3%) is rising over
time and is larger than the national
average. However, the same proportion
in Gujarat (currently at 6.5%) is one of
the lowest in the country and has declined

substantially during 2001 Census to 2011
Census. Slums are more a phenomenon
of smaller towns than larger cities in
Gujarat.

Slum population increases in the
urban areas because of substantial net
in-migration of people from outside the
state and the rural areas of the state. Such
an in-migration is often due to the pull
factors of expectations of higher wages,
attractive lifestyles, availability of ame-
nities, and better living standard facili-
tated by greater employment
opportunities. Thus, net in-migration
certainly reflects perception of people
about better life at the destination than the
origin. This is supported by the figures of
the percentage of employed persons in
the total population in the two states
compared to the nation in 2018-19. The
percentage was higher at 43.1% in rural
Maharashtra and 39.2% in rural Gujarat
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than 35.8% in rural India, and 35.2% in
urban Maharashtra and 37.1% in urban
Gujarat than 34.1% in urban India.
However, it is relevant to note that urban
Gujarat provides greater employment
opportunities than urban Maharashtra.

Moreover, perception about better
living conditions is also formed based on
the availability of drinking water and
crime rates. Percentage of households
with safe drinking water facility as per
the 2011 census in Maharashtra was
83.4%, in Gujarat 90.3% and in the
country 85.5%. Similarly, out of the total
crimes against women in the country in
2019, Maharashtra had 9.2% and Gujarat
had only 2.2% crimes. Out of the total
crimes against children in the country in
2019, Maharashtra had 13.2% and
Gujarat had 3.2% crimes. These propor-
tions when compared to the proportions
in population of 9.3% in Maharashtra and
5.0% in Gujarat indicate that crime rates
in Gujarat are significantly lower than the
average in the country, but they are higher
in Maharashtra particularly against chil-
dren. This could be a reason for higher
proportion of in-migration among adult
males than among females and children.

The unemployment rate in 2018-19
(as in the earlier years) also show both the
urban and rural areas in both the states
have a significantly lower risk of unem-
ployment than the nation. Again, while

Gujarat has similar unemployment rates
in both the urban and rural areas around
3%, Maharashtra has significantly higher
rate of 6.4% in urban areas than 4.2% in
its rural areas. However, we must rec-
ognize that Maharashtra has a substan-
tially higher rate of net in-migration of
4.1% than only 1.6% in Gujarat [NSSO,
2007-08]. Perhaps it is not a coincidence
that the difference in the net in-migration
rate between the two states is similar to
the difference in their unemployment
rates. It may suggest that the high rate of
in-migration in Maharashtra has perhaps
crossed the optimal level and hence
results in higher proportion of slums and
unemployment rates. The perception
about Maharashtra’s economic progress
among people may need some correction
towards realistic levels.

Cost of living or consumer price index
(CPI) is another important variable in
comparing economic progress in any two
economies. Generally, it may be argued
that price of any commodity in a country
where there are no restrictions on the
mobility of factors and commodities
would not differ between states beyond
the difference in transport costs and local
taxes. Therefore, the overallCPI inflation
rates between states would vary only to
the extent of the differences in the
weights of the underlying commodity
baskets in the two states. However, Jha
and Dhal [2019] found that interstate
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variation in CPI inflation rates in India
was substantial and several state level
factors could explain such variation with
statistical significance. They found state
per capita income growth, state agricul-
tural growth, credit growth in the state,
oil prices in the state, state government
expenditures and taxes, and growth of
utilities such as electricity, gas, and water
supply in the state as important determi-
nants of state CPI inflation rate. The state
governments would, therefore, have
obvious role in managing the cost-of-
living movements in their states.

CPI inflation data is regularly col-
lected and published by NSO on monthly
basis by major commodity groups in each
of the states. These data on Maharashtra
and Gujarat show that annual inflation
rates in the two states differ from each
other and from the national average in all
the years during the last decade. Given
that annual inflation rates fluctuate sub-
stantially, we take a three yearly geo-
metric mean of annual inflation rates for
the first three years - 2012-15 - and the
last three years - 2016-19 in the two states
and the country. For the first three years,
the average inflation rate works out to be
7.55% in Maharashtra, 7.65% in Gujarat
and 8.42% in India; the same for the last
three years are respectively 3.86%,
3.42% and 3.85%. Thus, during the last
decade, CPI inflation rate fell signifi-
cantly in the country and both the states.

The decline was much sharper in Gujarat
at 423 bps compared to 369 bps in
Maharashtra. The cost-of-living in
Gujarat improved remarkably relative to
Maharashtra during the last decade.
While inflation was similar in Maha-
rashtra and the nation towards the end of
the last decade, it was substantially lower
in Gujarat. This must be seen along with
the previous finding that growth of real
income in Gujarat during the last decade
was significantly higher than both
Maharashtra and the nation. Combina-
tion of higher growth and lower inflation
definitely shows better economic
progress than the one with lower growth
and higher inflation.

Another important aspect of the
wellbeing of people is captured by sev-
eral health-related indicators. Life
expectancy at birth is a very good
summary indicator for this. For the period
2014-18, life expectancy at birth for the
males and females is 71.3 and 73.8 years
in Maharashtra, 67.8 and 72.3 years in
Gujarat, and 68.2 and 70.7 years in the
country. While life expectancy in
Maharashtra for males and females is
significantly higher than Gujarat and the
nation, the same in Gujarat is higher than
the nation only for females. For males in
Gujarat, the life expectancy is lower than
the national average. However, the crude
death rate (DR), the infant mortality rate
(IMR), and maternal mortality rate
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(MMR) for the period 2016-19 in
Maharashtra, (respectively 5.5, 19, and
46) are lower than Gujarat (respectively
5.9, 28, and 75), which in turn are lower
than the national average, (respectively
6.2, 32, and 113). Clearly, in all health
indicators, Maharashtra scores over
Gujarat. Since these indicators measure

the status at a point in time, they are like

a stock concept. On the other hand, eco-

nomic progress is a process of develop-

ment over time and correspond to a flow

concept. We should, therefore, compare

the progress made by the states over time.

Table 8 provides such comparison.

Table 8. Comparison of Health Indicators - Maharashtra and Gujarat

States Indicators 1970-71 1980-81 1990-91 2000-01 2010-11 2018-19

(1) (2) (3) (4) (5) (6) (7) (8)

Maharashtra

DR 12.3 9.6 8.2 7.5 6.3 5.5

IMR 105 79 60 45 25 19

Gujarat

DR 14.9 12 8.5 7.5 6.6 5.9

IMR 145 106 78 60 38 28

Note: DR = Death Rate; IMR = Infant Mortality Rate
Source: Sample Registration Scheme

The table shows that Gujarat always
lagged Maharashtra in the health indi-
cators.However, the rateof improvement
in the infant mortality rate was higher in
Gujarat than in Maharashtra. Not all
health indicators showed such a higher
rate of improvement consistently. In the
crude death rate, for instance, the rate of
improvement in Gujarat slowed down
compared to Maharashtra during the last
two decades. For the indicators such as
IMR and MMR, which are likely to be
more responsive to the better availability
of the health and overall infrastructural

facilities, the rate of improvement is
likely to be directly related to the overall
growth performance of the state econ-
omy.

The aspect of education in the well-
being of people is also crucial in the
economic progress of an economy. Here
again, we find that Maharashtra scores
over Gujarat in absolute levels through-
out the period. When the two states were
separated in 1960-61, Gujarat had the
overall literacy rate of 31.5% compared
to 35.1% in Maharashtra; and this lead
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was maintained throughout the period
with 79.3% in Gujarat and 82.3% in
Maharashtra in 2011. The gross enrol-
ment ratio at the elementary level (stan-
dard I to VIII) is 102.5 in Maharashtra
which is higher than the national average
of 96.1 which in turn is higher than 94.4
in Gujarat in 2018-19. However, the
gender parity index is marginally better
in Gujarat than Maharashtra in the ele-
mentary level (std. I to VIII) and higher
secondary level (std. XI-XII). Drop-out
rates among boys and girls in Gujarat in
2019-20 is substantially higher than
Maharashtra in all levels consistently
from primary (std. I to V), upper primary
(std. VI to VIII) and secondary (std. IX
& X). Thus, in education of children,
Maharashtra has performed much better
than Gujarat over the last six decades in
not only maintaining its initial lead but
also enrolling children and keeping their
drop-out very low.

VI. CONCLUDING REMARKS

Comparing economic progress over a
long period in two state economies in a
country involves consideration of per-
formance in multiple dimensions and
metrics. As we have discussed in the
beginning, the concept of economic
progress involves five connotations or
aspects that should be examined simul-
taneously. These aspects are - volume of
economic activities, stability of the

growth path, efficiency of resource allo-
cation, wellbeing of people in the econ-
omy, and sustainability of growth
performance over a long time. The
present paper has examined the per-
formance of the two states in the first four
aspects in detail. The sustainability
aspect over the long period of six decades
is implicit when different phases of eco-
nomic growth in the two states are iden-
tified endogenously and performance of
each state is examined.

Since India is a developing economy
relatively rapidly growing during the last
six decades, sustainability of economic
growth of an Indian state over a long
period should be interpreted to mean the
ability of the state to improve or at least
maintain its relative position compared to
the national average over time. Thus,
sustainability would imply achieving
similar or higher growth than the national
average over the long period. In this
sense, economic progress in both Maha-
rashtra and Gujarat was sustainable. Both
the states have improved their relative
position compared to the national aver-
age over the last six decades, though the
improvement in Maharashtra is only
marginal (between 5 to 8%) whereas in
Gujarat it is almost 200%.

In terms of the five distinct phases of
growth in each of the two states identified
endogenously, Maharashtra performed
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distinctly better than the nation in growth
of the volume of economic activities only
in its third and fourth phases
(1987-2012), Gujarat performed better
than the nation in all its five phases. In
terms of stability of the growth path,
Maharashtra had higher stability than
Gujarat in its first three phases (1960-00),
but during the last two phases
(1999-2020), Gujarat had better stability
than Maharashtra. While Maharashtra
outperformed Gujarat in both growth and
stability during its third phase (1987-00),
Gujarat did better than Maharashtra in
both growth and stability during the next
two phases (1999-2020). During the first
two phases (1960-87), while Gujarat did
better in growth, Maharashtra did better
in stability. Thus, economic progress in
Gujarat during the last two decades has
been better than Maharashtra in terms of
volume, stability, and sustainability
aspects.

In terms of efficiency of resource
allocation, economic progress in Gujarat
has been substantial as it completely
changed the nature of the economy from
predominantly agricultural economy to
predominantly industrial economy.
While Maharashtra did experience
resource reallocation from agriculture to
industryand services, they were marginal
and did not change the basic nature of the
economy during the last six decades.
Commodity production for international

market as a proportion of the GSDP has
been highest in Gujarat among all states
in the country. Maharashtra is a distant
second. However, during the last decade
this proportion has declined sharply in
both the states perhaps due to interna-
tional trade related developments in the
global markets and Gujarat is most
adversely affected. Despite this unfa-
vourable development, all the three sec-
tors - primary, secondary, and tertiary -
have registered higher growth in Gujarat
than the national average and Maha-
rashtra state during the last decade. It is
possible that production for exports
outside the country is substituted by the
production for exports within the country
from Gujarat. If such a shift has occurred,
the efficiency of resource allocation
would not suffer. On the other hand, the
adverse impact of unfavourable devel-
opments in the global markets has
affected efficiency of resource allocation
and hence overall and industrial growth
in Maharashtra. The resource realloca-
tion from the less productive rural areas
to more productive urban areas has taken
place in both the states, though the rate of
reallocation is significantly higher in
Gujarat than Maharashtra. Thus, even in
the efficiency aspect of economic prog-
ress, Gujarat has done better than
Maharashtra.



30 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

Gujarat has also done better than
Maharashtra even in the wellbeing of
people as reflected through the propor-
tion of population living in poverty,
consumption inequalities, proportion of
slum population, availability of
employment opportunities, risk of
unemployment, movements in cost of
living, rate of crimes against women and
children, and proportion of population
covered with basic amenities like safe
drinking water. While both the states
have been attracting a large number of net
in-migrants, it appears that the rate of net
in-migration in Maharashtra is more than
optimal since it leads to rapid growth of
slums and higher unemployment rates.
The perception of economic progress in
Maharashtra seems to have exceeded the
reality by a considerable margin. While
the health and education indicators of
Maharashtra are better than Gujarat ever
since 1960, Gujarat has been able to catch
up and reduce the gap in the health
indicators over the last six decades. It is
the educational aspects where economic
progress in Maharashtra has been more
impressive than Gujarat over the last six
decades. Thus, economic progress in all
its implied aspects except the educational
indicators has been better in Gujarat than
Maharashtra over the last six decades.

Finally, based on the comparison of
the economic progress in Maharashtra
and Gujarat, we find that better per-
formance on volume and efficiency
aspects as reflected by the growth and

productivity enhancing structural
changes consistently over a long period
is most likely to result in better per-
formance on the stability, sustainability,
and wellbeing of people aspects. There
may be a few exceptions in very specific
aspects of wellbeing of people that may
still not be addressed satisfactorily, but
overall, the economic progress would be
well achieved in most connotations of the
term. This must be viewed against a more
direct strategy of focussing on the welfare
dimensions of economic progress
directly rather than trying to achieve the
volume and efficiency aspects directly.
The case of economic progress achieved
in Maharashtra and Gujarat since they
were bifurcated from the erstwhile
Bombay state also adds a favourable
observation to an interesting hypothesis
about the bifurcations of big states. When
a strong economic justification exists for
splitting a big state into two states, one
would expect the smaller state to out-
perform the bigger one in the overall
economic progress over longer period.
Another supporting observation for the
hypothesis is separation of Punjab and
Haryana. This hypothesis may be tested
for more recent bifurcations - Madhya
Pradesh and Chhattisgarh, Uttar Pradesh
and Uttarakhand, Bihar and Jharkhand,
and Andhra Pradesh and Telangana.
However, proper testing of the hypoth-
esiswould require long time series of data
after the bifurcation.
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APPENDIX: Comparable Time Series of GSDP at Factor Cost for
Maharashtra and Gujarat - 1960-61 to 2019-20

The state statistical bureau or the Department
of Economics and Statistics (DES) in both the

states is functional and efficient in preparing
required estimates regularly and meticulously.
The State Domestic Product estimates are pre-

pared by detailed sectors both at current and
constant base year prices. The usual practice was
to prepare the estimates of Net State Domestic

Product (NSDP) at factor cost following the
concept of income originating within the geo-
graphical boundary of the state. However, as a

regular part of the data and estimation
improvement exercise, when the base year was
revised from 1970-71 to 1980-81, several states

started estimating Gross State Domestic Product
(GSDP) by sectors. The concept was further
revisedand revampedto Gross State ValueAdded

(GSVA) at basic prices and GSDP at market
prices at the time of base year revision of 2011-12
from the earlier series at 2004-05 base year. Till

the time of the last base year revision of 2011-12,
all base year revisions introduced marginal
changes in the concepts and data sources that did

not change the basic character and trends in the
series of estimates of state income. However, the
changes introduced in 2011-12 base year revision

were so far reaching and drastic that it has not
been found advisable statistically to extend the
state estimates backward to make them compa-

rable [Dholakia and Pandya, 2017]. Since the
sector definitions also changed substantially, it
was not advisable to compare the estimates for

detailed sectors over time before and after
2011-12. However, at an aggregate level, the new

concept of GSVA at basic prices and old concept

of GSDP at factor cost are comparable. If we use

these estimates at the aggregate level to compare

long term growth, it is acceptable.

Theexerciseof converting past series tomake

it comparable with the estimates based on the

latest base year revision, therefore, must consider

the base year 2004-05. The previous base revi-

sions were made in 1999-00, 1993-94, 1980-81,

1970-71 and 1960- 61. The estimates of GSDP at

factor cost at constant prices by sectors were

available for the years 1980-81 onwards. For the

earlier years, estimates of NSDP were available

by sectors. We assumed that the annual growth of

NSDP by detailed sectors would apply to the

corresponding estimates of GSDP to carry the

series backward. The usual methodology of

linking theserieswith twodifferent baseyear with

the help of multiplier at sectoral level is followed

to generate comparable estimates over time. The

resulting series of GSDP at factor cost at constant

2004-05 prices by broad sectors - Primary, Sec-

ondary and Tertiary - are presented in Appendix

Table 1 for Maharashtra and Appendix Table 2

for Gujarat. The tables also provide estimates of

GSVA at 2011-12 constant basic prices by three

broad sectors (not strictly comparable to corre-

sponding estimates of GSDP at 2004-05 constant

prices before 2011-12) for the years 2011-12 to

2019-20 taken from the DES publications [DES

Maharashtra, 2021; and DES Gujarat, 2021].
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Appendix Table 1. Gross State Domestic Product at Factor Cost - 1960-61 to 2011-12
At Constant (2004-05) Prices AND Gross State Value Added - 2011-12 to 2019-20

at Constant (2011-12) Basic Prices for Maharashtra
(Rs. crore)

Years Real GSDP Primary Secondary Tertiary

(1) (2) (3) (4) (5)

1960-1961 54227 17097 15653 21478

1961-1962 54471 15444 16644 22383

1962-1963 56175 15642 17206 23328

1963-1964 58603 15959 18042 24602

1964-1965 60650 15976 18973 25700

1965-1966 59572 13074 19944 26554

1966-1967 62487 14138 20526 27824

1967-1968 65529 15461 21312 28755

1968-1969 69144 16134 22515 30495

1969-1970 71098 15647 23776 31675

1970-1971 73410 15209 24859 33342

1971-1972 75446 15483 25415 34548

1972-1973 73159 11912 26106 35141

1973-1974 79921 17160 26164 36598

1974-1975 86007 20509 27299 38199

1975-1976 89732 21018 28645 40068

1976-1977 94024 20886 30803 42336

1977-1978 100398 22866 32567 44965

1978-1979 106390 22648 35485 48257

1979-1980 108275 23030 36009 49237

1980-1981 108501 21936 36419 50146

1981-1982 111462 23001 36042 52419

1982-1983 116070 21986 37513 56571

1983-1984 122701 23437 40187 59076

1984-1985 125373 23309 40975 61089

1985-1986 134308 22924 45243 66141

1986-1987 137029 19872 48199 68959

1987-1988 145452 25515 48631 71306

1988-1989 157879 27305 53383 77191

1989-1990 178713 34020 59471 85222

1990-1991 186813 32364 63346 91103

1991-1992 186686 26746 63959 95981

1992-1993 209307 35844 68507 104956

1993-1994 227717 37483 74651 115583

(Contd.)
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Appendix Table 1. (Concld.)

Years Real GSDP Primary Secondary Tertiary

(1) (2) (3) (4) (5)

1994-1995 233287 37003 76224 120061

1995-1996 258532 38824 86582 133126

1996-1997 273486 44851 90935 137700

1997-1998 290467 39191 101494 149783

1998-1999 298954 41400 98795 158759

1999-2000 324966 44603 103321 177042

2000-2001 317389 42838 93577 180975

2001-2002 330258 45208 93589 191461

2002-2003 352990 46307 100553 206130

2003-2004 381130 51121 110704 219305

2004-2005 415480 48417 119531 247531

2005-2006 470929 52635 142735 275559

2006-2007 534654 59610 165786 309258

2007-2008 594832 67335 185639 341857

2008-2009 610191 57379 183751 369062

2009-2010 666944 58117 196475 412352

2010-2011 742042 69644 223655 448743

2011-2012 775610 68200 223867 483542

GSVA at Constant (2011-12) Basic Prices
(in Rs. Crores)

Years Real GSDP Primary Secondary Tertiary

(1) (2) (3) (4) (5)

2011-2012 1144418 206520 353389 584509

2012-2013 1213382 208285 371853 633245

2013-2014 1296428 211753 400166 684509

2014-2015 1376374 204169 425352 746854

2015-2016 1468485 204559 461718 802208

2016-2017 1599819 236788 490797 872234

2017-2018 1688703 239927 526163 922614

2018-2019 1784836 242991 552420 989425

2019-2020 1878232 254829 551945 1071458

Basic Source: NSO website; and DES Maharashtra (2021).
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Appendix Table 2. Gross State Domestic Product at Factor Cost - 1960-61 to 2011-12 At Constant
(2004-05) Prices AND Gross State Value Added - 2011-12 to 2019-20 at Constant (2011-12) Basic Prices

for Gujarat
(Rs. Crore)

Years Primary Secondary Tertiary GSDP

(1) (2) (3) (4) (5)

1960-1961 11770 4946 6465 23180

1961-1962 13731 5168 6859 25757

1962-1963 13098 5434 6996 25528

1963-1964 13875 5892 7376 27143

1964-1965 15668 6286 7785 29739

1965-1966 12931 6480 7815 27226

1966-1967 12897 6747 8113 27758

1967-1968 16035 6457 8312 30804

1968-1969 12859 6666 8385 27910

1969-1970 15252 7237 8836 31326

1970-1971 20414 7129 9382 36925

1971-1972 21320 6877 9893 38090

1972-1973 11810 8185 9432 29427

1973-1974 17155 8802 10504 36461

1974-1975 11617 8723 10272 30611

1975-1976 20426 8626 11412 40464

1976-1977 21129 9336 12444 42908

1977-1978 21728 10616 13344 45688

1978-1979 22917 11167 14609 48693

1979-1980 22380 11705 14770 48855

1980-1981 23022 11671 15332 50025

1981-1982 26890 11933 16412 55235

1982-1983 23351 13100 17499 53951

1983-1984 28109 16296 19140 63545

1984-1985 28537 15319 20233 64090

1985-1986 22432 17519 21509 61460

1986-1987 22441 19119 23343 64903

1987-1988 13353 19658 24352 57363

1988-1989 31128 22154 27759 81041

1989-1990 28024 21925 29915 79864

1990-1991 26681 24360 29671 80712

1991-1992 22611 22194 30306 75110

1992-1993 32511 30659 33578 96748

1993-1994 25537 31317 36641 93494

(Contd.)
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Appendix Table 2. (Concld.)

Years Primary Secondary Tertiary GSDP

(1) (2) (3) (4) (5)

1994-1995 34756 35986 39943 110685

1995-1996 30970 41391 43800 116161

1996-1997 40347 46195 46530 133072

1997-1998 37207 46209 52310 135726

1998-1999 39203 50048 56140 145392

1999-2000 28972 55068 61865 145905

2000-2001 25970 50384 62422 138775

2001-2002 32880 50449 67567 150896

2002-2003 31557 58084 73154 162796

2003-2004 42383 65559 79307 187249

2004-2005 39732 74320 89321 203373

2005-2006 47448 86065 100263 233776

2006-2007 47206 94804 111383 253393

2007-2008 50739 105787 124747 281273

2008-2009 47235 113542 139564 300341

2009-2010 46993 139075 148059 334127

2010-2011 55910 143434 168237 367581

2011-2012 58641 150195 183221 392058

GSVA at Constant (2011-12) Basic Prices (in Rs. Crores)

Years Primary Secondary Tertiary GSDP

(1) (2) (3) (4) (5)

2011-12 125870 223417 202633 551921

2012-13 115513 263726 227767 607005

2013-14 136419 273826 241246 651491

2014-15 138456 318111 261942 718510

2015-16 152592 357821 282223 792635

2016-17 172594 389144 304559 866298

2017-18 188176 428899 333442 950518

2018-19 174236 479002 365438 1018677

2019-20 189735 505849 395498 1091082

Basic Source: NSO website; and DES Gujarat (2021)
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NOTES

1. The source of allmost of the figures used
in this section II is DES Maharashtra (2021).

2. For (i) and (ii) data pertains to the year
2016-17 and for (iii) to the year 2019.

3. I am grateful to Dr.Amey Sapre for running
the Bai-Perron algorithm for both the states for
me.

4. It should be noted that the fifth phase of
growth in both the states is considered separately
only because of the data comparability problems
arising out of the change of base to 2011-12 and
related issues of new data sources, concepts,
scope of some sectors and methodology of esti-
mation of income.

5. It may be noted that the sectoral shares for
2011-14 and 2017-20 are not comparable to the
earlier period because the changes introduced in
the base year 2011-12 in the GSDP or GSVA
series impacted the scope, concepts and sources
of data for different sub-sectors. However, the
sectoral shares for 2011-14 and 2017-20 are
comparable.

6. If the Gini coefficients are estimated using
the actual plotted Lorenz Curve from first prin-
ciples, this statement is not strictly valid. How-
ever, for statistical estimation of the Gini
coefficients, the underlying Lorenz Curves are
statistically fitted that do not intersect each other
and hence the statement in the text is valid.
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URBAN PET ECONOMY AND POLICY ON PETS

Ramanath Jha 

Since ancient times, across the world, pets, and particularly dogs, have found
favour with men and women as companions. In modern times, however, there has
been a phenomenal increase in the number of pets in the developed countries. This
has given rise to a multi-billion-dollar pet economy extending from breeding and
sale of pets to pet food, pet accessories, medicines and pet insurance. This being
primarily an urban phenomenon, cities have had to respond both in terms of pet
facilitation and regulation. Facilitation work has extended to pet amenities in parks,
in trains and other public places. Regulation is in terms of laying norms of behavior
that allow the pet owner’s life to be enriched through pet companionship without
causing nuisance or danger to others. Since India’s cities are witnessing a steady
rise in the number of pets, they need to respond to the phenomenon with their own
policy and regulation that both facilitate as well as control the pet boom.

INTRODUCTION

Amongthe vast array of subjects dealt
with by Urban Local Bodies (ULBs), pets
until now have not been a subject of great
significance. As a sequel, the matter has
not drawn much attention either of writ-
ers and researchers who deal with urban
issues or those in administration who
grapple with urban planning, urban
governance and urban infrastructure.
However, the growing inclination of
urban residents to keep pets and the rising
economy around it indicates that this
would soon be a matter with which ULBs
would have to contend with. This article
also reminds me of the passion of Dr. V.
M.Dandekar to look for unexplored areas
of research and study and is in a way a
contribution to his memory.

It would be a grossly inaccurate
statement if one were to declare that the
fondness for pets is a newfound passion.
Throughout the ages, human beings have
been attracted towards companion ani-
mals, commonly called pets. The most
coveted among them has been the dog.
Since ancient times, men and women
have found dogs as the most loyal and
adored non-human friends. Ancient India
probably saw the first truly domesticated
dog (the Indian Pariah dog) in history.
The first mention of a dog is in the Rig
Veda and the earliest depiction of a
domesticated dog on a leash is seen in the
prehistoric paintings of Bhimbetka in
Madhya Pradesh.1 One of the last of
Mahabharata’s remarkable stories poi-
gnantly establishes man’s relationship
with the dog. It narrates the journey King
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Yudhishthira took to heaven after
renouncing his kingdom, accompanied
by his family and a dog. While Draupadi,
the wife and his four brothers perished on
the way, the dog alone remained by his
side on his onward journey. Indra then
descended from the heavens in his chariot
and invited Yudhishthira for a ride to
paradise oncondition that thedog was left
behind. Yudhishthira protested that he
would prefer to remain with the dog, his
faithful companion and go back to the
earth, or even go to hell than to live in
paradise without his faithful companion.
Indra relented, fully satisfied that
‘Dharmaraj’ had passed the ultimate
moral test, following which the dog
revealed his true identity (God of Dhar-
ma).2

India, of course, was not alone in its
attachment to pets. In Mesopotamia,
inscriptions and inlaid plaques portray
dogs as hunters, protectors and compan-
ions and living in homes as members of
the family. In ancient Egypt, the dog was
associated with the dog-jackal god
Anubis, who guided the soul of the
deceased to the Hall of Truth where the
soul would be judged by the great god
Osiris. Domesticated dogs were buried
with great ceremony in the temple of
Anubis at Saqqara. The dog, similarly,
was companion, protector and hunter for

the Greeks. Dogs appear in early Greek
literature as the three-headed Cerberus
who guarded the gates of Hades.3

Socrates believed that the dog was a
true philosopher because it could "dis-
tinguish the face of a friend and of an
enemy only by the criterion of knowing
and not knowing" and concluded that
dogs must be lovers of learning. The dog
has learned who is a friend and who is not
and, based on that knowledge, responds
appropriately while human beings are
oftendeceived as to who their true friends
are. Ancient Greeks considered dogs
were geniuses and Plato referred to the
dog as a ‘lover of learning’ and a ‘beast
worthy of wonder.’4 The Romans had
manypets, fromcats to apes,but favoured
the dog above all others. The dog is
featured in mosaics, paintings, poetryand
prose. Dogs are mentioned in the Roman
Law code as guardians of the home and
flocks. Thus, the modern claim that a dog
is man’s best friend is a belief substan-
tiated throughout history.

The most famous dog of the twentieth
century is undoubtedly Hachiko, the
Japanese dog of Professor Ueno at the
University of Tokyo. The dog for a whole
year went daily to Shibuya railway sta-
tion and received the Professor. Even
after Professor Ueno met with a sudden
death, Hachiko continued his daily visit
for nine long years expecting the arrival
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of his master. The dog died of cancer in
1935. In 1934, one year before its death,
the citizens of the town erected his bronze
statue in front of Shibuya Railway station
that stands to this day. It is said that the
dog also took part in the opening cere-
mony. After his death, his body was
stuffed and is kept in the National
Museum in Tokyo.5

Dogs as Pets during Modern Times

In recent years, the popularity of pets
with humans has witnessed a steep rise.
A recent survey conducted by the
American Pet Products Association
(APPA) estimates that pet dogs in the
Unites States now number 90 million6

and the US pet industry stands at USD
103.6 billion [2020].7 While the volume
of pets in the US is among the largest in
the world, Tel Aviv has the global dis-
tinction of the highest number of dogs per
capita. Almost all the developed
countries have rising pet populations and
this trend is catching up in other parts of
the globe.

The United States, Canada, Australia,
New Zealand and European countries,
possibly without exception, have highly
favourable policies in respect of pet dogs.
Tel Aviv has four dog-friendly beaches
and 70 dog parks or one park per sq. km.
The rising popularity of dogs inspired the

city some time back to hold their first-
ever dog festival. Many American parks
and beaches make biodegradable waste
bags available at the entrances. Some of
the parks in Barcelona even have dog-
specific fenced areas with benches and
water fountains where the canines can
cool off. Dogs are allowed paid entry on
all public transportation systems in the
Netherlands and are regularly seen carted
around the city in bike baskets or even
specially-designed ‘bakfiets’ - cycles
with box-like carriers. In Canada and
Poland, a number of restaurants not only
welcome dogs, but cater for them as well.
It appears that dogs have never had it so
good for centuries.

Pet Businesses

Pets generate a huge array of busi-
nesses and a whole economy around
themselves. The first of these are outlets
from where pets can be purchased. For
those who do not pick them up as a gift
from friends, neighbours, or relatives,
they can buy them from pet shops or
breeders. However, this is only a one-
time cost. The most significant item of
recurring cost is pet food. In the US, it is
estimated that a large dog may cost $ 25
per week to be kept well fed. When
owners take pooches out for a walk or for
their daily poop, they need to purchase
leashes and put them around their dogs’
necks. Dogs need to be vaccinated



42 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT 2021

annually apart from spaying and neuter-
ing. Some owners indulge their dogs with
a variety of toys for play, beds for sleep
and rest, winter clothing, soaps, shampoo
and brushes for bath and cages and car-
riers when required to be confined. Many
would like their dogs to be trained by
trainers in obedience and training ses-
sions. Occasionally, they must receive
veterinary care and take medicines when
they fall ill. This gets more frequent as
they get older. The American Society for
the Prevention of Cruelty to Animals
(ASPCA) publishes a chart that breaks
down average annual expenses for dif-
ferent types and sizes of pet dogs.
According to the ASPCA, a small dog
costs about $ 1,314, a medium dog $
1,580 and a large dog $ 1,843 in the first
year as a dog owner. This cost rises with
time.8

The high costs of maintaining a pet
have forced an increasing number of pet
owners in the western world to seek
insurance policies for their pets. In the
US, some insurance companies offer
group policies for pet owners. Pet insur-
ance policies can also be purchased
directly from insurers. Many owners
would like to have the services of ‘pet
sitting’ while they are at work. They
would also like to leave their pet dogs at
a kennel/boarding while they are on
travel. If dogs accompany their owners,
most hotels and airlines that provide pet

facilities charge hefty fees. Such services
as ‘dog walkers’ and ‘dog daycare’ are
also available for those who need these
services and can pay for them.

India and Dogs as Pets

The Indian urban population has
become equally inclined to own pets.
Some estimates put the pet population
above 15 million in 2016 and their
numbers are expected to grow by about
600,000 each year.9 Based on its global
evaluations, Euromonitor International
believed that India has the fastest grow-
ing pet market in the world. A concom-
itant fallout is the massive demand for pet
food, health products and accessories,
making the Indian pet market a $ 1 billion
industry, which is growing annually in
double digits.10

It appears the Indian market is
responding to this pet boom and a large
number of Indian pet startups have
appeared on the nation’s horizon.
BarkNBond, one of the pet startups, helps
find all pet-related essentials - from vet-
erinary clinics to pet-friendly cafes.
Currently, the app covers the city of
Mumbai. CollarFolk helps locating the
right grooming and boarding services for
dogs including a pet-friendly taxi for the
trip. Doggie Dabbas is a one-stop shop
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which provides the benefits of home-
cooked food combined with the conve-
nience of traditional packaged dog food
that can be hand-delivered to the
doorstep. Petdom is a pet adoption plat-
form that assists finding the right,
deserving home for all pets in India.
Timeforpet.com is a one-stop destination
for everything a pet needs, be it food,
accessories or medical care. Vivaldis
Health and Foods Pvt. Ltd., is a health-
care products company that manufac-
tures and markets novel medicines for
chronic pet diseases such as obesity,
cancer and arthritis. Waggle is a start-up
that helps travelling pet parents find safe
and pet-friendly homes in the places they
are visiting. Pack offers holistic solutions
for pet-lovers, from hydrotherapy and
hostels to pet transportation and training
clubs. They also have a state-of-the-art
pet resortwherea petcan get its ownroom
to relax in when their pet parent is not in
town.11

Dogs are by far the most favoured
pets. Cats, rabbits, guinea pigs, birds and
fish are also popular with families. In
cities, families prefer to have pets that are
small in size. This is because the average
homes in cities are small, and hence,
smaller pets or species of dogs are con-
venient to keep at home.

International Examples of Pet Regu-
lations

A large number of cities in the
developed world have well enunciated
pet policies mandating a set of dos and
don’ts that are applicable to the owner-
ship of pets. For instance, the Leeds City
Council in the district of West Yorkshire,
England, has a policy applicable to pets
within its geography. While it recognises
the benefits of keeping pets and allows
possession of pets, this requires a written
permission under the Council’s Tenancy
Agreement. Permission could be refused
on grounds of unsuitability of property,
type and history of a particular pet or of
the tenant, number of pets, availability of
open space and other cogent reasons.
Microchipping of dogs has been man-
datory since 2016. Those who are
differently-abled are especially allowed
to keep support dogs. The Council has
gone to the extent of categorising prop-
erties and the number of pets that could
be kept in each. Not more than two cats
or dogs are allowed in any type of prop-
erty. The Policy statement appends five
forms providing template letters for
application, permission, refusal, guide-
lines for tenants and breach of tenancy.12

Similarly, the City of London has a
Pet Policy of May 2017. It reviews its
policy every two years based on data and
consultations. The aim of this policy is
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"to set out the approach that we will take
when managing the tenancies and leases
of those residents who keep or wish to
keep pets". Interestingly, the City of
London Corporation historically oper-
ated a ‘no pets’ policy across all its
housing estates. This was revised,
followinga consultative exercise in2014,
to allow some pets to be kept. However,
a property may not keep more than two
‘house cats’. Registered guide dogs,
hearing dogs and other assistance dogs
are permitted in all properties. However,
those "who live in a flat or a maisonette
are not allowed to keep a dog".13

The City of Toronto in Canada pre-
scribes a set of regulations for owners of
cats and dogs who need to comply with
Animals Bylaw. The dogs must be
licensed and the maximum ownership
permissible is three. "If you are tying up
your dog on your own property, there is
a time limit of one hour. The tether used
to tie your dog must be more than three
meters long". An owner has the respon-
sibility to leash and control his or her dog
in public. The owner is responsible for
his/her dog if it bites a person or another
animal. A series of actions thereafter
would follow, mainly related to the
well-being of the victim and the obser-
vation of the dog.14

In the Unites States, most laws that
regulate the ownership of pets, especially
dogs, are framed at the city level. These
laws are termed ordinances, and are
considered as lawful exercise of police
power. "This power is said to derive from
the inherent reserved right of a state as a
sovereign to enact laws that protect the
general welfare of its citizens". States in
turn have delegated the authority to cities
to enact ordinances. "They can cover a
numberof areas related todogs, including
the restricting of loose dogs, the number
of dogs one may harbor in his or her
house, as well as the keeping of a vicious
dog". Local regulation by municipalities
is universally acknowledged as ideal
since they are in a better position than the
state to satisfy the specific needs of their
citizens".15

Need for Regulations regarding Pets in
Indian Cities

In the context of the heavy rise in pet
numbers, Indian cities need to wake up to
the necessity of putting in place a set of
pet regulations. Currently, in the absence
of such rules and regulations, this is
becoming an issue of great contestation.
Since most people live in the larger cities
in condominiums or apartments, com-
monly called flats in India, a slew of
issues raises disputes that do not get
adequately addressed. In this regard, it
would be important to refer to Article
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51A of the Constitution of India.
According to this provision, "it shall be
the duty of every citizen of India to
protect and improve the natural envi-
ronment including forests, lakes, rivers
and wild life, and to have compassion for
living creatures". List III of the Consti-
tution comprising the Concurrent List
enables both Parliament and state
legislatures to make laws in regard to
prevention of cruelty to animals.16

Additionally, Chapter 3 of The Pre-
vention of Cruelty to Animals Act, 1960
(amended by Central Act 26 of 1982),
deals with ‘Cruelty to Animals gener-
ally’. The Act casts a series of responsi-
bilities on the owner and their
non-observance could invite fine or even
imprisonment. These could be summa-
rised as causing physical pain to the
animal, making inadequate provision in
confinement, unreasonable and exces-
sive chaining, depriving the animal of
food, drink and shelter and unreasonable
abandonment.17

Guidelines of the Animal Welfare
Board of India

The Animal Welfare Board of India,
Ministry of Environment, Forests and
Climate Change, issued a set of revised
guidelines on pet dogs on 26 Feb 2015.
This is a statutory body established in
terms of Section 4 of the Prevention of

Cruelty to Animals Act. It advises that a
pet deserves similar attention and care
that is due to a human child and aban-
donment of a pet amounts to violation of
law. Barking is a natural form of
expression and has to be tolerated in a
society, although pet owners should take
care that they don’t disturb peace, espe-
cially during nights. It advises that dogs
be sterilised and vaccinated and the pet
owners/handlers should clean up when
the pet defecates in public premises.
Leashing of pets in public places is
advisable. Pets cannot be debarred from
the usage of elevators. Residential soci-
eties, even by a majority vote, cannot ban
pets and cannot insist that small-sized
dogs are acceptable and large-sized dogs
are not. "If the residents or occupiers that
have pets are not violating any municipal
or other laws, it is not permissible for
residents’ welfare associations and
apartment owners’ associations to object
to their having pets as companions. The
general body cannot frame bye-laws or
amend them in a manner that is at vari-
ance with the laws of the country. Even
by a complete majority, a general body
cannot adopt an illegality".

The Animal Welfare Board further
states: "Seeking to ban pets from gardens
or parks, is short-sighted. Firstly, you
may or may not have any manner of right
over the garden or park in question.
Secondly, pets that are not properly
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exercised may exhibit aggressive con-
duct in frustration; and that cannot con-
tribute to the benefit of the residents. It
may be better to arrive by consensus at
timings acceptable to all residents, when
pets can be walked without inconve-
nience to other residents. These timings
can then be intimated to the general
body."18

City Regulations on Pets

The absence of city regulation is
likely to escalate disputes and litigations
and loss of productive citizen time. The
situation may lead to each residential
society coming up with its own bye-
laws/rules in regard topets that mayresult
in unacceptable levels of variation in the
same city. Hence, city governments need
to respond to some minimum pet regu-
lation. Since dogs are the most common
pet in Indian cities, this paper
concentrates on suggesting a template of
city regulations that could be adopted
with such amendments as are found
necessary in thecontext of a specific town
or city. This would have the healthy
benefit of each society not coming up
with separate sets of bye-laws that create
confusion and dissent amongst members.
Societies would retain the right to fit
regulations in the context of a specific
society’s peculiarities without impairing
the overall import of the city policy and
regulation.

Recommendations for City Policy and
Pet Regulations

The city policy should reaffirm the
Constitutional background about the
need for compassion for animals. It
should reiterate the standout provisions
of The Prevention of Cruelty to Animals
Act and the policy advisory issued by the
Animal Welfare Board of India. The city
should set out its own stand in keeping
with the Indian Constitution and the cited
Act and Advisory.

In terms of City Regulations, the fol-
lowing may be provided:

i. Residential Societies may demand
that owners of pets, who are
members or tenants in the society,
may register their pets by filling up
a pet application form. The form
may be worded as per Society’s
requirements seeking vital infor-
mation about the pet. Irrespective
of what else is asked, each pet
owner in the society must provide
a current photograph of the pet and
the name of the pet. This may be
at a point when an already residing
member or tenant acquires a pet or
at the point of occupation for new
entrants. A copy of the Society’s
own rules in regard to pets may be
handed over to the resident.
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ii. The species of animals that are
permissible in societies and the
number of pets a Society may
allow may be stipulated. However,
these may not be too restrictive
(such as no more than one) as long
as the owner and the pets cause no
nuisance to the residents and are
able to manage the pets with sat-
isfaction as stated in laws and
guidelines. The idea is to
safeguard the quality of life of
residents and not to restrict the
enjoyment of pets.

iii. The city regulations should not
allow any commercialisation in
the name of keeping pets. That is
an entirely different activity and
any breeding, selling or keeping
them for any commercial use
cannot be part of a pet policy as
such activities are completely
contrary to the concept of pets kept
in a housing society.

iv. It is necessary that regulations
make it mandatory that pets must
by spayed or neutered by six
monthsof age unless the procedure
is deemed medically unsafe by a
veterinarian. This is a practice
prescribed internationally and
needs to be adopted in our regu-
lations.

v. Every pet is the pet of a particular
resident. Hence, its place is within
the confines of the home of that
resident. Pets cannot be allowed to
roam free or be tethered. Neither
can pets be left unattended or
locked out on yards or balconies
while the owner is away. Pets in
transit are to be carried, restrained
by a leash, or placed in an animal
carrier.

vi. While pets are being taken out for
any reason out of the unit, build-
ing, or the premises of a society,
they must be on leash. They may
beexercised off the premisesof the
society, or in pet exercise areas, if
such areas are designated for the
use of the pets by the Society.

vii. Since public hygiene is vital, pet
owners have a responsibility
towards their community to keep
the area clean. Hence when pets
defecate in a public area, it is the
owner’s responsibility that they
immediately clean up after their
animals and discard poop in des-
ignated areas in a manner pre-
scribed by the Society. Pet litter
may not be disposed of in toilets.
No pet waste may be dropped
down trash chutes unless securely
double-bagged.
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viii. While pets provide great joy and
companionship to the owner, they
cannot be a pain to the others. No
pet, therefore, can be allowed to
become a nuisance to neighbours.
This nuisance could take several
forms, some of them irritating and
some others more serious. For
instance, incessant barking of dogs
can disturb neighbourly peace and
quiet that every family seeks. This
becomes especially painful during
late nights. This could rob people
of their sleep, affecting their sub-
sequent day, work and health.
There could be pets who are
unkempt or infested with parasites
causing health hazards. Pets could
be relieving themselves on walls
and floors of common areas. They
could exhibit highly aggressive
behavior leading to excessive
concern in individuals about dan-
gers to themselves and their family
members. Finally, there could be
instances where pets attack mem-
bers of the society and cause
physical injury, damage to
property or other tangible harm. In
all such cases, responsibility lies
with theownerand city regulations
must specifically state this
responsibility and the owner’s
accountability.

ix. Residents have to be responsible
for the pets of guests whovisit their
flats. All rules applicable to soci-
ety pets would apply to these guest
pets. A limit may be put on the
number of days the guest pet can
stay in the guest of the flat. Such
flat owner would of course have to
intimate the society of the tempo-
rary addition of any pet in his/her
flat.

x. Despite city and society regu-
lations, cases of violations may
come to the notice of the society
authorities. If such infraction is
spotted by society members or
staff, it would be appropriate, in
the first instance, to verbally point
out to the violating member that he
or she needs to comply with the
rule or desist from certain acts of
omission or commission that are
causing inconvenience to society
members. If the violating member
fails to comply or repeats the
offence, a notice may be served in
writing by the society authorities
to the violating member.

xi. The further process of action may
be determined by the society rules.
The Society may accordingly
proceed to discipline the violator.
The action in its extreme forms
may impose fines, recovery or
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replacement of any society object
damaged, or any other permitted
penalties extending to the perma-
nent removal of any pet from the
flat and the Society.

CONCLUSION

The template cited above is primarily
with a focus on the dog. The closest
competitor to the dog as a pet is the cat.
As stated earlier, rabbits, guinea pigs,
birds and fish also find favour with
families. These others are, however, less
intrusive and much less likely to cause
harm or nuisance, though health and
hygiene issues may arise in regard to
these other pets.

The propensity of some individuals,
however, may be beyond the list men-
tioned and may include the bizarre and
the exotic. Such cases have come to light
around the world, sometimes leaving city
authorities in a quandary. These may
extend to reptiles and other animals that
generally others would not keep. The city
would have to keep itself receptive to
petitions that it receives from its citizens.
Alternately, the authorities may discover
themselves instances that may not fit the
description of the normal. In such mat-
ters, the city would have to evolve its
regulations to cover new concerns as they
arise. A good starting point would be to
say in the Regulations that anyone who
wants to keep a pet not listed above may

seek prior clearance with the city gov-
ernment and that failure to do so may lead
to penalties and seizure of the pet. What
would emerge out of such a stipulation
may be a learning process for city gov-
ernments. They would be advised to
approach the issues as they come with an
open mind. It is quite possible, however,
that in some cases, the animal protection
laws that are already on the statute book
may come into play.

It would also do well to remember that
pets bring with themselves an economy
and jobs. Statistics prove that their eco-
nomic impact is not small. It would,
therefore, be unwise to impede growth
through undesirable regulation. Indeed,
Indian cities would have to respond in
similar ways as cities globally have done
to take a whole host of facilitation steps
for the enjoyment of pets. Thiswould also
require a consideration of the services
related to pets and provide for them in city
planning. What is, however, conceded is
that space is a larger constraint in Indian
cities, since our demography does not
allow the kind of space luxury that cities
in the western world possess. This may
necessitate a somewhat stricter regu-
lation.

However, the core objective can at no
point be lost sight of, that is, that keeping
pets is a legitimate and, in some ways, a
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noble activity that works towards cre-
ating a humane and compassionate
society. With the slow demise of joint
families, individuals can get dreadfully
lonely and this loneliness may cause
psychological trauma. The consequences
of such trauma may have unhealthy
consequences on society. In the light of
these facts, no regulation should seek to
impose limitations on a human being’s
desire of companionship with a pet. Its
sole objective must be to see that the
rights of the pet owner do not transcend
in any way the similar right of the others
to lead a quality life, uninhibited by the
pet and the pet owner.
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PROF. V. M. DANDEKAR, AS I KNOW HIM

Arun P. Kulkarni 

I came across Prof. Dandekar the first
time when I, as a slightly frightened
candidate for the Research Methodology
Fellowship at the Gokhale Institute of
Politics and Economics (GIPE), Pune,
was interviewed by him. It was a late hot
summer afternoon in 1958 and I was
facing him, Prof. D. R. Gadgil, Prof. N.
V. Sovani and Prof. D. P. Apte. Being a
post -graduate in Commerce, I was ini-
tially denied even a call for the interview;
then, when I pointed out my efforts in the
study of Statistics, and some achieve-
ments in the subject, I was invited for the
interrogation! Naturally, the entire
responsibility of asking the tough ques-
tions fell on Prof. Dandekar.

His personality was overwhelming,
the beard intimidating, the eyes pene-
trating and the voice commanding. I was,
naturally, perspiring. The questions
started coming beginning with the name
of my Professor of Statistics, my marks
in the subject, and the examinations that
I was attempting to take to difficult topics
like distributions, inference, sampling
and multi-variate analysis. I still do not
remember my answers but I know some
of them were of the "I don’t know" type.
The ordeal took more time than usual

with others in the panel others asking me
about my interest in Research Method-
ology and Agricultural Economics.

Anyway, I got through and soon
joined the one-year full-time course in
‘Research Methodology’ with around 10
students started in earnest. Prof. Dande-
kar taught ‘Statistics’ and ‘Mathematics
for Economics’. His way of teaching was
unusual; many a time, he would get lost
in his own thoughts and tell us concepts
which were beyond most of us in the
group. We would silently wait for him to
come back to the topic covered on that
day. After some time, he would ask,
"now, where were we?". Then, with a
twinkle in his eyes, he would answer it
himself and continue. We understood
very little but we knew that we were
witnessing originality and creativity in
action. Later, we would locate the topic
in our prescribed text book and tried to
find the meaning of what he told us in
class!

He was short-tempered and did not
entertain any non-sense. He was strict,
disciplinarian and a blunt. All of us were
in constant awe and fear of this person.
He used to come in an old car, which quite
often required a push from some of us to
start! But we did this duty for him fondly!

Arun P.Kulkarni is Trusteeand former Chairman, Centre of Studies in Social Sciences, Pune. e-mail: arun.cqr@gmail.com
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Despite his formidable personality, he
generated a lot of respect and admiration
from all of us.

Being the only student who knew a
little more of statistics than the rest, he
would give me some additional respon-
sibilities like conducting tutorials, ans-
wering some elementary questions in the
class and so on. He would also ask me
occasionally to collect data from sec-
ondary sources for the projects that he
was handling. Little by little, I came to
know more about him and his thought
processes. I started realizing that apart
from Statistics, he was also an Economist
and was being consulted by national and
international policy makers on several
economic issues. He was a down- to-
earth, practical researcher. He believed
firmly on transferring knowledge to the
common person. He wrote fluently both
in English and Marathi. He would con-
tribute to many Marathi newspapers and
journals while simplifying difficult
concepts and offering straight-forward
solutions without mincing words.

After the Research Methodology
Course was over, I was admitted into the
Ph. D. programme at the GIPE (affiliated
to the University of Poona which is now
named Savitribai Phule Pune University)
and on completing the doctorate degree,
I was given a post in the faculty of the
GIPE. Though Prof. D. R. Gadgil was

my guide for the Ph. D., I was asked by
him to consult Prof. V. M. Dandekar on
all aspects of statistical analysis (which
were in ample measure), This experience
of learning at close quarter is a treasure,
which I will cherish forever. I learned
several new tools and ways of interpre-
tations from him. He would provide me
references and even introduce me to other
experts in the field to seek advice from.
He encouraged me to attend Conferences
and Seminars and always insisted that I
travel and get first hand data from the
field.

This relationship lasted during my
entire life with him. During my tenure as
a faculty member, a couple of my col-
leagues and myself at the Institute
developed an interest in learning the
French language. Fortunately, at that
time, there was a visiting Professor from
France at the Institute, who agreed to
teach us every day in the half hour tea
break at the GIPE. When Prof. Dandekar
learnt about it, he not only encouraged it,
but also asked us to extend the time to one
hour and provided us a room with the
necessary audio equipment and audio
tapes meant for the purpose. After a year
or so, he called me one day to tell that I
was selected for a Ford Foundation Fel-
lowship for post-doctoral studies in the
United States of America (USA) for one
year. I was naturally glad and thrilled and
very much obliged to him and the GIPE
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for offering me the Fellowship. But I had
some reservations which I explained to
him in some details. I told him that I had
read much about American agriculture
and agricultural policies while I was in
the Institute. For my post-doctoral
research, however, I would have pre-
ferred to study European agriculture and
policies, a subject which was then very
rarely being studied in India because of
the language problem. These policies
were also then being redefined due to the
emergence of the European Economic
Community. He listened to me very
patiently in spite of being irritated ini-
tially. And then, he acted very swiftly.
He somehow persuaded the Ford
Foundation to allow me to study in
Europe, located a suitable place (Instit-
ute) in Germany, got the necessary per-
missions from the GIPE and the
University of Germany, gave me a paid
leave for two months for completing an
intensive course in the German language
and also guided me in defining the scope
of my study there. Subsequently, he even
made it possible for my stay to be
extended in Germany by another year.
And all this time, he was watching my
progress carefully.

I had an opportunity of working and
learning on several assignments under-
taken and completed by the GIPE under
his leadership. That included the one on

the Impact of PL 480 imports, one relat-
ing to preparation of development plans,
another on measuring community costs
of industrial location, examining the
behaviour of agricultural prices and so
on. He was always very methodical in
his approach; but we found that his cre-
ativity often led us to change tracks (ap-
proach) suddenly and swiftly. This was,
at times, exasperating but we soon
realized that such shifts were all a part of
research.

Prof. D. R. Gadgil founded the GIPE
with a vision of creating a ‘Research
Culture’ in the country. His two able
colleagues, Prof. V. M. Dandekar and
Prof. N. V. Sovani tried hard to fulfil this
mission by bringing in their expertise.
Prof. Dandekar, a statistician of repute
and a true nationalist, provided a disci-
plined approach to quantitative analysis.
He played a significant role in teaching
and experimenting with Census and
Sample Surveys, development of survey
questionnaires, analysis of data and pre-
sentation of findings. In his days, the
GIPE set up its ‘Statistics Department’,
equipped with Data punching, sorting
and tabulating machines, a number of
manual calculators (with three or four
electric ones). This Department served
the needs of all the researchers at the
Institute. He trained investigators in
collecting data who, in turn, trained
researchers like us. Under his leadership,
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the huge work of Village Surveys (and
Resurveys) was undertaken to document
the profile and progress of the rural
communities. He took equal interest in
regional and urban development studies
and I was fortunate to witness his efforts
in getting the required funding to under-
take and complete these projects
according to his own rigorous standards.
He was frank, sometimes brutally frank.
But this frankness was the outcome of his
hall markers of excellence.

Even after my departure from the
GIPE, he kept a close watch on what I
was doing. In some of my assignments
like those concerning the Kolhapur Dis-
trict Plan or Planning for an Export Pro-
cessing Zone, he took very keen interest.
When I started my own research outfit
and purchased a desk top computer in
1986, he asked me to develop a computer
program for preparing the horoscope of a
person, given his birth-date, birth-time
and birth-place. At that time, computers
were very novel and required for each
application a computer program (usually
in FORTRAN or BASIC language). He
had compiled a huge data of the birth
details of several persons and wanted to
investigate the authenticity of the prac-
tice of astrology. I was, naturally, glad
to prepare such a program and give it to
him. However, during the process of this
study, we had an opportunity to discuss

the framing of research hypothesis on the
various claims of astrologers, required
sample sizes and appropriate analytical
methods that could be used. I found in
him, then, a Statistician par excellence.
It wasa sheer joy toobserve himthinking,
brooding, experimenting and laughing at
getting some unexpected results. He
found the computer so very convenient
and useful for trying out all sort of his
innovative ideas. Unfortunately, his
efforts did not culminate into authorita-
tive book on this subject that many of us
had expected. We had to be merely
satisfied with a couple of articles that he
wrote in regional papers on the topic.

I, like many others, who learned and
worked under him, owe him a deep sense
of gratitude. We learned from him the
value of hard work, to be critical of all
premises - old or new, to value data and
figures, to extract maximum meaning
from the data and if in doubt, to go back
to the field and collect more data and
finally to be fair and objective in pres-
enting our findings. We were often told
by him that there is no ultimate word in
research implying good research can
always beget new and maybe better
research.

If Prof. V. M. Dandekar were to read
this, he would immediately brush it aside
and ask, "now, where were we?"



THE ENDURING LEGACY OF V. M. DANDEKAR

Ramnath Narayanswamy 

The year was 1985 and the place,
Paris. I was in the last stages of com-
pleting my doctoral dissertation on
"Bukharin, the Peasantry, and the New
Economic Policy (NEP): A Study of
Historical and Economic Alternatives in
the 1920s". It may be of interest to note
that earlier I was a student of Political
Science. I completed my Bachelor’s
degree at Fergusson College in Pune in
1975 after which I completed my Mas-
ter’s degree at the University of Poona
(now Savitribai Phule Pune University)
in 1977. Both my degrees were in Polit-
ical Science. During this period, I had
developed a deep interest in the former
Soviet Union, its history, its politics, its
culture, its literature and its economy. On
completing my Master’s, I joined the
Center for Soviet and East European
Studies at the Jawaharlal Nehru Univer-
sity in New Delhi, as part of fulfilling the
requirements for a Master of Philosophy
in Soviet Studies. It was then that I
decided to become a Sovietologist and
immersed myself deeply into that
domain.

I returned to Pune from Paris in 1984
to complete my thesis. It was a chal-
lenging period in my life. Our home was
close to the Gokhale Institute of Politics
and Economics (GIPE). It was no more

than a few minutes’ walk from our home.
I had, along with my friends, over time,
developed an emotional attachment to the
GIPE which dated back to the year 1972.
While I was studying at the Fergusson
College, Pune where I spent three years
living in the hostel, I recall a few of us
visiting the Servants of India Society
Library, (SIS) founded by the renowned
Gopal Krishna Gokhale in 1905. The
GIPE was located (and still is) within the
premises of the SIS. It was an outstanding
library for its time and we made full use
of its rich resources. I recall spending
many days (usually most Saturday
mornings) attending the weekly seminars
organized at the GIPE and would closely
follow the discussions and debates that
invariably followed the presentation. For
us, it was exciting to be engaged with the
world of ideas. Such an exposure
expanded our intellectual horizons and
widened our mental landscapes. All this
happened even while I was not particu-
larly conscious of the fact that in this
process of exposure, I developed a deep
emotional attachment to the institution.
Little did I know then that I would, one
day, inaugurate my academic career in its
hallowed premises.

Ramnath Narayanswamy is Distinguished Professor in the Social Sciences, International Relations Committee Chair,
FLAME University, Pune E-mail- r.narayanswamy@flame.edu.in
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In the summer of 1984, I happened to
meet Prof. V.M. Dandekar who had
retired as Director of GIPE in 1980 and
was heading the Indian School of Politi-
cal Economy (ISPE) which he had
founded in 1970 along with other
distinguished colleagues. The ISPE was
also situated in one of the buildings of the
Gokhale Institute at that time. It was my
first formal meeting with this impressive
personality. Of course, I had seen him
many times at the Institute and outside.
Since the early 70s, he used to stay very
close to our home which was located on
the same street. He had a striking per-
sonality. His salt and pepper beard, and
his spotless white dhoti and kurta which
was designed by him, often accompanied
by an armless khadi jacket and his
piercing eyes could at first sight be
intimidating, but this distance would
soon collapse after the first personal
encounter which is exactly what hap-
pened in my case.

When I left for Paris in 1979, I shifted
from Political Science to Economics and
Sociology. My Ph.D. supervisor was the
late Professor Charles Bettelheim. He
was an outstanding intellectual and an
influential thinker both in France and
abroad. He was the author of several
booksand papers and this included abook
on India called Independent India, pub-
lished after he spent a year at the Indian
Statistical Institute in Kolkata, in the mid

60’s. In the early 70’s, when I was at
Fergusson, I used to very closely follow
the debates that would take place in the
pages of the Monthly Review (A reputed
journal published from New York),
between Charles Bettelheim and Paul M.
Sweezy, the American Economist and
Editor of the Monthly Review on the
transition to socialism. The subject fas-
cinated and intrigued me. I recall reading
and rereading those debates several times
till they sunk deeply into me. The subject
was to hold my attention for the next ten
years of my academic life. When I
returned to Poona in 1984 to complete my
thesis, Professor Dandekar had just
completed a lengthy paper where he had
evoked some of Bettelheim’s ideas and
writings. In one of my visits to the GIPE,
by chance, I came across this paper and
read it in one go. It was then that I decided
to meet the Professor. Dandekar, per-
sonally. I introduced myself and told him
that I was a student of Professor
Bettelheim. He received me warmly,
made me feel at ease and went straight to
the heart of the matter. He asked me
questions about Professor Bettelheim’s
work and I suggested some corrections in
hisdrafts. He then askedme whenI would
be finishing my thesis and also asked me
when I would be returning to Paris to
submit my thesis. I gave him an idea of
the French education system and the
systems and processes that need to be
adhered before the thesis is publicly
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defended. It was a good conversation and
he told me that he would get back to me
if he had any further questions or clari-
fications. He also asked me to be in touch
with him.

Subsequently, the Gokhale Institute
issued an advertisement for academic
positions within the institute. Among
other things it invited applications for
faculty positions at its Centre for the
Study of Management of the Socialist
Economies of Eastern Europe. I was
pleasantly surprised to see the adver-
tisement and I applied for the post of a
Lecturer. A few weeks later, I was asked
to appear for an interview which lasted
for approximately an hour and was con-
ducted by a panel of eminent Economists.
Prof. Neelakantha Rath was the then
Director of the Gokhale Institute at that
time. At mid-day, I got the message to go
see him in his office. I think that was the
first time we were formally introduced to
each other and like Professor Dandekar
he was pleasant and cordial and straight
away told me that the Institute would be
pleased to offer me a Lectureship in the
and that I should join without further
delay. I was thrilled by the news and
elated by the fact that I was able to secure
a job that I was suitably qualified to hold.
Iwent homefor lunchand gave myfamily
the news of the appointment.

It was then that I received a phone call
at home from Mr. Lele who used to work
at the ISPE. Mr. Lele asked me to come
to the ISPE at 3.00 pm and told me that
Professor Dandekar wanted to see me. To
me, it sounded urgent. I assured Mr. Lele
that I would be at the School exactly at
3.00 pm. I had my lunch and presented
myself at the ISPE at 3.00 pm. Professor
Dandekar was well known to be a stickler
for time and every day he would enter the
Institute premises exactly at 8.00 am and
leave at 5.30 pm. You could adjust the
time in your watch following his entry to
and exit from the Institute. He once told
mewith a twinkle inhis eye that he treated
his vocation as an academic in very much
the same way as a factory worker treated
his 8-hour shift in the shop floor with an
hour thrown in for lunch. When I landed
there, Mr Lele told me that Professor
Dandekar had got delayed in a meeting
and that he would join me in the next 30
minutes.

Professor Dandekar arrived shortly
thereafter, and I was soon ushered into
his presence. He seemed genuinely sur-
prised to see me. I thought he had for-
gotten our appointment, I reminded him
that I received a call from Mr. Lele asking
me to see him at 3.00 pm. He replied with
a chuckle: "Actually it was nothing
important. I just wanted to tell you that if
Rath had not taken you, I would have
taken you". I was deeply touched. There
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was no drama in the utterance, no desire
to shock and no intention to offend any-
body or even any intention to please. It
was a quiet statement of intent delivered
without guile solely with the intention of
telling me that irrespective of what
decision the Gokhale Institute might take
on my appointment, he had made up his
mind to make an offer to me. Since that
date, Professor Dandekar and I have
enjoyed a thoroughly warm and friendly
relationship. He was very supportive of
any initiative that I undertook and would
extend all possible help over the years. I
developed a deep respect for not only his
intellect, his scholarship and the range
and depth of his interests, but also his lack
of affectation, his spontaneity and lack of
pretension, I developed a similar rela-
tionship with Prof. Rath and over the
years we grew to be good friends.

Sometime later, the ISPEshifted from
the SIS premises into its own building
called ‘Arthabodh’ located on Senapati
Bapat Road. Professor Dandekar began
vigorously building the institution by
creating a decent library, hiring essential
research staff and holding seminars and
conferences at periodic intervals. It was
a brave yet modest beginning. I found
myselfdrawn willy-nilly into the process.

Sometime in 1986, the idea of holding
an International Conference on the crises
in Soviet-type economies took hold of

me. Eastern Europe was in turmoil and
the entire Soviet bloc was ablaze with the
winds of change, sweeping across the
entire region. As a trained Sovietologist,
I could discern the winds of change
sweeping across Central and South-East
Europe and I strongly felt that it might be
a good idea to capture these develop-
ments by bringing together eminent
Sovietologists from all over the world
and creating a conversation on the future
of Economies of the Soviet type. I first
took the idea to the appropriate authori-
ties in the GIPE but they were not terribly
receptive to the idea, not the least because
they did not understand the importance
of holding such an event, I was forced to
confront such ignorance in the Gokhale
Institute from time to time (which even-
tually compelled me to resign and leave
its service). Then, I took the idea to Prof.
Dandekar and he positively responded to
it and immediately supported the Project.
He told me in no uncertain terms that the
ISPE will extend every possible help to
the initiative and asked me to go ahead. I
was immensely grateful for his readiness
to help. The grace he displayed and the
actions that he took in support of my
efforts evoked even a greater sense of
admiration and respect for him.

It took us almost one and half years
of hard work to bring the project to
fruition. I wrote to many of the top
Sociologists in the world and the majority
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of them were excited by the proposal and
appreciated the idea.The Conference was
eventually held in December 1987 in the
Lonavala premise of the ISPE. It was a
five-day conference and attended by
some of the finest minds in Sovietology
including such names as Professor Karl
Eugen-Wadekin, from Germany, Pro-
fessor Michael Ellman from the Nether-
lands, Professor Bernard Chavance from
France and Professor Jean Marie Balland
from Belgium. Several well-known
Indian Economists also graced the con-
ference with their presence including
Professor Jayashekar fromthe Jawaharlal
Nehru University in New Delhi, Profes-
sor Nirmal Chandra from the Indian
Institute of Management, Calcutta (now
Kolkata), Professor K.N. Raj from the
Centre for Development Studies in
Trivandrum, Professor N Rath, Director
of the GIPE, Professor K.K. Dasgupta,
Pradip Apte, Professor Bibek Debroy,
Professor Sriraman, all from the GIPE.
Also present were Shri. Krishna Raj, the
then Editor of the Economic and Political
Weekly and Dr. S.L. Shetty of the Eco-
nomic and Political Weekly Research
Foundation.

We faced a number of challenges in
the organization of this Conference, the
first and foremost of these challenges was
raising funds to organize the event. At
every stage, I recall Professor Dandekar
stepped in without hesitation to not only

engage in these challenges but also in
finding a solution for them. He wrote a
letter to Dr. Manmohan Singh who was
then in the Planning Commission seeking
financial support. Dr. Singh responded
positively to our request by making
available a handsome ground to enable us
to hold the conference. If I recall cor-
rectly, we also received a modest grant
fromthe IndianCouncil of Social Science
Research, New Delhi that enabled us to
meet some of our essential expenses.

All in all, it was a wonderful Con-
ference characterised by lively discus-
sions and scholarly presentations from
Indian and Western scholars and was
very well received by those who attended
the conference. The conference was
indeed historic. Point of fact, it was the
first Conference held anywhere in the
world that actually anticipated the
unceremonious collapse of the former
Soviet Union and the socialist economies
of the countries of Central and South-
eastern Europe.

All the nine countries of Eastern
Europe witnessed an unprecedented
collapse in the winter of 1989 and the
Soviet Union itself witnessed a similar
collapse 2 years later in 1991. Had it not
been for Professor Dandekar’s encour-
agement and active participation, this
International Conference would not have
seen the light of day.
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The entire credit for holding this
unusual and intellectually stimulating
event goes to Professor Dandekar. He
participated with characteristic gusto in
all the proceedings and his presence did
much to make those five days lively and
memorable. It may be noted in passing
that Soviet and East European Studies
was not a well-known or well-established
discipline in the country. There were only
2 centres devoted to researching the
socialist world, one of these was located
at Jawaharlal Nehru University in New
Delhi and another in Bombay (now
Mumbai) University, Kalina, Mumbai.

I continued to enjoy a very pleasant
relationship with the Professor Dandekar
right up to the time when I left the GIPE,
in the latter half of 1989, to take up an
appointment at the Center for Soviet

Studies in Bombay University. I donated
a significant portion of my personal
library to the library of ISPE. Even later,
I used to meet Professor Dandekar fairly
frequently and would thoroughly enjoy
my interactions with him. He had an
excellent sense of humour, would often
crack jokes with a twinkle in his eye. He
was a personality who had both his feet
firmly on the ground. His intellectual
integrity was exceptional. He was ever
immersed in the world of scholarship and
never hesitated to enter into an intellec-
tual battle. He belonged to a generation
of scholars that have sadly all but
disappeared today. I write these lines with
a deep sense of respect and humility as a
tribute to his genius and his lasting impact
on my life. That is the way I prefer to
remember him and that is how he stays in
my memory.



PROFESSOR  V.M.  DANDEKAR:
A  PROFOUND  INFLUENCER  IN  MY  LIFE

Sheetal Mahakali 

INTRODUCTION

Professor V.M. Dandekar
(1920-1995) was an eminent economist
and social scientist in the early and
extended period of the inception of eco-
nomic planning in India and creation of
a research infrastructure for economic
planning in the country. As an eminent
person who held various important
positions and offices, he was different
things to different people. To me he was
my Ph.D. guide, Director, and much
more, my guru. He was my academic
counsellor but whose influence over me
was all encompassing.

That segment in space time in aca-
demia and in impressionable years of my
life was a special intercept in my journey
of life. It is a labour of love to write my
tribute to the person who was central to
making it so and a pleasant task to rem-
inisce that period and milieu and locus
hub in order to portray an eminent person
of the time and milieu.

This tribute contains judgment of him
as an outstanding personality in a variety
of dimensions which in good measure I

was witness to over more than a decade
of my life as a lecturer, researcher and
doctoral student in Pune. To begin with,
a brief on my early encounters with him
is in order after which I focus fully on this
personality while later in the piece, I
attempt to appreciate him vis-à-vis my
own relationship with him. The sections
are organised as follows. II. Context and
Milieu, III. Academic and Work Profile
and Some Facets I Admired, IV.
Vignettes from Personal Experience, V.
A Summing Up.

II. CONTEXT AND MILIEU

After completing my post-graduation
in Economics from Mumbai University
(and a short teaching stint at the Bhartiya
Vidya Bhavan College and S.N.D.T.
College, Mumbai where I taught BA
Economicssubjects), I first met Professor
Dandekar in 1978 in Pune at the Gokhale
Institute of Politics and Economics
(GIPE), of which he was the Director.

The GIPE is an academic institution
of a pre- Independence legacy founded in
1930under the trusteeship of theServants
of India Society (SIS), which in turn was

Sheetal Mahakali is an M.A. Economics (gold medalist from Mumbai University) and a Ph.D. in Economics from Pune
University. Her earlier career, during the early eighties, was spent in research and teaching of Economics at the Gokhale
Institute in Pune. In 1988, she moved over to Oman where she took up a job in the civil service of the State General Reserve
Fund (SGRF), a part of the Ministry of Finance of the Government of Oman., where her career spanned nearly two decades.
Now settled in Pune, she teaches Managerial Economics as a visiting faculty at two management institutes in Pune and also
does consultancy projects for a private financial technology firm.
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founded in 1905 by Gopal Krishna
Gokhale, as a mission in the service of
the country. The GIPE campus was (and
still is) located within the larger periphery
of the SIS premises. The ethos and
architecture (Indo-Colonial) of the inte-
grated campus housing the two institu-
tions, of somber hues of stone and earth,
ground level and single storied buildings
featuring recurring scalloped arches and
trellised upper balconies, all set in a green
surround under an open sky, were evoc-
ative of austerity, resolve, aspiration and
the idea of education as an uplifting
influence. When I first met Professor
Dandekar in his office I felt his natural
aspect coalesced with that whole ethos.

Alongside my Ph.D. program and
teaching assignments (at the GIPE), I was
a Research Associate of the Indian
School of Political Economy (ISPE)
which Professor Dandekar had founded
in 1970, and served as its Founder
Director. Its premises at the time were
within the premises of the GIPE. Thus, I
wasbotha Ph.D. student andan employee
and member of the research staff of the
ISPE, working under the direction of
Professor Dandekar.

In my first interface with Professor
Dandekar as my guide he had asked me
to write a brief proposal as to my idea for
a topic for my Ph.D. thesis. I wrote it
impromptu (from the outer frontier of my

inner mind) on a few foolscap sheets. As
things transpired its main thrust (reco-
nstructed) was incorporated and finalised
into my formal research proposal which
was approved and undersigned by my
guide and submitted to the University.

The above were points of a trajectory
that landed me into a bastion of academia
in a city on the banks of the Mula Mutha
River founded in 1728 as a Peshwa cap-
ital which in the late nineteenth and early
twentieth centuries was a converging
locus of enlightened nationalism and
vision of education to be the ultimate
game changer of society. Now to turn to
Professor Dandekar’s training and his
subsequent work.

III. ACADEMIC AND WORK PROFILE AND
SOME FACETS I ADMIRED

Growing up in a city of that ethos,
Professor Dandekar pursued the path of
education and chose a career in an insti-
tution in a public space engaged in
research, training and higher learning in
the area of the economy and political
economy of India. His original subject of
mastery was statistical science. It was an
emerging, newly developing scientific
discipline in India and valuable for the
purpose of economic governance and
planning in independent India. He was
among the early batches graduating from
the prestigious Indian Statistical Institute
(ISI), Calcutta (now) Kolkata where he
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was awarded a gold medal for an out-
standing performance. Soon after, it was
at the GIPE, Pune where he absorbed
himself as a researcher; he used his
mastery of statistical methodology and
while conjoining the latter discipline to
the social sciences, he produced seminal
and insightful works on problems and
issues of the Indian economy, spanning a
wide canvas of subjects.

Among his most outstanding and
well-known works, "Poverty in India"
(ISPE, 1971), co-authored with Nila-
kantha Rath), was the first systematically
derivedestimate of poverty in the country
using the concept of poverty line as
defined by the expenditure required to
purchase a minimum calories basket of
goods, and estimating the segment of
population falling below that reach.

Poverty in India was essentially an
interpretive empirical study based on
nationwide data from National Sample
Surveys of income and expenditure lev-
els of the population and using a scientific
methodology. The concept was
incorporated into India’s Five - Year
Plans later. This genre of work and
approach was archetypal of many of his
works. A recognised authority in the field
he served as the Chairman of the National
Sample Survey Organisation (NSSO),
Kolkata for more than a decadeand in that
capacity, he designed, directed and

guided sample surveys and pioneered
techniques to undertake large sampling
procedures suitable for India. In this
context, I must say proudly that my sta-
tistical knowledge derived in the course
of my work with him was imbibed from
a statistical genius (which he truly was).

As the head of an institution, he was
an efficient administrator. He was deci-
sive. He cleared papers with speed. In
those days when computers produced
outputs in reams his was a paperless
office. He wasa speed readerwith aquick
grasp of the essence of a text. Academi-
cian, thinker, Chairman/CEO/Director,
educationist, author and person; in those
different capacities, he juggled diverse
roles with ease - chairing committees,
heading institutions, managing multiple
projects of the NSSO, the Ford Founda-
tion and State and Central governments,
authoring several books and papers (in
Englishand Marathi), teaching (he taught
Statistics early in his career to post
graduate students and in my time he
taught the Pierro Sraffa tradition to the
M.Phil. class) and occasionally deliver-
ing keynote addresses, Memorial Lec-
tures, other distinguished Lecture series
(in my time one was to the audience of
the Vasant Vykhanmala or Spring Lec-
ture Series held every year in Pune since
1875 - a Series begun in 1875 by the
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renowned personality Justice Mahadev
Govind Ranade) as and when occasions
arose.

He combined being a modern person
with having a strongly rooted ethnic
identity. His written and spoken Marathi
had a literal quality and his aesthetic
choices were of a Maharashtrian cultural
heritage. He was in the proud mould of
Pune’s Nutan Marathi Vidyalaya
(NMV), his alma mater. He had a sense
of humor. He was known for his
humorous quips which came up sponta-
neously. With his pair of light- colored
eyes, gifted from the gods, he could view
the concourse of the world in its hilarity!
His presence had an aura. It was in high
amplitude in the surroundings of his
office and in the confines of a classroom.
And I turn now to some vignettes from
personal experience.

IV. VIGNETTES FROM PERSONAL EXPERI-
ENCE

At the start of my Ph.D. programme,
I had stayed at the Dandekar bungalow
for an interim period of a few months
before moving to a hostel. I had got to
know Professor and Mrs. Dandekar per-
sonally and informally in their home. It
was a charming, quintessentially
Chitpavan Brahmin household imbued
with a characteristic way of living which
was simple, frugal, orderly and aesthetic
and evoking a life of the mind. Mrs.

Dandekar was a professor of Demogra-
phy at GIPE. From the Institute to their
home was an efficient work life
continuum of a working couple. In its
compass they had raised a large family of
their two sons and extended family. The
bungalow as architecture had an aesthetic
austere minimalism (a heritage piece).

When I joined the ISPE, I had no prior
work experience except college teaching.
In my new workplace observing my
Director’s strong work ethic, integrity
and unflinching commitment to certain
values was inspiring and uplifting.

My first assignment at the ISPE was
negotiating the genre of species called
economic data series. I felt inundated up
to my ears with deluges of them. Arriving
on my desk in the shape of vectors or
matrices of arithmetical numbers they
had an alternative avatar in a linear or
curvilinear geometry and a further alter-
native manifestation in concise algebraic
equation format (configured in Greek
Hieroglyphics). Some dread the species
but in an early triumph I struck a coop-
erative alliance with it (a career long ally)
in its different powers of manifestation!

In technical matters especially, Pro-
fessor Dandekar demanded everything to
be done exactly as he instructed. There
were several non- negotiable items (from
the rule book of a disciplinarian). He
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encouraged a certain concise style of
writing. Few people have the magna-
nimity to share their real strengths. He
had that quality when one worked with
him. Regarding my Ph.D. work I never
felt that he did not give time for my work.
There were review meetings at regular
intervals. In each meeting he had a ready
connect to the thread of my work and a
ready recall of the fissure lines in it. In
each meeting the motto came up that my
work has to advance every single day. It
was a motto which took a while to get
pinned into my scheme of things!

What I imbibed of work skills work
ethic and specific skills stood me in good
stead throughout my (subsequent) career
(of 19 years) with the Government of
Oman (State General Reserve Fund,
Ministry of Finance).

My academic journey aside he had a
special role in my personal life. My
marriage took place at the residence of
Professor and Mrs. Dandekar under their
auspices. I am indebted to them forever
for enabling this union.

V. A SUMMING UP

Professor Dandekar believed in and
practiced the motto "nothing in excess".
Moderation was perhaps culturally
ingrained in him. He also believed in
following certain rules as a structure to
living. Perhaps that also was a (secular)

legacy of a brahminical origin. As a
person he had authenticity, depth,
strength of character and an identity in a
certain tradition. In all these different
configurations (and in the gestalt), he was
a special person to know.

Through his life’s works of quality,
concerning economic, socio-economic
and political issues pertinent to the
country (and his native state of Maha-
rashtra), he contributed to society and its
potential upliftment. Upholding and
enhancing the tradition of a reputed
institution of a legacy and being an
inspiring presence in it was extra special.
Hebelonged partly to the India of the high
tide of the freedom movement but sub-
stantially to the new free India bursting
into a new future. He was one to put
shoulder to the wheel of the new nation
in its task of addressing its vast economic
problems. In that task he was a star which
shone from the firmament of Maharash-
tra! It would take many stars across her
whole sky shining in their space to make
India great!

As for me, in my mind’s assimilative
mode to have over it the overarch of a
guiding light from a select person of
wisdom and of a fine blueprint for living
was a special gift whose value in a life-
time is inexpressible. In that module it
was the journey which was special and
the destination flowed naturally from it.
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It featured the stamp and motif of my
contemplative mind, and it preceded and
was foundational to (the module of) my
working life.

In its regency my mind absorbed
insights in my field and of a wider com-
pass; things of ethics and a thought pro-
cess as to what is really the good life;
things for which the answers can come
only from one’s own within and one’s
ongoing context; yet to the philosopher,
guide and source person who triggered
the thought process, forever I am
indebted! Before stepping into a working
life, it was a process of empowerment
both in professional and personal
dimensions. For all those things of
unquantifiable unmonetizable value,
forever I am beholden!

On the occasion of Professor Dan-
dekar’s centenary year celebrations, I
salute the memory of a fine son of the soil
of India and, in my life, my academic
counsellor and inspiration in life.

I thank the Journal of Indian School
of Political Economy for inviting me to
write my tribute for their Centenary Year
Volume in his memory.

I join all those people whose lives he
touched in saluting his memory with
affection and reverence.
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MY ACADEMIC ENCOUNTERS WITH
PROFESSOR V. M. DANDEKAR

Rajas Parchure 

I joined the Gokhale Institute of
Politics and Economics (GIPE), Pune as
a post graduate student in 1979 when
Prof. Dandekar was the Director and was
in his final year of service at the Institute.
I was of course aware of his eminent
presence and formidable reputation since
my graduate student days in Fergusson
College (located next door to GIPE)
where he frequently visited to give talks.
In those days, and later, I had witnessed
occasions in which he crossed lances with
the likes of P. V. Sukhatme, Sharad Joshi,
R.N. Malhotra, Govindbhai Shroff, V. V.
Borkar, P. R. Brahmananda, Gautam
Mathur and other well-known individu-
als on a variety of conceptual and policy
issues like the measurement of poverty,
pricing of farm produce, the policy of
Open General Licence for some import-
ables, regional imbalances in Maha-
rashtra, the true purport of Piero Sraffa’s
contributions and numerous other
subjects. Like several members of his
audiences, I too was awed by his inimi-
table oratory, sense of humour, sharp wit
and unforgiving and sometimes
devastating criticisms of his opponents.

Prof. Dandekar did not teach our
batch during the years 1979-81 when we
were completing the Master of Arts

degree. I only recall his commanding
presence during the faculty seminars in
which visiting scholars were also invited
to present their research work; I can still
recall the speakers casting furtive glances
in his direction with apprehensions about
how he would react. He too gave a couple
of seminars which flew over my head. In
1980, after hosting the annual Indian
Economic Conference at the Institute, he
retired and joined the Indian School of
Political Economy [ISPE which he had
founded in 1970 along with many of his
well-known contemporaries and col-
leagues drawn from all over India], and
which was temporarily located in one
portion of the M.A. Building that had
recently been built in Gokhale Institute.
In 1981 I became an M.Phil. student
along with few of my classmates in which
Prof. Dandekar taught us a limited-
lecture course based entirely on Piero
Sraffa’s [1960] monograph.

This course turned out to be an eye-
opener for us. It made us aware of how
muchmore we had to learn and howmuch
there was to unlearn. Even though Prof.
Dandekar made us plunge directly into
Sraffa’s book without providing any

Rajas Parchure is Reserve Bank of India Professor of Finance, Gokhale Institute of Politics & Economics, Pune.
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background or its motivation it made us
aware of how little we knew about ana-
lytical classical economics. Our history
of economic thought course was taught
and learnt from textbooks by Roll [1938]
and Heilbroner [1953]. For those who
were taught economics the way we were
and students even now are, neoclassical
economicswasallof economics,whether
micro, macro or general equilibrium,
excepting for some special cases where
Keynesian methods became necessary.
We were completely unaware of capital
theory debates and the limitations and
fallacies of neoclassical economics. In
view of our undeveloped sensibilities, we
were not able to keep pace with the
course.

Nevertheless, Prof. Dandekar would
make some intermittent remarks either
spontaneously or in response to some
questions from class. One such remark he
made was that the neoclassical theory of
the firm, industry etc. had no place in
syllabi meant for economics students, it
was suitable for teaching M.B.A. stu-
dents. Another remark he made was that
a uniform rate of profit in all industries in
the Sraffa system cannot be considered
as an equilibrium condition in the same
sense as MR = MC or S = I are the
considered to be equilibrium conditions.

He said that the Sraffa system even with
a uniform rate of profit was indeterminate
with the numberof equations falling short
of the number of variables so it makes no
sense to refer to it as being, or not being,
in equilibrium. I was to recall this remark
later when I was led to work on the Sraffa
system. How, I shall describe below.

Around 1986-87 or thereabouts, there
was an announcement and a call for
papers from the International Economics
Association that their Annual Conference
on the theme of "Agriculture - Industry
Imbalances," or something to that effect,
would be held in New Delhi. I decided
to try my hand at preparing a paper
because the theme was familiar and it was
hotly debated in those days. The work of
Prebisch [1950] and Singer [1950] had
been covered in our courses on Devel-
opment Economics. The India versus
Bharat debate had been ignited by Joshi
[1982] and Lipton [1977] who held that
the urban bias in economic policies was
responsible for the continuing poverty in
rural areas. Besides that we had a first-
hand experience of the droughts of the
seventies in India and particularly in
Maharashtra, etc. I thought I could take a
two-sector Sraffa model with one sector
being Agriculture and the other Industry
and try to find conditions in which the
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wages and profits earned in Agriculture
would stand below those in Industry. I
soon realised, recalling Prof. Dandekar’s
remark about the indeterminacy of the
Sraffa system, that this would be a foolish
idea which would require the determi-
nation of five variables; two real wage
rates, two rates of profit and one relative
price, (i.e., the terms of trade between
agricultural and industrial goods) from
two equations. But I did not know how to
determine even the three variables of the
two-industry Sraffa system itself, viz.,
the real wage, the rate of profit and the
relative price. So, I turned my attention
to that problem and thought that I could
fruitfully return to the agriculture -
industry problem after I had first solved
the smaller problem. I never returned to
the Agriculture - industry problem
because the indeterminacy problem
completely absorbed my attention.

After many trials and errors, I came
up with the following system. If I sup-
posed, to begin with, that the economy is
a static economy in which wages and
profits are wholly consumed then I could
obtain the following systems of equa-
tions;

where Aij and Bi are the sizes of inputs
and outputs, F1 = B1 - A11 - A12, F2 = B2

-A21 - A22 are the physical surpluses or net
outputs of the commodities, Li the labour
requirements, α and β are propensities to
consume commodity 1 of capitalists and
workers, K = (A11 + A12) p1 + (A21 + A22)
p2 is the capital stock and L = L1 + L2 is
the total labour. Letting p1 = 1 be the
numeraire there are three variables to be
determined, the relative price of com-
modity 2 = p2/p1, the real wage rate w =
W/p1 and the rate of profit r. Representing
the equations in matrix notation we get,

B1 - A11 (1 + r) - A11 (1 + r) - L1 1 0
- A12 (1 + r) B2 - A22 (1 + r) - L2 p = 0
F1 - α A1r - αA2r - βL w 0

where A1 = A11 + A12, A2 = A21 + A22. To
solve the system set the determinant of
the matrix on the left-hand-side equal to
zero, solve the lowest positive rate r < R
(the standard ratio) and then substitute r
in the first two equations (i) and (ii) above
to determine p and w. This gives an
equilibrium solution because all markets
are cleared simultaneously.

Suppose for example that the eco-
nomic system is represented by the fol-
lowing data

(2 + 1p) (1 + r) + 5w = 5
(1 + 3p) (1 + r) + 5w = 7p

(A11p1 + A21p2) (1 + r) + WL1 = B1p1 …(i)

(A12p1 + A22p2) (1 + r) + WL2 = B2p2) 1…(ii)

αrΚ + βWL = F1p1 …(iii)
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with the demand = supply equation for
commodity 1 being

0.2rK + 0.6wL = 2

The equilibrium solution is r = 0.2786, p
= 0.8376 and w = 0.2743 with the
numeraire p1 = 1. This problem pos-
sessed me for the next couple of years as
I successively generalised it to the case
of several commodities and saving by
both workers and capitalists to determine
the growth rate and commodity outputs
besides prices and profits and further
generalise to fixed capital, human capital
and the like.

After the first draft of my results was
ready, I was very keen to obtain Prof.
Dandekar’s evaluation of my effort and
to seek from him further suggestions. I
presented my manuscript to him. He said
he would need some time to examine it.
After a few days I got a call from him at
my residence and his tone was unmis-
takably irascible when he asked me to
meet him expeditiously. I, of course,
rushed to meet him at "Arthabodh",
ISPE’s new premises. When I met him,
he exploded on me and proceeded to give
me a complete dressing-down in the
harshest possible terms and in a tone and
pitch that reverberated across the hall of
ISPE and could be heard by all who were

working there. The treatment given to me

that day (it was late December or early

January) had everything to do with me

and nothing to do with my work. At the

end of the scolding, he suddenly gave me

a bright smile and with a mischievous

glint in his eyes asked me to meet him

again on the day of "Sankrant" to discuss

my manuscript and remarking (in Mara-

thi*) that he would "make a Sankrant of

it!" [I did not get the joke until long after

I had recovered from his onslaught.]

Because I was in a state of complete

confusion, I briefly paused to meet Prof.

Anand Nadkarni who had taught us

Public Economics and occupied a cubicle

next to Prof. Dandekar’s. Prof. Nadkarni

was the very antithesisof Prof. Dandekar;

he was a paragon of balance and com-

posure and possessed of a serene wisdom.

He calmly explained to me, "Rajas,

before you think you have contributed

some missing pieces to the Sraffa system

you should pause to think why Sraffa did

not do it himself. Surely, he could have

easily done what you think you have

done!" I just didn’t understand how but

his words did calm me down a bit and

shed some light on the cause of Prof.

Dandekar’s outburst.

* "Sankrant" is the Hindu festival that is celebrated on the day immediately following the winter solstice and marks the
beginning of spring. It was on this day that the Maratha army was massacred by Ahmed Shah Abdali’s Pathan army at Panipat
in 1761. From then on "making a Sankrant of something" has in Marathi meant "massacring that thing".
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When I met Prof. Dandekar on the
appointed date he was in a bright mood
and began to discuss the first chapter until
he came to the system of equations 1
above and asked, "why should the pro-
pensities to consume of capitalists and
workers be different; why Why
can’t they be the same? Why not "
I had a ready answer. I explained that if

thenequation 1(iii) and thenational
income identity, rK + wL = F1 + pF2

would by themselves determine the rel-
ative price p irrespective of w and r
because

implies

but this solution would not be consistent
with that obtained from 1 (i) and 1 (ii).
"Okay", he said "that is mathematically
correct but what is the economic mea-
ning/rationale of " I could not
answer that. I said that the case under
discussion was very special, two com-
modities and incomes fully consumed. In
the general case of consumption and
saving by both capitalists and workers the
Kaldor - Pasinetti stability condition β >
α, (i.e., ) would be required for a

viable solution. He then asked me to give
an outline of how my model worked in
the general case. I explained that I had
added to the Sraffa system demand
equations for the consumption goods and
capital goods and allowed both capitalists
and workers to partly spend and partly
save and then formulated the dual of
Sraffa’s price system which was a gen-
eralisation of Sraffa’s standard system
and obtained a system that could
determine the relative prices, the rate of
profit, the real wage rate, the growth rate,
the absolute sizes of industrial outputs
and the shares of ownership of the capital
stock. [See Parchure, 2019] He nodded
approvingly but probed further, "What
about returns-to-scale?" I said I had
assumed fixed coefficients and constant
returns to scale because without that
assumption I would not be able to sepa-
rate the primal price and the dual output
systems. He objected, "But Sraffa did not
suppose constant returns." To which I
agreed. So, it was decided that we would
meet again to discuss the further chapters
of my manuscript but only if I was able
to satisfy him with the economic meaning
of in the special case of equation
(1). I have to confess that I could not find
an explanation that would satisfy me, let
alone him! The next meeting did not take
place.

α ≠ β?
α = β?

α = β

αrK + αwL = α(F1 + pF2) = F1

p =
(1 − α)F1

αF2

(2)

α ≠ β?

α ≠ β

α ≠ β
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In 1992, I joined the National Insur-
ance Academy (NIA), the apex research
and training Institute of the Indian
Insurance Industry (which in those days
meant the public sector insurance com-
panies) and became aware of two con-
tributions of Prof. Dandekar to insurance
(a) as a member of the Era Sezhiyan
committee for the restructuring of the
Life Insurance Corporation of India,
which had recommended breaking up the
LIC into four separate zonal companies
which would eventually compete with
one another all over India, and (b) his
pioneering work in single-handedly for-
mulating and actually setting up crop
insurance operations for the first time in
India. In 1993 the Dr. R. N. Malhotra
Committee on Insurance Sector Reforms
wasset up by Dr. Manmohan Singh under
the Chairmanship of Dr. R. N. Malhotra,
Former Governor, Reserve Bank of
India, whose mandate was to propose a
roadmap for the liberalisation of the
insurance industry in line with other
sectors of the economy. It was a time of
great ferment in the public sector insur-
ance companies and therefore in NIA.
Not only the unions but the managements
seemed to have decided independently of
one another to put up a well-reasoned
resistance. Dr. Malhotra did a part of the
committee’s work in NIA where he
stayed for a few days to hold discussions
with various stakeholders. I was then the
only faculty member in economics and

therefore, in spite of my lack of seniority,
was asked by my Director to appear
before Dr. Malhotra and a few of the
members. Dr. Malhotra asked me about
the monopoly status of LIC and how it
could be replaced by a competitive
industry in its place andwhat the structure
of the industry should be in terms of the
number of companies and the kinds of
products that should be sold. I did not
answer his queries but argued back
instead that it would be too literal and too
simple-minded to call LIC a monopoly
only because it is the single seller; that it
is only when the firm uses its position as
single seller to make supernormal profits
at the cost of its consumers that it obtains
a monopoly status that is detrimental to
the interests of consumers. But, in terms
of economic substance, LIC delivered a
near-perfectly-competitive result in the
market. I argued that LIC sells life
insurance policies in two modes, "par-
ticipating" and "non-participating". In
the latter it guarantees to the policyholder
the sum assured under the policy and
itself assumes all the risks. In case of the
former the LIC shares its own profits with
the policyholders paying to them a
whopping 95% of its profits as bonus and
pays 5% to its owner, i.e., the central
government after paying 12.5% of profit
as income tax. On the government’s
capital investment of Rs. 5 crores the LIC
was paying about Rs. 140 crores in
’93-’94 as dividend, which amounted to
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a 2800% rate of return, perhaps the
highest anywhere in the world! It was
only in this respect that LIC was non-
competitive - if this dividend could be
reduced and statutorily capped at say Rs
1 Crore, i.e., 20% on the capital invested
by the government of Rs. 5 crores, and
the remaining profits of Rs. 139 crores
could also be paid to policy holders the
result would be price = marginal cost. It
was the central government which was
usurping the consumer surplus through
LIC, not LIC itself. Moreover, I contin-
ued, 75% of the investment portfolio of
LIC was invested in government or
government specified public sector acti-
vities at less than market interest rates etc.
I got the feeling that the Committee was
stunned by my reaction. Dr. Malhotra
only remarked to the members that I was
trying to be clever and asked me to leave.
I was not called again to discuss other
issues. Sometime later at a dinner hosted
by the NIA to which he had been invited
Prof. Dandekar casually asked me what I
was doing in NIA. I narrated to him the
stand that I had taken with the Malhotra
Committee. He didn’t like it "And what
about the big houses that LIC constructs
for its employees?" he retorted angrily.
Out of fear of inviting his wrath (and that
too at a dinner party in a swanky hotel) I
deftly changed the subject and told him
that I had also started to read his papers
on crop insurance.

In the late 1990’s I was asked to
conduct training programmes in crop
insurance because the crop insurance cell
in the General Insurance Corporation
(GIC) was to be hived off as a separate
company called Agriculture Insurance
Company of India (AIC). I therefore
began to study crop insurance in greater
detail, particularly the unique crop
insurance model that Prof. Dandekar had
created and successfully implemented. I
also studied how the scheme was actually
administered and was dismayed to find
the involvement a very large number of
state and central government agencies
resulting in extremely painful delays of
eight to twelve months or even longer in
claims - settlement. Also, what was
indemnified was only the crop loan
amount which was a fraction of the cost
of production incurred by the farmer
which in turn was a fraction of the value
of the farmers’ output. I felt that the
scheme was grossly unfair to the farmers
who, I felt, ought to have been insured for
the values of their outputs. Simulta-
neously I read the literature about defi-
cient or excess rainfall being the central
cause of crop losses in India accounting
for nearly 80% of the claims. I therefore
proposed an insurance scheme around the
event of rainfall itself, and wrote a paper
on it under the title, "Varsha Bonds and
Options: Capital Market Solutions for
Crop Insurance Problems."[2002]
(which I dedicated to Prof. Dandekar who



74 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

had expired in 1995). Along with Dr. K.
N. Rao, then with the AICI, I devised a
product called "Varsha Bima". The sum
assured was set equal to the value of
farmers’ output and the claim settlement
time was less than one month. I need not
go into further details.

Sometime in 2013, Shri Prakash
Bakshi, then Chairman of NABARD, and
Dr. Rajendra Kulkarni (an alumnus of
GIPE working in NABARD) visited me
at GIPE and asked me to prepare a paper
on crop insurance which they could pilot
with the central and state governments
and press for a larger credit inflow to
farmers. I prepared a paper for them
titled, "Strategies for Increasing Agri-
culture Insurance Penetration in
India"[2013] in which I showed that the
average annual government support to
insurance was limited to a paltry Rs. 1558
crores per annum, coverage was limited
to at most 25 million farmers and inspite
of being linked with credit, crop insur-
ance had not obviated the need for peri-
odic debt waivers, the latest of which was
P. Chidambaram’s Rs. 70,000 crores
waiver which gave relief only to 50
million loanee farmers out of the 120
million farmers of India. I went on show
that only Rs. 8,000 crores per annum
would be required to cover nearly all 120
million farmers in India under the
National Agriculture Insurance Scheme
and with somewhat larger allocations the

sum assured can be raised and brought
closer to the value of farm output [Par-
chure, 2013].

There the matter rested. All of a
sudden in late 2015 I got a call from the
Prime Minister’s Office asking me to
come and meet the joint secretary Shri
Anurag Jain. I was asked to carry docu-
ments on weather-based and area-yield
based crop insurance. Before going to the
PMO I briefly met Shri. P. J. Joseph, then
Chairman of AICI, to ask him what could
all this be about. I got an impression that
several stakeholders including the World
Bank had suggested to the PMO tosimply
to go in a big way into weather-based
insurance and eventually do away with
the area-yield insurance scheme. I was
aghast. I had studied several weather-
based insurance products that had been
introduced in the market by insurance
companies and was aware of the com-
pletely unfair deal that farmers got from
them. Anyway, I presented my work to
Shri Jain and answered the questions that
were asked but pitched in favour of Prof.
Dandekar’s crop insurance scheme
instead of weather-based insurance. The
2016 Budget [GOI, 2016] became a game
changer so far as crop insurance is con-
cerned; the National Agricultural Insur-
ance Scheme (NAIS) was renamed the
Pradhan Mantri Fasal Bima Yojana
(PFBY) and an unprecedented allocation
of Rs. 5,500 crores was made to it in
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which farmers were given an option to
increase the sum assured upto the value
of farm output.[2013] Over the years this
budgetary allocation has risen to Rs.
16,000 crores. It would be downright
presumptuous to attribute this to my visit
to the PMO. Opinions from numerous
eminent individuals and institutions must
have been sought and several official
reports must have been consulted before
the decision was arrived at. I only fancy
that, if at all I had played a role howsoever
marginally, it was my homage to Prof.
Dandekar.
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POLITICAL ECONOMY: THE COMPLEX MEANING/
WEAVE OF HUMAN LIFE

Vidyut Bhagwat

It gives me immense pleasure to write
about Professor V.M. Dandekar who, a
brilliant person that he was, and who as
Founder Director of the Indian School of
Political Economy (ISPE), Pune gave a
new meaning to the idea of "Political
Economy" as a holistic concept encom-
passing the interaction of economy, pol-
ity and society. I was very fortunate to
meet him at the ISPE in 1979 when I was
already a Marathi Literature and Lin-
guistics qualified person with a keen
interest in women’s issues which come
under the broad discipline of Sociology.
Hence my qualifications, the experience
and my field of interest had hardly any-
thing to do with the discipline of Econ-
omics. At that time, but the Ford
Foundation had given him funding for
leadership training of rural women and it
was in that context that he chose me to be
a part of a select team from diverse fields
to take undertake the project. Thus, my
relationshipwith himstarted thatway and
grew into a wonderful working one for
nearly ten years. I must confess here that
I am always grateful that he gave a
meaningful shape to the way I
approached my work and as a result, the
direction that my career took since then.

Both my husband and I shared a bond
with him which we cherish greatly. Now
for some details.* 

I joined the ISPE at a stage in my life
when I had given up my permanent job
(during the Emergency years in the mid-
seventies) after which time I had been
doing mainly project oriented work in
problems related to teaching and pre-
paring material on primary education for
tribal and rural children. At that time, I
had become known for confronting the
project authorities I had workedwith over
the approach and for highlighting the
differences between Thakar and Maha-
dev Koli communities. In fact, I
remember the day when I first met
Professor Dandekar, he joked about my
fighting spirit while, at the same time, he
also said that he very much appreciated
people who posed challenging funda-
mental questions which, to me, meant
that he had welcomed me into his team.

At the ISPE, I met Sonia Gill who
became my colleague and my longtime
friend. She had approached Professor
Dandekar directly and though she was a
leftist politically committed activist, he

* Dr.(Mrs.) Vidyut Bhagvat was the Director of the Department of Women’s Studies in Pune University for many years.
This tribute to Professor V.M. Dandekar was transcribed from her recorded message as told to Dr. (Mrs.) Sheetal Mahakali,
a colleague and friend. (E-mail: vidyutbhagwat@gmail.com)
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did not hesitate to bring her into the team.
There was also Sudhir Sonalkar who had
a drinking habit but Professor Dandekar
gave him work without prejudice and he
helped out many such people not in the
mainstream, not steady persons, though
bright, like Nayana Kulkarni, Dhananjay
Paranjape and others, by giving them
work and respect.

On my part, I was a bit intimidated by
Professor Dandekar’s personality ini-
tially. He was then already a famous
statistician, agriculture economist and
economist with eminent and landmark
work like Poverty in India to his credit.
Moreover, so many well-known per-
sonalities especially from politics like
Sushil Kumar Shinde (later the Chief
Minister of Maharashtra) and very senior
and well- established academicians and
persons from many different fields would
be often visiting him at the ISPE.

As I started my work at the ISPE, I
joined the GIPE library. Prof. Dandekar
held that library work was very much a
part of one’s continuing study and
research work, it was also important to
have a hand on feel of the society and its
issues which was (has always been) my
subject of study. He emphasised that even
theory should be viewed on the basis of
a core understanding of one’s subject
from the point of view of our experience.

I realised eventually that through our
work on a number of issues together, he
had built up that approach in me too.

Prof. Dandekar had received a grant
from the Ford Foundation of Rs. 3 lakhs
for a rural women’s leadership training
project in which he engaged Sarita Padki,
Mangesh Padki, Vidyadhar Pundalik (all
of whom were established authors of
Marathi literature with a humanist out-
look and very well-known too), and
myself, as members of the training team.
At the outset, he made it very clear to
everyone that each one of us should be in
office on time andcarry outwork in a very
disciplined way by way of adhering to
ISPE working hours. In this context
especially in the matter of being a disci-
plined researcher, I have tomentionabout
another researcher at the ISPE, Ms. Freny
Wadia, who was on the research staff
working with Professor Dandekar. To all
of us in our team, it was really amazing
to observe how she worked earnestly all
through the day and would not waste any
time for even a tea break outside the
prescribed tea hour! Earlier, as part of the
Indian Economic Service, she had pre-
viously been in the Agriculture Ministry
and had known Professor Dandekar
through his work in agriculture. She was
a single unmarried lady living on her
own, and he extended support to her in
every possible way.
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Prof. Dandekar’s observation about
Indian women was that they were totally
enmeshed in their domestic lives because
they were almost all the time working in
their kitchens. This was especially so in
communities like the CKPs (Chandrase-
niya Kayastha Prabhus) and the Sara-
swats due to their unique, distinctive
cuisines, which they had to develop and
maintain their culinary skills which,
according to him, was an occupation in
itself and which engrossed them totally
almost all the time. And he was very keen
to draw women out of the sphere of the
kitchen. In this context, he mentioned to
us that he had taken up the project not out
of pity or compassion but with the idea
of trying to enable them to see their world
from ‘their’ perspective and also
obtaining an understanding of it.

The women of Jejuri who were sur-
veyed in the project were caste dancers
and it became known from talks with
them that they were unhappy to leave
their caste-based occupation. Professor
Dandekar was of the firm view that the
people from the lower castes should not
give up their caste -based occupations.
Thus, it appeared that he had his own way
of understanding caste. Some commu-
nities like the Mahars (a traditional sol-
dier caste not of production or art skills)
were part of the Dalit issue but other
castes should retain their caste-based
occupation and skills. The Jejuri women

were reluctant to give up dancing as part
of their upliftment as a caste. Dandekar
asked forthrightly who is uplifting
whom? And if upper caste women were
to dance, were they bringing themselves
downtoa lowercaste? He firmlybelieved
that there wasno need to give up inherited
skills especially in arts like pottery, pig-
gery, idol making and the like. Without
any hesitation, he took this stand which
was very much against the tide of the then
thinking of people who were working in
the field of caste and tribes. In that sense,
he was anti - reformist because he felt that
it was a way of deskilling and deindus-
trialising lower caste communities. I felt
that this was how ISPE took shape in
those years when I was working there
with the term Political Economy being
interpreted in a sense to include socio-
logical and human perspectives, espe-
cially with respect to activities connected
with the project on rural women. We had
people likeSudhir Sonalkar, Rajive Sane,
who got away from working in an elitist
context and, chose to work with simple
people in search of doing meaningful and
socially constructive work.

One activity of the project was to
invite women to talk about themselves
and their concept and understanding of
their lives from a feminine/feminist per-
spective. We had given an advertisement
in a popular newspaper in English, the
Times of India, inviting common women
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from different occupations including
vegetable vendors, fisher folks and from
the Panchayat system to express them-
selves on the theme ‘Me Bai Ahe Mha-
noon’ meaning ‘Because I am Woman’.
It was giving women, from different
walks of life, a chance to express how
they understand their own lives and what
they thought of issues such as discrimi-
nating between daughters and sons and
working at home and outside and about
duties arising out of motherhood. There
was an excellent response from women.
Nearly 3000 essays were received from
all corners of the State of Maharashtra
from common women. The project team
was virtually overwhelmed by this del-
uge of expressive writing. The essays
were simple in style, but at the core, were
full of the detailed depiction of their daily
turmoil in heavy domestic work. There
was no attempt at defining it as their
‘exploitation’. In short, their everyday
life was eloquently described, without
any ideological labeling.

To the pleasant surprise of the team,
Prof Dandekar read out a full play he had
written about the alienation of fatherhood
and father-and-son relationship as the
core of his text. On the subject of women
and motherhood, Professor Dandekar
observed that really parentingand not just
motherhood was the thing society should
focus on. Motherhood leaves out
emphasis on the role of the father.

Though a woman physically gives birth,
parenting is entirely a joint affair. The
several narrations that followed were
deeply moving and brought tears to the
audience.

I worked at the ISPE for nearly ten
years during which period we published
many books including books on Jain
women and their families and on younger
and ordinary women’s understanding of
their own existence.

Till then, I was not aware of so many
things as a feminist. My mind was full of
Simone de Beauvoir, Betty Friedan,
Juliet Mitchell and others whom I had
read with feelings of interest and intense
excitement. Professor Dandekar told me
that he did not have much of a belief in
western feminism but also said that
something good had come out of it. I
might mention here that at that point I had
registered for my Ph.D. degree (of the
then Poona University and now the
Savitribhai Phule Pune University) under
two guides, one being Professor Dande-
kar as a Political Economist and the
Professor Y.B. Damle from the discipline
of Sociology.

When I wrote and presented the draft
of my first chapter to him, he rejected it
outright after his initial reading. But after
some time when he had gone through
Simone de Bouvoir‘s works, he relented
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and we agreed on her framework of the
analysis of man as the subject and woman
as the other. In brief, Simone de Beau-
voir’s analytical framework distin-
guishes between being biologically a
female and the social and historical
conditioning which makes the gender
stereotype in a society and makes man the
primary subject and woman, quintes-
sentially, the other. Women are the sec-
ond sex because they are defined in
relation to men. But the stereo type is not
something that is natural or inherent in
human biology. The idea of love should
be independent and free of gender.
Women must choose to elevate them-
selves to take responsibility for oneself
and theworld to choose their freedom and
she believed in ‘gendered’ education.

It was, thus, a mix of Philosophy,
Sociology, Psychology and Economics
that came into feminist thinking [Bhag-
wat, 2012]. When I started out aspiring
to be an academic in the field of my
passion, which was women’s’ studies
from a feminist perspective and began
reading basic feminist texts and litera-
ture, I must confess that, at first, I felt a
bit handicapped due to my background of
Marathi literature. But this feeling slowly
disappeared after working with Professor
Dandekar who contributed greatly to
moulding me into a confident person in
this area. The direction, insights that I
imbibed from a person of his brilliance is

something I cannot forget while I often
thought how I could have reached where
I got to without his inspiring guidance.
From him, I got to understand Maha-
rashtra’s Social History and realities at
the grass roots level which was mostly
due the project work that we undertook
and the encouragement that I received
from Professor Dandekar who had a
robust common sense leading towards a
brilliant understanding of rural Maha-
rashtra in all its dimensions. This
rootedness which he shared with me gave
me insights to carry on my further work
even after I left ISPE. In the early part of
his career, coming from the field of sta-
tistical science in which he had mastery,
he directed rural surveys especially in
Maharashtra and through that medium,
he had all-round insights from the rural
society which included political, social
and economic dimensions. All this
helped me to imbibe these characteristics
to some extent when I worked with him.
He taught me to read the Census publi-
cations especially those aspects relating
to mortality rates and fertility rates so that
I could bring these dimensions into my
research work. Though my original fields
of study were in the area of Marathi
Literature, Linguistics, Education and
Sociology, I found to my surprise that
incorporating these new inputs into our
work and discussions made our work
more interdisciplinary in nature which,
by nature, makes research more realistic.
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This type of work, however, did not
become a permanent feature of work
done at the ISPE. When the project was
over and books were published, the dif-
ferent members of our team went their
ways. This way, he also encouraged us to
move on in life.

At the personal level, he would often
visit my home and join my husband Ravi
and myself for a simple Maharashtrian
meal and a touch of high- class whisky.
During the course of our conversations,
he would talk about his life and remember
fondly about his sons who were already
settled in the USA while quoting a
Maharashtrian poet B.B. Borkar, known
for his vocabulary having musical qual-
ity, alliteration and use of perfect and
sensitive words, on old age "Divas jari
che ale jari hai", which, in short, meant
that he was happy being old.

He also tried his hand at writing play,
which was on issue of father - son rela-
tionship. ‘Shyamchi Aie’ was a Marathi
text written by P. K. Atre in which that
motherhood was glorified and mother’s-
son relationship was lionized. But V.M.
Dandekar wrote a play underling the

father -son relationship. Some inspiring
words I remember from him are "start
living your dreams" and "nothing is
permanent, everything is anitya"! I must
confess that I could pass through many
turbulences of my life when I used to
remember him and his wise sayings such
as these.

From the strength, encouragement
and guidance, I received from Professor
Dandekar, I was able to build up my
career with Pune University where I
developed the content of Women’s Stu-
dies as a discipline. I feel emotional and
full of very fond remembrances of him
on the occasion of his birth centenary. He
was truly a father figure in our lives and
we remember him fondly and often.

I thank the Indian Journal of Political
Economy for giving me the opportunity
toexpressmy thoughts and feelingsabout
a person who made a difference in my
life.
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16. Second Regional Meeting of Directors of Asian Research and Training
Institutes, Sponsored by OECD, Paris, at Bangkok, October 1971.

17. Meeting of Directors of Research Institutes working on Employment
Problems of Developing Countries, International Labour Organization,
Geneva, December 1971.

18. Seminar on Effects of Agricultural Innovation in Asia on Population
Trends,Sponsoredby theRamonMagsaysayAward Foundation,Manila,
in Co-operative with the Population Council, New York, 6-9 February
1972.

19. SecondPanelMeetingon RuralDevelopment, WorldBank, Washington,
January 1973.

20 Meeting of the Advisory Council; Asian Statistical Institute, Tokyo,
February 1973.

21. First General Meeting of Asian Association of Development Research
and Training Institutes, Bangkok, July-August 1973.

22. Indo-Hungarian Colloquium in Economic Science, Budapest, October
1973.

23. Second General Meeting of Asian Association of Development Research
and Training Institutes, Bangkok, November 1973.
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24. Meeting of the Executive Committee of Asian Association of Devel-
opment Research and Training Institutes, Canberra, August 1974.

25. Meeting of the Advisory Committee on Rural Development, Interna-
tional Labour Organization, Geneva, September-October 1974.

26. Meeting of the 1975 Dag Hammarskjold Project, Uppsala (Sweden),
January 1975.

27. Meeting of the Board of Management of the Association of Development
Research and Training Institutes of Asia and the Pacific, Bangkok, April
1975.

28. Bi-annual General Meeting of the Association of Development Research
and Training Institutes of Asia and the Pacific, Canberra, August 1975.

29. International Seminar on Population, Food and Agricultural Develop-
ment, Organized by the International Association of Agricultural
Economists at Rome, December 1975.

30. Meeting of the Board of Management of the Association of Development
ResearchandTraining Institutesof Asia and thePacific, Bangkok, March
1976.

31. Thirtieth International Congress of Human Sciences in Asia and North
Africa, Mexico City, August 1976.

32. Meeting of the Regional Association of the European Association of
Development Research and Training Institutes, Vienna, held at the
Institute of Developing Studies, Sussex, U.K., September 1976.

33. Meeting of the Advisory Committee of Experts, World Conference in
Agrarian Reform and Rural Development, Food and Agricultural
Organization, Rome, June 1977.

34. Third Biennial Conference of the Association of Development Research
and Training Institutes of Asia and the Pacific, held at Goa, India, Sep-
tember 1977.

35. International Statistical Conference, held in New Delhi, December 1977.
36. Planning Workshop of a Group of Experts for an International Survey

ResearchCentre forDevelopingCountries, convenedby the International
Statistical Institute, Voorburg, Netherlands, held at London, June 1978.

37. Seminar on Inter-dependence and Development, OECD, Paris,
December 1978.
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38. Meeting of the High Level Advisory Committee of Experts of the World
Conference on Agrarian Reform and Rural Development, Food and
Agricultural Organization, Rome, January 1979.

39. Indo-HungarianColloquium inEconomic Scienceheld atLonavla, India,
February-March 1979.

40. Fourth Indo-Hungarian RoundTable of Economists, Budapest, as Leader
of Indian Delegation, October 1981.

41. Conference on Development Perspectives 1980s organized by Asian and
Pacific Development Centre, Kuala Lumpur, December 1981.

42. South Asia Workshop held at Colombo under the auspices of Asia
Productivity Organization, Tokyo, July 26-27, 1985.

43. Conference on Indian Economy - its Successes and Failures. Centre for
Asian Development Studies, Boston University, Boston; October 4-7,
1986.

44. Annual Conference of- Association for Evolutionary Economics, New
Orleans, December 28-30, 1986.

45. Conference on India after Forty Years of Independence, ’York Univer-
sity, North York, Ontario, Canada, September 16-23, 1987.

IV. PUBLISHED WORK

1951

1. Non-Market Productive Activity and Its Measurement, Bulletin of the
International Statistical Institute, Vol. 33, Part 3, 1951.

2. AnthropometricMeasurementsofMaharashtra (JointlywithMrs. Irawati
Karve), Deccan College, Pune, Monograph Series, No. 8, 1951.

1952

3. Measurement of National Income and Construction of Social Accounts
for an Industrially Backward Economy, Part 1 and Part 2, Accounting
Research, October 1951 and January 1952, respectively.

1953

4. On theNational Sample Survey Estimates of Consumption of Foodgrains
in India, The Indian Economic Journal, October 1953.
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5. Report on the Poona Schedules of the National Sample Survey, 1953,
Gokhale Institute of Politics and Economics, Publication No. 26.

6. Survey of Fertility and Mortality in Poona District, 1953 (jointly with
Mrs. Kumudini Dandekar), Gokhale Institute of Politics and Economics,
Publication No. 27.

1954

7. Second Report on the Pune Schedules of the National Sample Survey
1950=51, Gokhale Institute of Politics and Economics, Publication No.
29.

1955

8. CertainModifiedFormsofBinomial andPoisson Distributions,Sankhya,
July 1955.

9. Primary Education in Satara District- Report of two Investigations,
(Jointly with Prof. D.R. Gadgil), Gokhale Institute of Politics and
Economics, Publication No. 32.

1956

10. A Survey of Rural Housing in a Deccan Village, Deccan Bulletin,
1955-56.

11. Rationale of Regional Variation, Published in the Seminar Series No.
1955-56 of The Indian Society of Agricultural Economics, 1956,
Bombay.

12. Use of Food Surpluses for Economic Development, 1956, Gokhale
Institute of Politics and Economics, Publication No. 33.

13. Statistics in the Social Welfare Field, published in Social Welfare in
India, by the Ministry of Information and Broadcasting, Government of
India, New Delhi.

14. Economic Policy & Theory, Indian Economic Journal, Vol. IV No. 2,
1956.
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1957

15. Rationale of the Ambar Charkha, The Economic Weekly, July 6, 1957.
16. National Food Reserve, An Instrument of Agricultural Policy, Indian

Journal of Agricultural Economics, 1956-57.
17. Working of the Bombay Tenancy Act, 1948 Report of Investigation,

Gokhale Institute of Politics and Economics, Publication No. 35.

1958

18. Stabilization of Foodgrain Prices, The Economic Weekly, January 1958.
19. Small Savings: Case for Prize Bonds, The Economic Weekly, July 26,

1958.

1959

20. Non-Farm Wage Receipts of Farms Population, Artha Vijnana, March
1959.

21. All-India Rural Credit Survey, District Monograph, West Khandesh,
Reserve Bank of India, Bombay, 1959.

22. All-India Rural Credit Survey, District Monograph, Osmanabad,
Reserve Bank of India, Bombay, 1959.

1960

23. Population Growth and Economic Development in Low-Income Coun-
tries - A Review, Artha Vijnana, March 1960.

24. Size and Composition of Rural Families (with Vasant Pethe), Artha
Vijnana, September 1960.

25. Evaluation of Change and Reform in African Land Tenure - Paper read
at Development Centre on Land Policy for East and Central Africa, Fort
Portal (Uganda); October 1960.

26. A Statistical Analysis of the Failures at the Pre-Degree Examination of
the Poona University, 1960 (Jointly with Dr. Kothurkar), University of
Poona, 1960.
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1961

27. QuantitativeThinking Among Students of Economics in India, published
in Changing India, Edited by V.M. Dandekar & N.V. Sovani, Asia
Publishing House, Bombay, 1961.

1962

28. Economic Theory and Agrarian Reform, Oxford Economic Papers,
February 1962.

29. Utilization of Rural Manpower, The Economic Weekly, February 1962.
30. Employment and Unemployment of Adult Rural Population, Artha

Vijnana, March 1962.
31. Fundamental Problems of Agrarian Structure and Reform in South and

South-East Asia - A Paper read before the International Conference on
Fundamental Problems of Agrarian Structure and Reform in Developing
Countries, Organized by Deutsche Stiftung Fur Entwickhengslander,
Berlin-Tegel, May 1962.

32. A Review of the Land Reform Studies sponsored by the Research Pro-
grammes Committee of the Planning Commission, Artha Vijnana,
December 1962.

1963

33. The Role of Land Tenure in the Agricultural Development in Japan,
Working Paper prepared for the Meeting of the Expert Group on Agri-
cultural Development in Japan, January-February 1963.

1964

34. Regional Variations in Agricultural Development and Productivity,
Indian Journal of Agricultural Economics, January-March 1964.

35. Problem of Numbers in Cattle Development, The Economic Weekly,
February 1964.

36. From Agrarian Reorganization to Land Reform, Artha Vijnana, March
1964.
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37. Prices, Production and Marketed Surplus of Foodgrains, Indian Journal
of Agricultural Economics, July-December 1964.

38. Motivating Farmers to Increase Agricultural Production,paper prepared
for the Regional Conference of Food & Agricultural Organization at
Manila in 1964.

1965

39. Role of Food Aid under Conditions of Rapid Population Growth, paper
for the United Nations World Population Conference at Belgrade, Sep-
tember 1965.

40. Minimum Support Prices for Foodgrains: Guidelines for a Policy and a
Programme, Artha Vijnana, December 1965.

41. The Demand for Food, and Conditions Governing Food Aid during
Development, World Food Programme Studies No. 1, Rome 1965.

42. Rpercussions of Food Surpluses in Industrialized Countries on Economic
Growth in Developing Countries, paper for the Meeting of International
Economic Association, Rome, 1965.

1966

43. Problem of Numbers in Dairy Development, Third Dairy Industry
Conference, Bombay, January 20, 1966.

44. Gopal Krishna Gokhale - An Economist, AIR, April 30, 1966.
45. Economic and Fiscal Thinking of Gopal Krishna Gokhale, Yojana, May

15, 1966.
46. Devaluation, Submission to the Forces of the Market, article included in

a brochure entitled Devaluation of the Rupee and its Implications, pub-
lished by the Institute of Constitutional and Parliamentary Studies, New
Delhi, July 1966.

47. Transforming Traditional Agriculture: A Conceptual Foray and A
Missing Variable, in Subsistence Agriculture and Economic Develop-
ment, Ed. Clifton R. Wharton, Jr., Aldine Publishing Co., Chicago. Also
in Economic & Political Weekly, August 20, 1966.

48. Reply to Commentaries (Schultz’s concept of Traditional Agriculture),
Economic & Political Weekly, December 24, 1966.
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49. The Role of Small-Scale Industry in Economic Development - Indian
Experience, paper for the Conference on Education, Employment and
Rural Development in Kericho, Kenya, September 25 - October 10, 1966,
also included in Education, Employment and Rural Development edited
by James R. Sheffield, University College, Nairobi, 1967.

50. Transforming Traditional Agriculture - Further Comments, Economic &
Political Weekly, December 24, 1966.

51. Cattle Problem, Blitz Weekly, Bombay, December 24 & 31, 1966.

1967

52. Economic Prospects, paper prepared for Regional Development Semi-
nar, Kanpur, January-February 1967.

53. Planning in Indian Agriculture - Presidential Address, 26th Annual
Conference of the Indian Society of Agricultural Economics, Ludhiana,
also in Indian Journal of Agricultural Economics, January-March 1967.

54. The Plan Frame and the Motive Power, Economic & Political Weekly,
February 1967.

55. Food for Peace, Shankar’s Weekly, May 1967.
56. Sharing the Gains of Productivity, Inaugural Address at the 8th General

Meeting of Poona Divisional Productivity Council, July 26th; 1967.
57. Dhananjaya Ramchandra Gadgil, Economic Times, August 10th, 1967.
58. Food Aid for Growth and Development, paper prepared-for International

Association of Agricultural Economists, Sydney, 21-31 August 1967.
59. Brain Drain - the Indian Situation, article in The Brain-Drain; Edited by

Walter Adams, published by Macmillan, New York, also in Economic
& Political Weekly, August 1967.

60. Graduation Address, College of Millitary Engineering, Pune, delivered
on July 14th, 1967, also in Mainstream, Delhi, September 7th, 1967.

61. The Economic Outlook, Financial Express, September 18, 1967.
62. Food and Freedom, Economic Series No. 6, Karnataka University,

Dharwar, 1967.
63. Defence and Development, Mainstream, 1967.
64. The Right of Ownership, Commerce, Annual Number 1967.
65. Democratic Decentralisation - An Alternative to President’s Rule,

Financial Express, December 5, 1967.
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1968

66. Statistical Reforms of the System of Evaluating Results of Mass- con-
ducted Examinations, Indian Educational Review, January 1968.

67. Democratic Decentralization, Harold Laski Institute, Ahmedabad,
February 1968.

68. Labour Movement, Inaugural Speech delivered at the conference held by
Maharashtra Pradesh Bharatiya Mazdoor Sangh, on March 2, 1968.

69. Agricultural Price Policy: A Critique of Dantwala, Economic & Political
Weekly, March 16, 1968.

70. Maharashtra At Crossroads, Financial Express, May 5, 1968.
71. Problems of Integration, Financial Express, May 15, 1968.
72. ‘Foreword’ to the Seminar Volume on Problems of Small Farmers,

Seminar Series No. VII, June 1968, Indian Society of Agricultural
Economics, Bombay.

73. Requisites of Production Oriented Bank Finance, Financial Express,
October 26, 1968.

74. Review of Asian Drama: An Inquiry into the Poverty of Nations by
Gunnar Myrdal, The Annals of the American Academy of Political and
Social Science, November 1968.

75. ‘Foreword’ to Human Rights in a Multi-National Society by Prof. D.R.
Gadgil, Gokhale Institute Publication No. 53.

76. ‘Foreword’ to Cooperation: Principles and Substance by Prof. D.G.
Karve, Gokhale Institute Publication No. 54.

77. ‘Foreword’ to Two Studies in Education by Prof. A.R. Kamat, Gokhale
Institute Publication No. 55.

78. ‘Foreword’ to the Progress of Education in Rural Maharashtra (Post-
Independence Period) by Prof. A. R. Kamat, Gokhale Institute Publi-
cation No. 56.

1969

79. The Role of Broadcasting in the Present Communal Situation - Paper
submitted to the Seminar convened by the Ministry of Information&
Broadcasting, New Delhi, 1969
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80. National Integration: Statement, Scholars’ Conference, Indian Institute
of Asian Studies, Bombay, January 6; 1969.

81. Challenges to Secularism: A Comment, New Quest, January 3, 196g.
82. Preface to the Monograph on Population Problems of India, Symposium

held at Indian Institute of Technology, January 6, 1969.
83. Golwalkar Sets the Chick Back, New Quest, February 21, 1969.
84. Cow Dung Models, Economic & Political Weekly, August 2, 1969.
85. Accelerating Self-Reliance, AIR, August 21, 1969.
86. India’s Scared Cattle and Cultural Ecology, Economic & Political

Weekly, September 27, 1969.
87. Over-population and the Asian Drama, CERES, Vol. 2, No. 6, F.A.O.

Publication, November-December 1969.

1970

88. Government by Gambling, Economic & Political Weekly, January 1970.
89. Foreword to Essays by R.A. Gopalswamy, February. 2, 1970.
90. Sacred Cattle and More Sacred Production Functions, Economic &

Political Weekly, March 21, 1970.
91. Agricultural Growth with Social Justice in Overpopulated Countries,

Economic & Political Weekly, Special Number, July 1970.

1971

92. Unemployment: Problem and Solution, Walchand Memorial Lecture
Series, published by Maharashtra Chamber of Commerce, Bombay.

93. D.R. Gadgil, Economic & Political Weekly, May 8, 1971.
94. Issues Before the Pay Commission, Economic & Political Weekly, July

1971.
95. Employment Potential in Automobile Industry, Keynote Address deliv-

ered at the All-India Automobile and Ancillary Industries. Association,
New Delhi, on November 2nd, 1971.

96. Poverty in India (Jointly with Prof. N. Rath), Indian School of Political
Economy, Lonavla, 1971.
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1972

97. Planning for the Poor, Lectures delivered at the SIES College, Bombay,
January 14-15, 1972, published in a booklet-form by the college.

98. Rural Population Densities in Relation to Agricultural Resource, (Jointly
with S.N. Gadam), Census Centenary Volume, March 1972.

99. Next Steps on the Socialist Path, Economic & Political Weekly, Special
Number, August 1972.

100. Land Ceiling, Weekly Round Table, New Delhi, June 9, 1972.
101. Problems of Technological Unemployment, lecture delivered in Ogale

MemorialLectures under theauspicesofMarathaChamberofCommerce
and Industry, Poona, on October 16, 1972.

102. Unemployment and Imbalance in the Economy, 7th A.D. Shroff
Memorial Lecture, Forum of Free Enterprises, Bombay, October 27,
1972.

103. A Survey of Famine Conditions in the affected Regions of Maharashtra
and Mysore (Jointly with V.P. Pethe), Gokhale Institute of Politics and
Economics, Mimeograph Series No. 13, 1972.

1973

104. Flow Irrigation Advantageous Under Indian Conditions, Economic
Times, April 23, 1973.

105. Economic Inequalities, AIR, August 16, 1973.
106. Conservation - Impact of Cattle on Land, AIR, August 16, 1973.
107. Independence - A Reminder of New Challenges, AIR, August 16, 1973.
108. HaveweTurned theCorner?, Illustrated Weekly, Bombay,October 1973.
109. Poverty and Unemployment in India: Is a Direct Attack Possible?, paper

read at the Indo-Hungarian Colloquium, Budapest, October 1973.
110. Foreword to the Effects of Agricultural Innovations in Asia on Population

Trends, Report published by Ramon Magsaysay Award Foundation,
Manila, December 1973.

111. Democratic-Socialist Path to Economic Development, Presidential
Address to the 56th All-India Economic Conference, Tiruchirapalli,
December 1973, Published in The Indian Economic Journal, Vol. XXI,
No. 3, Jan-March 1974.
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112. Introduction to the Economy of Maharashtra (C.V. Joag Felicitation
Volume), Samaj Prabodhan Sanstha, Pune, 1973.

1974

113. Partners in Production, First G.D. Somani Memorial Lecture delivered
in Bombay, January 8th, 1974.

114 Indian Economy and the Budget, Illustrated Weekly, Bombay, March
1974.

115. Right to Work (with Nilakantha Rath), Sankhya, June-December 1974.

1975

116. Data Base of Indian Economy, Volume II, Proceedings of a Seminar
organized by the Indian Econometric Society, 9-11 June 1973, Poona,
Statistical Publishing Society, Calcutta, 1975, (Edited jointly with P.
Venkataramaiah).

117. Inter-Relationship between Policy Growth and Food and Agricultural
Development - Indian Case,paperpresented to theSeminaron Population
and Food and Agricultural Development organised by the International
Association of Agricultural Economics, Rome, December 1-5, 1975.

1976

118. Crop Insurance in India, Economic & Political Weekly, June 6, 1976.
119. Achieving Balance between Population and Food - Indian Case, paper

prepared to theXVIInternationalConferenceof AgriculturalEconomics,
Nairobi, 26 July - 4 August, 1976.

120. Look into Your Wallet before you Spend, The Economic Outlook,
Illustrated Weekly, Bombay, October 17, 1976.

1977

121. The Democratic Process, AIR, June 6, 1977.
122. Convocation Address at the International Institute forPopulation Studies,

Bombay, June 9, 1977.
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123. State of the Economy, Illustrated Weekly, Bombay, July 17, 1977.
124. Crop Insurance for Developing Countries, Agricultural Development

Council, New York, September 1977.
125. Statistics for Planning for Social and Economic Development: In Search

of Facts, Science Today, Special Number, October 1977.
126. Natureof Class Conflict in the Indian Society, BhatkalMemorialLecture,

December 23, 1977.
127. Statistics in National Planning, Science Today, December 1977.
128. Economic Aspects of Democratic Process, Industrial India, December

12, 1977.
1978

129. Examination Reform, Convocation Address at the Nagpur University,
January 7, 1978.

130. Nature of Class Conflict in the Indian Society in theMarxian Framework,
Artha Vijnana, June 1978.

131. Mutual Requirements as Seen by a Representative of the Third World,
paper prepared for the Seminar organized by OECD, Paris, December
12-13, 1978.

132. Gandhian Economic System: A Path to Non-Economic Goals, Zakir
Husain Memorial Lecture, 1977, Series No. 3.

1979

133. Below the Poverty Line, Economic & Political Weekly, February 1979.
134. Education, Employment and the Plan, Convocation Address at Univer-

sity of Poona, March 1979.
135. Peasant-Worker Alliance: Its Basis in the Indian Economy, R.C. Datta

Lectures on Political Economy, delivered in 1979, published by Orient
Longman, New Delhi, 1981.

1980

136. UnequalExchange- Imperialismof Trade,Economic & Political Weekly,
January 5, 1980.
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137. Bourgeois Politics of the Working Class, Economic & Political Weekly,
January 12, 1980.

138. Unequal Exchange and Errors, Economic & Political Weekly, March 29,
1980.

139. Introduction to Seminar Volume on Data Base and Methodology for the
Study of Growth Rates in Agriculture, Indian Journal of Agricultural
Economics, April-June 1980.

1981

140. The Cattle Economy in India, Indian Secular Society, Poona, January,
1981.

141. Measurement of Poverty, Kale Memorial Lecture, delivered at Gokhale
Institute of Politics & Economics, Pune. Also in Economic & Political
Weekly, July 25, 1981.

142. Industrial Finance in India (jointly with Prof. B.S.R. Rao), paper pre-
pared for the Fourth Indo-Hungarian Round Table of Economists,
Budapest, October 12-15, 1981.

143. Integration of Women in Development, a paper prepared for the con-
ference at Kuala Lumpur on Development Perspectives for the 1980s,
organized by Asian and Pacific Development Centre of United Nations,
December 1981.
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144. On Measurement of Under-Nutrition, Gopalan Oration, delivered at the
Annual Meeting of the Nutrition Society of India, January 9-10, 1982.
Also in Economic & Political Weekly, February 6, 1982.

145. Inaugural speech at the National Workshop on the Regulation and
Management of Agricultural Produce Markets, sponsored by Directorate
of Marketing & Inspection, Government of India, Pune, May 1982.
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146. Foreword to The Mhaisal Untouchables by VasantDeshpande, published
by Dastane Ramchandra & Co., Pune, May 1983.
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147. Economic Growth and Change in India as Seen through National Income
Data, a book-review of India’s National Income 1950-1980: An Analysis
of Economic Growth and Change by V.K.R.V. Rao, Economic &
Political Weekly, June 11, 1983.

148. Need to Decentralize All Along the Line, paper prepared for the Seminar
on Centre-State Relations held at Bangalore in August 1983.
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149. Maharashtra Universities Draft Act, 1984, Inaugural Speech at the State
Level Conference, published in Progress of Education, Special Issue,
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150. Regional Imbalance in Economic Development, Silver Jubilee Lectures
onDevelopmentPerspectives, Institute ofEconomicGrowth,NewDelhi,
1984.
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151. In Tune With the New Setting, Times of India, April 14, 1985.
152. Crop Insurance in India - A Review, 1976-77 to 1984-85, Economic &

Political Weekly, June 1985.
153. Framework for a New Economic Policy, Seminar, December 1985.
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154. Monetary Policy for Independent Monetary Authority, John Matthai
Memorial Lecture, Trichur, January 1986. Also in Economic & Political
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155. A National Policy for Distribution of Irrigation Water in Drought-Prone
Area, paper for the Seminar on Control of Drought, Desertification and
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164. Development of Institutional Finance for Agriculture, ((jointly with F.K.
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170. ‘Forty Years After Independence’ in Bimal Jalan (Ed.), The Indian
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174. Budget 1994-95: Fiscal aspects and the Real Economy, Economic and
Political Weekly, April 16-23, 1994.

175. Role of Economic Planning in India in the 1990s and Beyond - Paper
prepared for a Seminar in the Planning Commission, Economic and
Political Weekly, June 11, 1994.



VOL. 33 NOS. 1-3 V.M. DANDEKAR - CURRICULUM VITAE 105

176. Indian Economy, Vol. I, Agriculture, Sage Publications New Delhi,
November 1994.

1995

177. From External Recovery to Internal Bankruptcy, Economic and Political
Weekly, May 6-13, 1995.

178. Indian Economy, Vol. II, Population, Poverty and Employment, Sage
Publications, New Delhi.





DOCUMENTATION

The purpose of this section is to make available to the
readers official documents such as reports of commit-
tees, commissions, working groups, task forces, etc.,
appointed by various ministries, departments, agencies
of central and state governments and international
organisations, which are not readily accessible either
because they are old, or because of the usual problems
of acquiring governmental publications, or because they
were printed but not published, or because they were not
printed and remained in mimeographed form. We also
present in this section, official documents compiled
from scattered electronic and/or other sources for ready
reference of the readers. It will be difficult and probably
not worthwhile to publish the documents entirely. We
shall publish only such parts of them as we think will
interest our readers. The readers are requested to send
their suggestions regarding official documents or parts
thereof for inclusion in this section.

We are also keen to publish Papers, Notes or Com-
ments based on the material included in this section. We
invite the readers to contribute the same to our journal,
which we shall consider for publication in subsequent
issues of the journal, after the usual refereeing process.

In the present section, we publish:

1. Prof. V.M. Dandekar’s Articles published in Journal of Indian

School of Political Economy

2. Second Report on the Poona Schedules of the National Sample

Survey (1950-51)





DEVELOPMENT   OF   AGRICULTURAL
ADMINISTRATION IN INDIA

V.M. Dandekar and F.K. Wadia 

In the development of agricultural administration in India, the Famine
Commissions in 1880 and 1901, and the Royal Commission on Agriculture in 1928
are important landmarks during the British period. Grow More Food Campaign,
Community Development Administration, Intensive Agricultural District Pro-
gramme, High Yielding Varieties Programme, and the recommendations of the Joint
Indo-American Teams in 1956 and 1960 created the basic structure of agricultural
administration, research, education, and extension. The Report of the National
Commission onAgriculture in1976 strengthened the centralising tendencies already
existing in the system. Since then, there has been a growing emphasis on professional
management not only in administration and extension but also in research and
education. There is need to rethink.

The purpose of this paper is to trace
the development of agricultural admin-
istration including organisation of
research, education, and extension in the
past hundred years. Only official sources
are used. Regarding research, education,
and extension, the review refers to
organisation only and not the content.

Beginnings

Until 1870, the affairs of agriculture
in India were looked after in the Home
Department of the Government of India.
There was no separate department of
agriculture. In 1869 Lord Mayo, then
Viceroy of India, wrote to the Governor
of Madras: "I really think that the time is
come when we ought to start something
like an agriculture department in the

Government of India with branches in the
Presidencies ... Agriculture, on which
everyone here depends, is almost entirely
neglected by the Government" [Hunter,
1875, Pp. 319-329]. Accordingly, in
1871, a department called the Depart-
ment of Revenue, Agriculture and
Commerce was carved out of the Home
Department. Naturally, it was conceived
as a department of an imperial govern-
ment and among its primary functions,
the first to mention were "those
discharged by the Departments of Agri-
culture in America, in France and, gen-
erally speaking in all European countries
having, like India, a centralised form of
Government" [Hunter, 1875, Pp.
333-334]. As its name suggests, it was
assigned numerous miscellaneous duties
and functions. Burdened with the varied
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subjects transferred to it, and with no
definite programme of its own, the new
Department lost sight of Agricultural
Reform. Finally, in 1878, the Department
was reabsorbed in the Home Department.

But, in 1880, the Famine Commission
strongly recommended establishing
Agricultural Departments under a
Director in each Province with the fol-
lowing duties: (a) Agricultural Enquiry -
the collection of agricultural information
to keep the authorities informed of the
approach of famine; (b) Agricultural
Improvement - with a view to preventing
famine in future; and (c) Famine Relief.
In pursuance, an Imperial Department of
Agriculture was formed, in 1881, again
by separating the Revenue and Agricul-
tural Department from the Home
Department. The several Provincial
Governments agreed and measures were
commenced in 1882 for the formation of
Provincial Departments of Agriculture.

The Famine Commission had given
high priority to the collection of agri-
cultural information, and the Govern-
ment of India went still further. The
absence of reliable knowledge of existing
conditions had been borne in upon the
Government of India by the break down
of their machinery when faced by recur-
rent periods of famine and scarcity and
the Government insisted that thorough

adaptation of the existing revenue sys-
tems to agricultural facts and conditions
should take precedence over agricultural
experiments. Nevertheless, the Secretary
of State was should take precedence over
agricultural experiments. Nevertheless,
the Secretary of State was asked repeat-
edly in 1882, 1884, and 1886, to sanction
the appointment of an Agricultural
Chemist to act with the Department,
‘Chemistry being that science which
bears, perhaps, most directly on Agri-
culture’. In November 1889, Dr.
Voelcker, Consulting Chemist to the
Royal Agricultural Society of England,
was appointed to enquire into and advise
upon (i) improvement of Indian Agri-
culture by scientific means, and (ii)
improvement of Indian Agriculture
generally. Thus, the importance of sci-
ence and technology for the development
of Indian agriculture was recognised as
early as a hundred years ago.

Dr. Voelcker submitted his report in
1893. He did not think that Indian Agri-
culture was, as a whole, primitive and
backward. He said that in many parts,
there was little or nothing that could be
improved, while, where agriculture was
manifestly inferior, it was because of
inherently bad systems of cultivation, but
want of facilities which existed in the
better districts. Hence, improvement was
possible if the differences of agricultural
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conditions and Practice existing in dif-
ferent parts of the country were reduced
by (i) transfer of better indigenous
methods from one part to another, and (ii)
reducing differences which result from
physical causes affecting agriculture. In
his report, Dr. Voelcker, inter alia, rec-
ommended appointment of an Agricul-
tural Chemist as the Adviser to
Government, and selection of
Agricultural Director from those who had
distinguished themselves in natural
sciences and acquired agricultural
knowledge.

In the Resolution dated 22nd June
1893, the Government of India, while
generally accepting Dr. Voelcker’s
Report and appointing an Agricultural
Chemist, pointed out that before any real
improvement could be effected in agri-
culture, the institution of organised
enquiry into existing methods was
absolutely necessary. A Conference was
called in October 1893 of representatives
of Local Governments and Administra-
tions to consider measures needed for
adopting Dr. Voelcker’s Report. The
Conference recommended, inter alia, that
the claims of men trained in scientific
agriculture to appointments in the Rev-
enue and cognate Departments should be
as freely recognised as those of men
trained in Law, Arts and Engineering.

In 1895, the Government of India
called upon the provincial governments
to mange for local conferences to discuss
how far the recommendations made by
Dr. Voelcker could be adopted in the
circumstances of the province. Based on
the results of these Conferences, as also
the 1893 Conference and Dr. Voelcker’s
report, the Government of India issued a
number of Resolutions in March 1897,
laying down policies on several related
matters.

With regard to primary education, it
was recognised that a distinction would
have to be made between instruction
designed for general educational pur-
poses and a course of study leading to an
diploma or degree. Regarding general
education, it was suggested that ‘ele-
mentary science’ should not appear in the
curriculum as a separate subject, but that
it should be taught illustrated by object
lessons, care being taken that no
important elementary science was
omitted; this would sufficiently serve the
interests of agriculture as the surrounding
objects used for illustration were them-
selves connected with agriculture. Fur-
ther, instruction in village maps and land
records should be included in the
curriculum of education for all classes.
Uniformity was not possible in text
books; the difference of language, of
climate and physical condition, of the
natural objects used for oral lessons, or
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as illustrations of school books, of local
customs and practices, all were insur-
mountable obstacles to uniformity. But,
these variations need not stand in the way
of a general uniformity of plan and sys-
tem.

On the higher agricultural education,
the Resolution laid down that (i) agri-
cultural degrees, diplomas or certificates
should be placed on the same footing as
corresponding literary or science
degrees, etc., in qualifying for admission
to Government appointments and more
particularly those connected with land-
revenue administration; and (ii) the
diploma should eventually be
compulsory in the case of certain
appointments, e.g., agricultural teachers
at training schools, assistants to the
director of agriculture, etc.

The first Agricultural Chemist was
appointed in 1892 for a period of five
years. On the expiry of that period, the
Government of India recommended that
the post of agricultural chemist should be
abolished and that an Inspector General
of Agriculture should be appointed.
However, the post of Agricultural
Chemist was not abolished, but an
Inspector General of Agriculture in India
was appointed in 1901. His position, in
respect both of the Government of India
and of local governments, was purely
advisory.

The Report of Famine Commission,
1901, was an important landmark in the
development of agricultural administra-
tion in India. The commission said: "We
are, indeed, far from thinking that the
Indian cultivator is ignorant of agricul-
ture; in the mere practice of cultivation,
Agricultural Departments have probably
much to learn from the cultivator. But in
the utilization of his hereditary skill, in
economy of the means of production, and
in the practice of organized self-help, the
Indian cultivator is generally ignorant
and backward. It is in correcting these
deficiencies that Agricultural Depart-
ments will find their richest fields of
labour.--- The steady application to
agricultural problems of expert research
is the crying necessity of the time" [Fa-
mine Commission, 1901, Pp. 112-113].
The recommendations of the
Commission, speedily translated into
action by Lord Curzon’s Government led
to the great expansion of the Imperial and
Provincial departments of agriculture
which dates from 1905.

In June 1903, the Government of
India submitted to the Secretary of State
a scheme for the establishment of an
agricultural research institute, an exper-
imental farm and an agricultural college
at Pusa in the Darbhanga district of Bihar,
where a large Government estate had
been placed at their disposal by the
Government of West Bengal for the
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purpose. This was the beginning of
organised agricultural research in India.
Accordingly, a research station with fully
equipped laboratories, an experimental
farm, an agricultural college, subse-
quently called the Imperial Agricultural
College, and a cattle farm were
established on the Pusa estate. The scat-
tered scientists of the Imperial Agricul-
tural Department, the Agricultural
Chemist, the Mycologist and the
Entomologist were brought together at
Pusa and to them in 1904 were added a
Director of the Institute and, in 1905, an
agri-horticulturist (subsequently desig-
nated Imperial Agriculturist), a biologi-
cal botanist (subsequently designated
Imperial Economic Botanist), an
agricultural bacteriologist and a Super-
numerary agriculturist. In April 1912, the
post of Inspector General of Agriculture
in India was abolished and the new
appointment of Agricultural Adviser to
the Government of India was combined
with that of the Director of the Pusa
Research Institute. Incidentally, long ago
in 1889, the Government had established
a laboratory, named the Imperial Vet-
erinary Research Institute, at Muktesar,
for conducting research on animal
epidemics which were, at that time, very
widespread in the country. Later a sub-
station was established at Izatnagar.

It was expected that the Pusa Institute
would serve as a model for similar
institutions under provincial govern-
ments. On its farm would be initiated
lines of enquiry, the soundness of which
would be examined before they were
recommended for trial under local con-
ditions on the provincial experimental
farms. Varieties of crops would be tested
and the seed of improved varieties would
be grown and distributed. The results
reported from provincial farms would be
tested and continuity would be secured
for promising experiments begun in a
province but, for some reason, discon-
tinued. Finally, the farm was to be uti-
lised for the practical training of students
at the imperial agricultural College and
provide experimental field area for the
scientific experts. The college itself
would sene a model for agricultural col-
leges in other provinces and to provide
for a more complete efficient agricultural
education than was then possible in any
of the existing institutions.

Lord Curzon’s Government fully
realised that a central institution under
the direct control of the Government of
India could only be the apex of their
schemeand that such an institution would
be valueless unless there were, at the
same time, a real development of agri-
culture in the provinces. In 1905, there-
fore, the Government of India announced
their intention to promote the
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establishment of agricultural colleges
with a course of three years’ duration in
all the provinces and the provision of an
expert staff for these institutions for
purposes of research as well as for
instruction.The linkbetween the colleges
and the districts was to be provided by an
experimental farm to be established in
each large tract in which the agricultural
conditions were approximately homo-
geneous and by numerous small dem-
onstration farms which were to carry the
work on the experimental farms a stage
further. The expert officers in charge of
the farms were to be in close touch with
the cultivators and advise them in regard
to the introduction of improved methods
of agriculture. The scheme also provided
for the appointment of a full-time
Director of Agriculture in all the major
provinces. In 1906, the various expert
appointments in the Imperial and Pro-
vincial agricultural departments which
were contemplated as well as those
already in existence were constituted into
an Imperial service known as the Indian
Agricultural Service.

In 1919, following the passage of the
Government of India Act, the adminis-
tration of all the departments which were
closely connected with rural welfare,
agriculture, veterinary, cooperation,
local self-government, medical, public
health and sanitation, and education,
except irrigation and forests elsewhere

than in Bombay and Burma, were trans-
ferred to the provinces. Following the
report of the Royal Commission on
Superior Civil Services in India in 1924,
it was decided that, for the purpose of
local governments, no further recruit-
ment should be made to the all-India
services as such, operating in transferred
fields, and that the personnel required for
these branches of administration should,
in future, be recruited by local govern-
ments. Recruitment to the Indian Agri-
cultural Service accordingly ceased.
Local Governments were empowered to
build up provincial agricultural services.

In 1917, the Government appointed
the Indian Cotton Committee to examine
the possibility of extending the long sta-
ple cotton in India. As a result of its
report, the Indian Central Cotton
Committee was constituted in 1921 and
was given definite legal status by the
provisions of the Indian Cotton Cess Act
of 1923. This was the first Committee set
up for the improvement of a particular
crop.

Returning to the Pusa Institute, the
expectation that it would prove a focus
of agricultural activity for all India was
not fulfilled. The limitations imposed by
conditions of soil ~d climate appear to
have been overlooked. Besides, the rapid
development of the research work done
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by the provincial departments had ren-
dered it less and less necessary for them
to look to it for assistance in work which
could be carried out far more satisfacto-
rily in their own local conditions. As
regards its educational activities, owing
to the establishment of fully equipped
agricultural colleges in the provinces,
Pusa never served the original purpose.
Until the end of 1923, its teaching acti-
vities were confined to short courses in
special subjects.

The Pusa Institute was practically
destroyed by the great Bihar earthquake
in January 1934. This raised a question
regarding its location. Pusa had always
suffered because of its remoteness from
the main stream of national life in India.
It was becoming more and more evident
every year that the largest and the most
complete library in the country and the
best-equipped laboratories could not be
used to the fullest advantage when they
were isolated from other centres of
scientific work. It was therefore decided
to shift the Institute to its present location
in Delhi.

RoyalCommissiononAgriculture, 1928

In April 1926, the Royal Commission
on Agriculture (RCA), with Lord Lin-
lithgow as Chairman, was appointed to
examine and report on the conditions of
agricultural and rural economy in British

India, and to make recommendations for
the improvement of agriculture and to
promote the welfare and prosperity of the
rural population. The Commission sub-
mitted its report in April 1928.

The Commission emphasised the
importance of agricultural research in
agricultural development. The basis of all
agricultural progress, it said, was
experiment. "However efficient the
organisation which is built up for dem-
onstration and propaganda, unless that
organisation is based on the solid
foundations provided by research, it is
merely a house built on sand. In spite of
the marked progress ... made in many
directions during the last quarter century,
... The claims of research ha(d) received
a half-hearted recognition and the
importance of its efficient organisation
and conduct" was "still little understood."
The time had come "when the indis-
pensable part, which a central organisa-
tion ha(d) to play in the fields of
agricultural research, and of rural
development generally" had to "be fully
recognised" [Royal Commission on
Agriculture, 1928, P. 4].

The Commission proposed that an
Imperial Council of Agricultural
Research (ICAR) should be constituted
to promote, guide, and coordinate agri-
cultural research throughout India. The
Commission recommended that, with the
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establishment of the ICAR, the post of the
Agricultural Adviser to the Government
of India should be abolished. Instead, a
whole-time Director should be appointed
for the Pusa Agricultural Research
Institute, who would also be in charge of
the sub-stations, which were under the
control of the Agricultural Adviser to the
Government of India. A central com-
mittee for jute should be set up on the
lines of the Indian Central Cotton
Committee. For the other crops, the trade
concerned should provide the funds
required for any research on the product
in which it was interested beyond that
which was undertaken in the normal
course by the agricultural departments.
The RCA made a number of recom-
mendations regarding primary educa-
tion, higher agricultural education, and
agricultural improvement.

According to the RCA, the only hope
of convincing the cultivating classes of
the advantages of agricultural improve-
ment lay in visual demonstration. Dem-
onstration on the cultivator’s own fields
was preferable to that on a government
demonstration farm. The establishment
of a farm in each district for the general
purposes of the Agricultural Department,
including demonstration, was desirable
but the staff and funds available could be
much more usefully employed in dem-
onstration on the cultivator’s own fields.
Experimental farms were unsuitable for

demonstration work. Departmental seed
farms could however be used with
advantage for demonstration work. Short
courses in particular subjects should form
an important part of the work of dem-
onstration on seed farms. Both systems
of demonstration on the cultivator’s own
fields, one under which a plot was hired
and cultivation done by the departmental
staff and the other under which the land
was cultivated by the cultivator himself
under departmental supervision, should
be adopted and the results compared.
Peripatetic demonstrations on the use of
improved implements should be given.

Imperial Council of Agricultural
Research, June 1928

In 1928, a conference of Provincial
Ministers of Agriculture and other pro-
vincial representatives considered the
recommendations made by the RCA. An
organisation called the Imperial Council
of Agricultural Research was evolved.
The Council held its inaugural meeting
on June 21, and 22, 1929 and passed its
draft Memorandum of Association and
Rules and Regulations. In 1930, the
Secretariat of the Council was, for rea-
sons of administrative convenience,
declared a Department of the
Government of India with the Honour-
able Member in charge of Agriculture in
the Governor-General’s Council as the
Member in-charge.
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The Government of India gave effect
to several other recommendations of the
RCA. Separate Directors were appointed
for the Imperial Institute of Agricultural
Research, Pusa, and the Imperial Institute
of Veterinary Research, Muktesar, which
were previously under the administrative
control of the Agricultural Adviser to the
Government of India. The advisory
functions previously performed by the
Agricultural Adviser were transferred to
the whole-time members of the Imperial
Council of Agricultural Research. The
post of Agricultural Adviser to the Gov-
ernment of India was abolished in Octo-
ber 1929. The designations of the
Agricultural Expert and Animal
Husbandry Expert were changed to
Agricultural Commissioner and the
Animal Husbandry Commissioner with
the Government of India.

This was the beginning of the emi-
nently imperial style in which agricul-
tural administration including
organisation of research, education, and
extension has since then developed. The
RCA had stipulated that the ICAR would
not exercise any administrative control
over the Imperial or provincial research
institutions.But that provedof little avail.
Subsequent events, particularly the
World War and the consequent acute
food shortage, strengthened the central-
ising tendencies inherent in an imperial
administration.

With the entry of Japan in the War in
December 1941, it became clear that
India would be temporarily cut off from
Burma and supplies of rice from there
would not be available. Hence, in 1942,
a Department of Food was established in
the Ministry of Agriculture. Its functions
were to procure foodgrains within the
country, to import them from abroad, to
maintain central reserves, and to control
and regulate prices. In April 1942, the
Government called a conference of rep-
resentatives of Provinces and the Indian
States. It made recommendations for
increasing food production within the
country. These formed the basis of what
cameto beknown asthe GrowMore Food
Campaign (GMF). It was about the first
all-India agricultural development pro-
gramme initiated and directed from the
Centre and it set a pattern for agricultural
development programmes as centrally
directed ’campaigns’.

In February1944, the AdvisoryBoard
of the Imperial Council of Agricultural
Research submitted to the Government a
Memorandum on the development of
agriculture and animal husbandry in
India. It pointed out that, in view of the
wide diversities in India of climates and
soils, and of cultivation practices under
irrigated and rainfed conditions, much of
the detailed planning must fall on the
shoulders of the Provinces and States
which alone were in a position to frame
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their plans to suit their own conditions
and with which their ultimate execution
would rest. Large expansion was needed
on the research side, both at the Centre
and in the Provinces and States. The
Centre must take the lead in many matters
if progress was to be rapid. On the
research side, it must accept the main
responsibility for fundamental research.
It must advise on policy and must arrange
adequate coordination of effort to avoid
overlappingand achieve maximumresult
in the shortest time. The Centre could not
remain entirely aloof from the extension
of the results of research into farm prac-
tice throughout the country, even though
the practical extension of those results
must primarily be the function of Pro-
vincial or State Departments of Agri-
culture. It must also be in a position to
assist financially when funds were
needed for encouraging and promoting
research, extension or other action in the
provinces.

The Memorandum recommended the
creation of a Federal Department of
Agriculture charged with the duties of
fostering agriculture and animal hus-
bandry in their broadest sense and in all
their phases. It would formulate and
establish general policies, co-ordinate all
scientific investigations in the Federal
Institutions, not only within themselves
but with work in the provinces, and
administer federal grants for research and

extension by Provincial and State insti-
tutions. Many of the activities of the
Federal Department would be exercised
through the Imperial Council of Agri-
cultural Research which would become a
Federal Agricultural Council dealing
with both research and development.

The existing Imperial Agricultural
Research Institute and the Imperial Vet-
erinary Research Institute would be
expanded into Federal Institutes for
Agriculture and Animal Husbandry,
respectively. Side by side would be set up
a chain of Commodity Research Stations
and Substations, each dealing with
problems connected with its own com-
modity or group of commodities. Each
would be administered and controlled by
an Indian Central Commodity Commit-
tee for the particular commodity.

The proposals in the Memorandum
were generally endorsed by the Policy
Committee on Agriculture, Forestry and
Fisheries. The recommendations of this
Committee were also generally accepted
by Provincial Governments, and in June
1945, were approved by the Standing
Committee of the Legislature. The Gov-
ernment of India announced in 1945 an
all-India policy for agriculture and food,
as well as the objectives to be achieved,
the measures to be adopted and the
respective roles of the Centre and the
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Provinces for their attainment. In Sep-
tember 1945, the Government of India set
up a separate Department of Agriculture
in the Ministry of Agriculture. A panel of
special officers were appointed as
Advisers in different disciplines of agri-
cultural production, vegetables, fruit,
livestock, dairying, fish, seeds,
fertilisers, plant protection, forestry,
irrigation, minor works, and training.

Among the various functions to be
undertaken by the Central Department of
Agriculture were (a) assessment of the
requirements of the country as a whole in
respect of the different types of agricul-
tural produce and of nutrition; (b) pay-
ment of grants to Provinces for schemes
of agricultural development; (c) to
provide facilities for training, to conduct
research, and to make available expert
advice to Provinces and to set up special
organisations to serve particular all-India
purposes. The Department was to deal
with the Survey of India, the Botanical
Survey of India, and the Zoological
Survey of India; agriculture and horti-
culture (including agricultural education,
statistics and research); animal
husbandry including veterinary training
and research; protection of wild birds and
animals; forests and fisheries; coopera-
tive societies; general questions relating
to land; procedure in rent and revenue
courts; recovery of claims and acquisi-
tion of land; etc.

Such was the agricultural adminis-
tration which the British administration
created and left behind at the time India
became independent. There was the
Ministry of Agriculture with a Depart-
ment of Food and a Department of
Agriculture withvery wide ranging scope
andfunctions. It wasadmitted, in somany
words, that theProvinces andStates alone
were in a position to make plans for
agricultural development in the light of
their resources. But, at the same time, it
was emphasised that it was necessary for
the Central Government to take the ini-
tiative in coordinating the proposals and
bringing them into a framework of an
overall plan for agriculture. This has
remained the refrain justifying the central
control of agricultural development in the
country.

In the field of agricultural research
and education, the British administration
had created three imperial institutions:
the Imperial Council of Agricultural
Research, the Imperial Institute of Agri-
cultural Research, and the Imperial
Institute of Veterinary Research. Of
these, the Imperial Institute of Veterinary
Research did not achieve the imperial
status which the Imperial Institute of
Agricultural Research did because
development of animal husbandry
remained relatively unattended as it
continues to-date. The Imperial Council
of Agricultural Research was, of course,
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conceived imperial. The concept has
remained very much the same even after
Independence, except for the nominal
change from Imperial to Indian, so that
the ICAR and the IARI have remained
very much the same ICAR and IARI.

On March 12, 1947, at a Special
General Meeting, the Imperial Council of
Agricultural Research, in anticipation of
the impending Independence, decided to
change its name to the Indian Council of
Agricultural Research (ICAR). Under the
aegis of the ICAR, the work of research
and extension in the sphere of agriculture
was shared by three different agencies.
First, there was the Indian Council of
Agricultural Research proper which by
grants for research, initiated and spon-
sored projects all over the country; sec-
ond, there were the Central Commodity
Committees with their own research
stations and performing similar functions
in respect of their respective commodi-
ties; third, there were the all-India Central
Research Institutes which carried on
research within their respective fields
through their respective divisions. The
unwieldy and unplanned expansion had
made both coordination and direction
difficult. The funds available for research
in the country were divided into ear-
markedcompartments, each for a specific
purpose.

On his appointment as Minister for
Food and Agriculture, and as ex-officio
Chairman of the Indian Council of
Agricultural Research, Shri K.M. Mun-
shi felt that with the achievement of
Independence, the Council required
reorientation in its outlook from colonial
to national. To justify its existence, the
ICAR should not merely content itself
with the coordination of effort in the field
of research by the various State Gov-
ernments, etc.; its object should be to help
achieve the fulfillment of the Intensive
Cultivation Programme of the Govern-
ment of India; its activities should extend
to the field of agriculture, animal
husbandry, forestry, fisheries and allied
subjects in all the three different stages,
viz., (a) fundamental research, (b) tech-
nological investigation, and (c) intro-
duction into practice, in other words,
extension.

In order to achieve these objectives,
it was decided that the administrative set
up of the Council should be so altered that
a coordinated programme of research
could be evolved in each sphere for the
whole country and its execution secured
by different research institutions, either
controlled directly or indirectly by the
Centre, a State Government, a University
or a private body. In order that the
Council might function effectively, its
GoverningBody, which on account of the
number of States in the Union had
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become very bulky, should have a
Standing Committee with a Board of
Research and a Board of Extension to
advise in their respective spheres.

Accordingly, in November 1950, the
constitution of the ICAR was revised.
The Governing Body of the Council was
given assistance of a Board of Research
and a Board of Extension to evolve
integrated programmes of work in these
two major spheres, and of a Standing
Committee which could meet at regular
intervals and enforce the policy laid
down. The Council and its various
administrative bodies were reinforced by
additional representation for forestry and
fisheries and for specialised organisa-
tions such as the Indian Central Com-
modity Committees, the Central Board of
Forestry, etc.

Between 1947 and 1950, the Gov-
ernment was naturally concerned about
intensifying the Grow More Food
Campaign. Towards the close of 1948 the
Government of India, invited Lord Boyd
Orr to review the working of the cam-
paign and to make suggestions. In the
light of his suggestions, the Government
of India appointed a Commissioner of
Food Production and the States also
appointed corresponding officers. Sub-
committees of the Cabinet were set up in
all the States with the State Food
Commissioners as Secretaries for taking

quick decisions and implementing poli-
cies without delay. The objective of the
new policy was to attain self-sufficiency
by March 1952. Shortly after, acute
shortage of cotton and jute was felt owing
to devaluation and the difficulty of get-
ting these raw materials from Pakistan. A
policy of simultaneously increasing
production of cotton and jute along with
foodgrains was announced in June 1950.

Before Independence and until Janu-
ary 31, 1951, the Department of Agri-
culture and the Department of Food
functioned as separate Ministries. The
activities of the Ministry of Agriculture
and its attached and subordinate offices
fell mainly into six broad categories, viz.,
production, controlled distribution,
research and extension development,
agrarian reform, and international rela-
tions. With effect from February 1, 1951,
the two Ministries were merged to form
the Ministry of Food and Agriculture. It
had two main Wings, viz., (a) Food Wing
and (b) Agriculture Wing. From April 1,
1954, the Food Wing was reconstituted
as an attached office, called the office of
the Director General of Food.

At the end of 1950-51, the working of
the Grow More Food (GMF) campaign
was reviewed in the Ministry of Food and
Agriculture. At the same time, India’s
First Five Year Plan was being formu-
lated in which food production was a
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major issue. In consequence, important
changes were made in the GMF cam-
paign. Concentration of the GMF in
suitable areas was discussed with the
States in connection with the pro-
grammes for 1951-52. The advantages of
intensive blocks were supposed to be: (i)
administration of measures including
supply and services could be more effi-
cient; (ii) the assessment of results could
be made with greater precision; and (iii)
additional production was more likely to
be reflected in increased procurement.
The attitude of the States, generally
speaking, was that over-insistence on this
principle was likely to lead to discontent
in the areas which would be left out.
However, by 1952-53, the State Gov-
ernments were gradually realising the
need for concentrating efforts in
intensive areas.

Grow More Food Enquiry Committee,
June 1952

In February 1952, the Government of
India set up a Committee of Enquiry to
examine the working of the GMF. The
Committee pointed out that, though the
GMF operations covered only a small
proportion of the total cultivated area,
only two to four per cent, never before
were sustained efforts made on such a
scale as in these years. Their effect had

been to spread knowledge of the possi-
bilities of improved agriculture among a
wider section of the agricultural
population than in any previous period.

The GMF Committee recommended
that (i) the GMF campaign should be
enlarged so as to cover a wider plan for
development of village life in all its
aspects - finding a solution to the human
problem; (ii) the administrative machin-
ery should be reorganised; and (iii) non-
official leadership available should be
mobilised. It recommended the setting up
of an ‘extension’ service for undertaking
intensive rural work which would reach
every farmer and assist in the coordinated
development of rural life as a whole. For
such an organisation, the taluk or tehsil,
the lowest administrative unit above a
village, should be taken as a development
block. It should be in charge of a
Development Officer or Extension Offi-
cer who would be the revenue divisional
officer, relieved of his other duties by a
special assistant appointed for the pur-
pose. The Extension Officer should be
assisted by four technical officers, for
agriculture, animal husbandry, coopera-
tion, and engineering; the last one to deal
with minor irrigation works, drainage,
anti-erosion measures, etc. At the village
level, there should be one worker for 5 to
10 villages who would be the joint agent
for all development activities and who
would convey to the farmer the lessons



VOL. 33 NOS. 1-3 DEVELOPMENT OF AGRICULTURAL ADMINISTRATION IN INDIA 123

of research, and to the experts the diffi-
culties of the farmer, and arrange the
supplies and services needed by the
farmer, including first aid in animal and
plant diseases. The village level worker
should be in daily contact with the
farmers and their problems, advising
them on improvements, arranging sup-
plies of seeds, fertilisers, etc., and
assisting them in every way.

The Extension Organisation was
expected to secure local cooperation, to
stimulate local initiative, to promote
community activities, and to see that the
vast unutilised energy in villages was
harnessed to work for the benefit of apart
or whole of the community. Training of
the staff was the first requisite before the
extension organisation could be spread
all over the country and necessary
arrangements should be made for getting
the required number of trained personnel
particularly at the level of village work-
ers. The Committee recommended the
organisationof cooperative societiesand;
through them, granting of loans, short,
medium and long term, and a special
programme of minor irrigation works,
land improvement, and supply schemes.
The Committee recommended that ini-
tially the GMF should be concentrated as
far as possible in the 55 Community
Projects set up under the Indo-U.S.
Technical Assistance Programme. Pref-
erence should also be given to intensive

blocks in which GMF was being carried
on in the States. The Committee further
recommended that the role of the Gov-
ernment of India should be confined to:
(a) formulation of overall policies and
coordination of programmes of village
development including targets of addi-
tional production; (b) giving of financial
and technical assistance; (c) making
arrangements for supplies and movement
of essential materials; and (d) assessment
of results of the programme. A special
Division in the Central Ministry of Food
and Agriculture should deal with these
functions with regard to the entire pro-
gramme. One wonders what the Com-
mittee thought they were confining the
role of the Government of India to.
Formulation of policies, coordination of
programmes, financial and technical
assistance, assessment of results, these
are precisely the reins of power which the
Government of India has been reigning
with.

First Five Year Plan (1951-56)

The First Five Year Plan (1951-56)
made its proposals, inter alia, on agri-
cultural research, education, and training.
It was suggested that, in order that the
ICAR may discharge its statutory duty of
coordinating all agricultural research in
the country, all research programmes,
whether of the Commodity Committees,
State Governments, or Central Institutes,
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should be sent to this body for scrutiny
and approval. Thus, in the name of
coordination, all direction and control of
agricultural research in the country was
vested in the hands of the ICAR. All this
was done with the full knowledge that the
ICAR was not discharging its responsi-
bility satisfactorily. In fact, it was noted
that, the scrutiny of all research
programmes received was done by the
Scientific Committees of the ICAR
which met only for a few days just before
theannual meeting of the AdvisoryBoard
and the Governing Body and this did not
permit a detailed and proper examination
of the research proposals. But the Plan-
ning Commission would not see that this
was inevitable with so much authority
concentrated in a single agency. Instead,
the Planning Commission was content
with suggesting that the Scientific
Committees of the ICAR should meet
more frequently, at least twice a year,
once for examining the schemes and once
for assessing their progress and that these
meetings should allow sufficient time for
a proper examination and assessment;
and finally, that the Research Board of
the ICAR must consist of top-ranking
agricultural scientists in the country!
[Planning Commission, 1953, Pp. 271
-272].

Thedecision under the First FiveYear
Plan to organise community projects and
to spread the national extension service

to the entire country required large
training facilities. During the First Five
Year Plan, 44 extension training centres
were established and these turned out
14,426 village level workers, In all, 54
basicagricultural schools and wings were
set up. In 1955-56, seven group level
workers’ training centres were estab-
lished and these turned out 1,843 super-
visory personnel. Also, in the same year,
19 home science centres were set up and
programmes for the training of gram
sevikas were expanded.

There were 22 agricultural colleges
turning out annually about 1,000 gradu-
ates, a large proportion for extension,
research, and educational work. During
the Plan period, training facilities at the
existing agricultural colleges in Assam,
Hyderabad, Madras and Madhya Bharat
were expanded; three new agricultural
colleges were established-one each in
Rajasthan, Bihar and Travancore-
Cochin; and the Punjab Agricultural
College at Ludhiana was rehabilitated.
As a result, the annual admissions of
agricultural graduates increased from
1,292 in 1953-54 to 1,894 in 1955-56.
Further, the Government developed
inter-institutional arrangements with five
United States Universities on a regional
basis. Under this arrangement, the
country was divided into five regions and
each contracting institution in the USA
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was to cooperate with the States in the
region allotted to them by providing
technical assistance.

First Joint Indo-American Team on
Agricultural Education, Research and
Extension, 1956

In April 1954, a project under the
Indo-US Technical cooperation Pro-
gramme was approved providing assis-
tance to agricultural research, education,
and extension organisations in India.
Consequently, a Joint Team consisting of
five Indian representatives and three
American specialists in agricultural
research and education was set up to
make a comparative study of the orga-
nisation, functions, and working of
Indian and American institutions
engaged in agricultural education and
research and to recommend steps for
removing critical deficiencies in the
present methods and facilities in the field
of agricultural research and education.
The report of the Team was received in
1955. The Team made several recom-
mendations. They were accepted in
principle but only a few of them were
implemented by the Central and State
Governments.

Second Five Year Plan (1956-61)

In March 1957, the Planning Com-
mission set up a Committee on Agricul-

tural Personnel to assess requirements for
trained personnel during the Second and
Third Five Year Plans. The Committee
submitted its report in March 1958. The
Committee estimated that there would be
need for 8,900 agricultural graduates
between June 1957 and March 1961 and
another 27,500 during the Third Plan
period resulting in an annual demand for
5,500 agricultural graduates. For this
purpose, it was necessary to provide
facilities for admissions in the agricul-
tural colleges of 6,000 students annually
compared to 2,600 in 1957-58. The
Committee suggested that this should be
done by expanding, wherever possible,
the existing institutions to the desired
level without lowering the efficiency of
training. Assuming that the admissions in
the existing institutions could be
increased to 4,500, which was almost
doubling, and that the new Agricultural
University proposed to be established at
Rudrapur (Uttar Pradesh) would take
about 200 students per year, there would
still be need for 8 new institutions with a
total of 1,300 seats. The Committee rec-
ommended that the new institutions may
be set up in States or Zones where the gap
between the output and prospective
demand was the greatest and that in
selecting the locations for the new agri-
cultural colleges, certain principles
enunciated by the Indo-American Team
on Agricultural Research and Education,
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with the object of developing research,
education and extension as an integrated
programme, should be borne in mind.

The Committee made similar esti-
mates for animal husbandry, dairying,
fisheries, forestry, soil conservation,
agricultural marketing, cooperation,
agricultural statistics, agricultural econ-
omics, agricultural engineering, and
plant protection. The Committee also
commented upon the training of village
level workers as very inadequate. It
suggested that, while in the interim
period, training to village level workers
could be for a period of two years, in the
long run it was desirable that the village
level workers should possess a degree in
agriculture, or a level of training roughly
equivalent to that of an agricultural
graduate.

Agricultural Administration Commit-
tee, October 1958

The Conference of State Ministers of
Agriculture, held in Srinagar in October
1957, noted that serious delays in the
execution of several agricultural pro-
duction schemes in the States were due
to administrative complexities and
over-centralisation of powers, both
administrative and financial. Conse-
quently, in February 1958, the Govern-
ment of India set up a Committee to (i)
suggest simplification of administrative

and financial procedures in order to
expedite the implementation of agricul-
tural production schemes; and (ii) sug-
gest a model agricultural organisation in
the States, along with suggestions for
delegation of suitable powers at various
levels in the States, so that agricultural
production schemes may be carried out
speedily. The Committee submitted its
report in October 1958.

The Committee observed: "It is
indeed, a sad commentary on adminis-
tration that the recommendations made
nearly thirty years back in the epoch
making Report of the Royal Commission
on Agriculture in India, received only
nominal attention. Many other similar
documents, produced subsequently, and
the recommendations made therein met a
similar fate. The Committee" was
"strongly of the opinion that a stream-
lined agricultural administration" was
"an urgent necessity and the food
situation of the country" could "be
appreciably eased if positive steps" were
"taken to achieve this objective.
Administrative lapses have universally
contributed towards shortfalls in imple-
mentation of Agricultural schemes and
thereby directly caused shortfalls in
production. The picture" was "indeed
bleak enough to justify that drastic mea-
sures be taken, not merely to retrieve the
situation but even more, to make up for
time already lost. A change of heart, and
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of purpose and of leadership in the field
of agriculture" was "of national impor-
tance. A bold attitude to see ’new wine in
new bottles’ ha(d) to be developed
towards reforming Agricultural Admin-
istration in India" [Department of Agri-
culture, 1958, p. 4].

The Committee recommended the
establishment of a major regional
research station in each agro-climatic
region of the country. It was estimated
that at least 50 such stations would be
required. A team of scientists from vari-
ous disciplines could be located at these
regional stations. The Committee also
recommended the creation of an All-
India Agricultural Service which should
be on par with the IAS in scales of pay
and prospects. Other recommendations
included the setting up of Committees at
the Central and State levels to review
periodically the structure, objectives and
policies of the Departments of Agricul-
ture, Central Commodity Committees
and other Central Institutions; training of
officers at different levels and assessment
of their work; co-ordination of activities;
evaluation and assessment of develop-
ment work, programme planning; etc.
The Third Plan recommended that the
States’ agricultural administration
should be strengthened along these lines.

Second Joint Indo-American Team on
Agricultural Education, Research and
Extension, July 1960

In September 1959, the Government
of India appointed a Second Joint Indo-
American Team to evaluate the progress
of work pertaining to Agricultural
Education, Research, and Extension
during the past five years, review the
arrangements concluded in 1955 with the
five Land-Grant Universities of the USA
under the Indo-US Technical Coopera-
tion Programme, and make recom-
mendations with regard to Agricultural
Education, Research, and Extension with
special reference to the Third Five Year
Plan. The Study Team submitted its
Report in July 1960.

The Study Team recommended that
the arrangements with the five Land-
Grant Universities of the USA should
continue at least through the Third Five
Year Plan and that the post-graduate
programmes and the examination system
should be developed after the pattern at
the Indian Agricultural Research Insti-
tute. Assistance to establish an agricul-
tural university should not be granted
unless there was adherence to basic
principles such as (a) autonomous status,
(b) location of Agricultural, Veterina-
ry/Animal Husbandry, Home Science,
Technological, and Science Colleges on
the same campus, (c) integration of
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teaching by offering courses in any of
these colleges to provide a composite
course and (d) integration of education,
research, and extension. The technical
staffof the Indian Council of Agricultural
Research should be strengthened and an
agricultural education pattern should be
developed covering the vocational
schools, the multipurpose high schools,
agricultural colleges and universities.

On Agricultural Research, the Study
Team recommended, inter alia, that all
the Central Research Institutes and the
Commodity Committees, including the
Central Sugarcane Committee, should be
brought under the full technical and
administrative control of the ICAR. To
ensure the States’ capability to assume
responsibility for research, the Govern-
ment of India should make available to
the ICAR a substantial allotment of funds
in the Third Five Year Plan to be
expended on the basis of a careful
assessment of the needs of each State.
While the Study Team recommended so
much concentration of technical,
administrative, and financial control in
the hands of the ICAR, it could not avoid
recommending that measures should be
adopted to increase the incentives,
morale, and scientific integrity of agri-
cultural research scientists. The Study
Team would not see that it was the
concentration of the direction of research
in the hands of a single agency which was

undermining the morale, and integrity of
agricultural scientists in the country. On
Agricultural Extension, the Study Team
recommended streamlining of the orga-
nisation of agriculture and community
development from the Central
Governmentdown to the village leveland
suggested a pattern of organisational set
up for the purpose. The Team recom-
mended that Extension Workers includ-
ing Village Level Workers, Gram
Sevikas, and Block Staff personnel
should be trained at agricultural and
home science colleges.

Ford Foundation Agricultural Pro-
duction Teams, 1959

Even before the Second Joint Indo-
American Study Team had submitted its
report, an Agricultural Production Team
sponsored by the Ford Foundation at the
request of the Ministries of Agriculture
and Community Development had made
its report in April 1959. Among the
measures the Team suggested were: (i)
Security of land tenure and consolidation
of landholdings; (ii) stabilisation of farm
prices through a guaranteed minimum
price announced in advance of the
planting season, a market within
bullock-cart distance that will pay the
guaranteed price, and suitable local
storage; (iii) A public works programme
requiring primarily manual labour, such
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as contour bunding, land levelling, sur-
face drainage, irrigation wells and tanks;
(iv) Selection of certain crops and certain
areas for more intensive efforts.

The last mentioned was the most
important recommendation of the Agri-
cultural Production Team. It meant that
instead of spreading the development
efforts more or less uniformly throughout
the country, manpower and other
resources should be concentrated in
selected areas which had optimum con-
ditions for stepping up production. Suf-
ficient fertilizers, improved seeds,
pesticides, proper soil and water
management practices, all of these while
important in themselves, could be fully
effective only if adopted in combination
with each other.

This recommendation was consid-
ered by a high-level Inter-Ministries
Committee of the Government of India in
June 1959, and was accepted in principle.
To give a precise shape to the recom-
mendation, a second Team of agricultural
experts, sponsored by the Ford
Foundation, visited the country in Octo-
ber 1959, made a rapid survey of a few
selected areas in various States and, in
consultation with the experts of the
Central and State Governments, devel-
oped a programme for an intensive and
coordinated approach to agricultural
production. The essence of the program

me was provision of adequate incentives
and aids to cultivators to increase pro-
duction through the intensive application
of all resources in the selected districts.
It was called the Intensive Agricultural
District Programme (IADP) also pop-
ularly the Package Programme.

Third Five Year Plan (1961-66)

During the Third Plan period
(1961-66), the number of agricultural
colleges was proposed to be increased
from 53 to 57 and the annual intake from
5,600 to 6,200. The total requirements of
agricultural graduates for the Plan period
were estimated at about 20,000 and these
were expected to be met. During the
Second Plan, an agricultural university
was established at Pantnagar (Rudrapur)
in Uttar Pradesh. More proposals for
setting up agricultural universities were
under examination. Research organisa-
tions in the States were proposed to be
strengthened to deal with problems
brought out by extension/research
workers in their contacts with farmers.
For crops like wheat, rice, millets, cotton
and oilseeds, it was proposed to develop
research facilities on a regional basis in
addition to work undertaken in the States.
The Plan provided for intensive study of
irrigation practices in river valley proj-
ects and for working out the water
requirements of crops, new crop
rotations, and problems connected with
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the use of fertilizers in irrigated areas.
Among the new centres of research to be
established were an institute for soil sci-
ence and pedology, a forage and grass
lands research institute, and a virus
research institute.

Intensive Agricultural Development
Programme

A focal programme in the Third Five
Year Plan (1961-66) was the Intensive
Agricultural Development Programme
(IADP) recommended by the Second
FordFoundation Team(1959)mentioned
earlier. It was introduced on a pilot basis
in 1960-61 for a five year period in the
first instance and was established in two
stages; in seven districts beginning
nominally in 1960-61, but really in
1961-62, with support from the Ford
Foundation and eight districts beginning
in 1962-63 following the pattern of the
first group. The districts in the first group
were Thanjavur, West Godavari, Shaha-
bad, Raipur, Aligarh, Ludhiana and Pali.
Those in the second group were
Alleppey, Palghat, Mandya, Surat,
Sambalpur, Burdwan, Bhandara and
Cachar. Later, the programme was also
started in six blocks in Jammu and
Kashmir. In June 1961, an Expert Com-
mittee for the Assessment and Evaluation
of the programme was set up by the
Ministry of Food and Agriculture. The
Committee conducted two types of

investigations: one was a series of
bench-mark and assessment surveys
conducted yearly in each IADP district
and the other was special studies on
operational and analytical problems
arising in the course of implementation
of the programme. The committee sub-
mitted four reports during 1960-69.

The committee’s major conclusion
was that the time had come to move from
the limited focus on the 15 IADP districts
to an Intensive Agricultural Modernisa-
tion Programme geared to the potential
of the farmers in all districts. The
Committee was convinced that to mod-
ernize agriculture in India, the power to
direct agricultural programme must rest
upon a district organisation. Considering
the high degree of technical knowledge
needed for handling the complex prob-
lems of modern agriculture, technical
officers, instead of general
administrators, should be appointed in
charge of the programmes; they could be
given training in management and
administration. While the directing
function must be local, the Centre and the
States should concentrate on exercising a
guiding and influencing role, setting
policies and creating necessary climate
for local effort. There was also need to
strengthen the link between the agricul-
tural universities and the State Depart-
ment of Agriculture.
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Report of the High Yielding Varieties
Programme, Kharif 1966-67, June 1967

The high yielding varieties (HYV)
Programme was launched in the country
In the Kharif season of 1966-67. In Jan-
uary 1967, a study was undertaken, at the
instance of the All-India Rural Credit
Review Committee of the Reserve Bank
of India in eight selected districts to
assess :(i) Response of farmers to the
programme and factors having a bearing
on such response; (ii) Extent of the
resulting demand for credit and inputs
and how such demand was met; (iii) Role
of institutional agencies, such as the
cooperatives and Government, in pro-
viding the required services; and (iv)
Extent of coordination among different
participating agencies. The Study
revealed that it was not sufficient to
convince the cultivators about the high
yields of new varieties which could
compensate the additional costs
involved; with small holdings, the culti-
vators’ prejudice against the high yield-
ing varieties for home consumption
might influence their response to the
Programme. There were other problems
too such as harvesting and threshing the
HYV crop right in the middle of the
monsoon, low straw yield of the crop,
and marketability of the produce.

Study Team on Agricultural Adminis-
tration September 1967

The Study Team on Agricultural
Administration was constituted by the
Administrative Reforms Commission on
July 17, 1966. It submitted its report in
September 1967. The Study Team
diagnosed the malady correctly, namely,
the growing centralisation and bureau-
cratisation of agricultural administration.
It pointed that, although the Centre was
responsible only for high level policies
and coordination, it had developed a
vastly proliferated bureaucracy; that this
was due to its increasing concern in
seeing to the implementation of the plans
in the States; and that this was having
adverse effect on the States’ initiative in
drawing up and implementing realistic
plans. It said that the Union-State rela-
tionship in agricultural development was
not conducive for the maximum
utilisation of the potential for increasing
agricultural production.

The Team recommended that the
Department of Agriculture should be
reorganised on functional lines, all
aspects of research should be transferred
to the ICAR and other development
functions to the States. The Central
Department of Agriculture should be
concerned with inter-national obliga-
tions, national policies and problems, and
inter-State coordination. It gave a break-
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up staff requirements at the Block, Dis-
trict, and State levels. Then, characteris-
tically, it recommended the setting up of
a Ministry of Agricultural Development
at the Centre consisting of the divisions
of (i) Agricultural Policy, (ii) Agricul-
tural Planning, (iii) Agricultural Finance,
(iv) Agricultural Production, (v)
Agricultural Marketing, (vi) Agricultural
Industries, (vii) Agricultural Intelli-
gence, (viii) International Collaboration,
(ix) National Commissions, and (x)
Administration. Departments of Agri-
cultural Development on similar lines
were recommended for the States. Here,
the Departments of Agriculture, Horti-
culture, Animal Husbandry and Veteri-
nary Services, Fisheries, and Marketing
should be integrated. There should be a
single line of command from the State
level to the village level. Policies in
regard to staffing of posts in agricultural
administration should be immediately
changed so that technical experts could
occupy key posts and look forward to
their professional advancement and
career prospects.

The Administrative Reforms Com-
mission (ARC) examined the recom-
mendations of the Study Team on
Agricultural Administration. According
to the ARC, the Centre cannot give up its
basic responsibilities in matters like for-
mulation of overall national policy and
programmes, and mobilising the support

of States for their implementation; and
that the relations with Slates call for their
handling at the highest administrative
level. So not much happened.

Fourth Five Year Plan (1969-74)

The Third Plan expired in 1965-66
and was followed by three years of
Annual Plans until 1968-69. Severe
stresses had developed in the economy
during the period 1961-69 due to the
hostilities of 1962 and 1965 and a steep
fall in agricultural production over two
successive years 1965-66 and 1966-67.
Besides bad weather, the steep fall in
agricultural production during 1965-64
and 1966-67, was due to certain other
deficiencies and failures too. There were
deficiencies in the distribution of
improved seeds, fertilisers, improved
implements, pesticides, and other agri-
cultural production requisites, particu-
larly at the village level. Scarcity of
cement, certain types of iron and steel and
galvanised sheets had hampered the
progress of minor irrigation, storage, and
other agricultural construction pro-
grammes. Lift irrigation programmes
were hampered by shortage of power
supply mainly due to lack of power
transmission lines. Scarcity was also
experienced in the supply of heavy trac-
tors, spare parts, bull dozers, power
sprayers, drilling rigs, dairy and poultry
equipment, cold storage and refrigeration
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equipment, etc. To a large extent, this was
due to shortage of foreign exchange.
There were also inadequacies in admin-
istrative coordination, price and market-
ing policies and implementation of land
reforms. Attempts were made to rectify
some of these deficiencies during the
period 1966-67 to 1968-69.

Nevertheless, the period 1961-69 saw
the commencement of a new strategy for
agricultural development. The first stage
of the new strategy was the Intensive
Agricultural District Programme. It was
started in 1960-61 in three districts and
was subsequently extended by stages to
another thirteen. While the performance
varied, it clearly demonstrated both the
value of the "package" approach and the
advantages of concentrating effort in
specific areas. After the mid-term
appraisal of the Third Five Year Plan in
1964-65, a modified version of the same
approach was extended to several other
parts of the country in the form of the
Intensive Agricultural Area Programme.
The main concern of the Programme was
withspecific crops and theextension staff
employed was on a reduced scale and it
was taken up in 114 districts in the
country; it was in operation in 1,084
blocks in 1964-65 and extended to 1,285
blocks in 1965-66. In terms of cultivated
area it covered 64.55 lakh hectares in

1964-65. While both the Intensive Agri-
cultural District and Intensive Agricul-
tural Area Programmes were concerned
with the promotion of intensive
agriculture, they operated within the
limitations set by existing crop varieties
which had relatively low response to
fertilisers. A major change occurred with
the introduction of the high yielding
varieties. Hybridisation techniques for
maize and millets had been initiated in
1960. Hybrid seeds began to be widely
adopted by 1963. In wheat, a beginning
was made in 1963-64 by trying out the
Mexican dwarf varieties on a selected
basis. Paddy seeds of exotic varieties
such as Taichung Native-I were intro-
duced in 1965. The propagation of vari-
ous high-yielding varieties over fairly
large areas was taken up as a full-fledged
programme from Kharif 1966 onwards.
Package programmes were also intro-
duced for cotton, jute, oilseeds, and
sugarcane.

With the evolution of high-yielding
varieties of seeds, a New Strategy for
Agricultural Development was
announced in 1966-67. Major changes
were made in the working of the Indian
Council of Agricultural Research; for
instance, appointment of an outstanding
scientist as the Chief Executive of the
Council with the designation of
Director-General, and bringing under the
reorganised Council all the research
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institutions under the control of the
Departments of Food and Agriculture,
including those under the Central Com-
modity Committees. The basic intention
behind these decisions as to make the
Council a truly functional, technically
competent, and fully autonomous orga-
nisation for promoting, guiding, co-
ordinating, and directing agricultural and
animal husbandry research and education
throughout the country. Subsequently,
nine Central Commodity Committees
dealing with cotton, oilseeds, lac, coco-
nut, sugarcane, jute, tobacco, arecanut,
and spices and cashewnut were
abolished; all research work handled by
these Committees, including the admin-
istrative control of their research stations
and institutes, was transferred to the
Council; and all the development and
marketing programmes and schemes
being handled by the Commodity Com-
mittees were taken over by the Depart-
ment of Agriculture.

In the Fourth Five Year Plan
(1969-74), it was contemplated that the
principal agencies involved in the
research programmes would be the cen-
tral research institutes, agricultural uni-
versities and, to a limited extent, research
stations run by agricultural departments
in some States. From the point of view of
organisation of agricultural research,
care was to be taken that there was no
overlapping of effort or proliferation of

institutions. Existing research sub-
stations were, as far as possible, to be
attached to agricultural universities
where these were established. No new
central research institutes were to be set
up in the jurisdiction of agricultural uni-
versities’. Also, in States where agricul-
tural universities had already been set up,
agricultural research should be
transferred from the Departments of
Agriculture to the agricultural universi-
ties.

An important feature of agricultural
research was to be the all-India coordi-
nated research projects. These called for
a multi-disciplinary approach as well as
inter-institutional cooperation, research
scientists in the Central and State insti-
tutes and agricultural universities work-
ing as a team with a project coordinator,
appointed by the ICAR, acting as a
research leader. On the eve of the Fourth
Plan, 38 projects had been sanctioned and
32 projects were in operation. In addition,
44 new all-India coordinated research
projects were to be taken up.

National Commission on Agriculture,
1976

In August 1970, the Government of
India set up a National Commission on
Agriculture to enquire into the progress,
problems, and potential of Indian agri-
culture. The Commission submitted a
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series of interim reports between 1971
and 1976 and the final report in 1976. In
the following, we shall briefly note its
recommendations on agricultural
administration, research, education, and
extension as appearing in its final report.

The National Commission was even
more imperial than the Imperial Com-
mission on Agriculture. It suggested
several changes in the administrative set
up both at the Centre and in the States and
recommended a direct and single line of
control from the field to the State level
and coordination through a senior tech-
nical officer belonging to one of the
agricultural disciplines. It emphasised
that the crucial operational level was the
district. In each district, there should be
a senior officer, to be designated as Chief
Agricultural Development Officer
(CADO), to coordinate the activities of
all agencies working for agricultural
development in the district. He would
function under the administrative control
of the Agricultural Production Commis-
sioner. At the block level also, there
should be a counterpart officer, viz., the
Block Agricultural Development Officer
(BADO) for coordination. Out of the 10
Village Level Workers (VLWs) in the
block, 8 should be earmarked exclusively
for agricultural extension. The number of
VLWs would have to be trebled and that
of Agricultural Extension Officers (
AEOs) increased suitably to provide an

adequate extension infrastructure. Where
the Zilla Parishad was effective, the dis-
trict field organisation may be placed
under its control; but the District
Collector should not have administrative
control over the agricultural officers and
should not be concerned with their
detailed working.

At the State level, there should be
separate secretariat departments at least
for crop production, animal husbandry,
fisheries and forestry in all major States.
The Agricultural Production
Commissioner-cum-Principal Secretary,
who should be next in rank to Chief
Secretary, should be responsible for
overall planning, coordination and
guidance. A senior Cabinet Minister,
who should be Deputy Chief Minister in
the State Cabinet, should assume overall
responsibility for agricultural develop-
ment.

At the Centre, there should be nine
departments in the Ministry under the
charge of Secretaries, viz., agriculture,
crop production, animal husbandry,
fisheries, forestry, irrigation, rural
development, research and education,
and food. The Ministry should have a
Principal Secretary for coordination who
should also be in charge of the Depart-
ment of Agriculture which would deal
with important functions common to the
different departments. It recommended
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the strengthening of several subject-
matter divisions in the Ministry and
upgrading of the status of technical
officers like Animal Husbandry Com-
missioner, Agricultural Commissioner,
etc. The secretariat proper, both at the
Centre and in the States, should be small
and compact and technical officers
should be delegated full responsibility for
administration of programmes. Top
management posts in the secretariat
including those of secretaries and joint
secretaries should be held by technical
officers. To facilitate expeditious deci-
sions and implementation of pro-
grammes, the heads of technical
directorates should be given ex-officio
secretariat status. The Commission rec-
ommended the formation of an All-India
Agricultural Service to provide suitable
career incentives. Stressing the need for
a channel for flow of technical officers
from the States to the Centre, it suggested
that the Central technical posts should
generally be filled by deputation from the
States.

The Commission emphasised the
need for strengthening the Planning
Division of the Centre in the Ministry of
Agriculture and Irrigation and the orga-
nisation of strong units for planning,
coordination, and evaluation at the State
and district levels. To facilitate decisions
on key issues of overall importance and
assessment of progress of development,

the Commission suggested the constitu-
tion of consultative machinery at various
levels consisting of Ministers, technical
and secretariat officers, and other con-
cerned interests; the formation of District
Agricultural Coordination Councils,
Joint Councils under the respective
departments at the State and Central
levels, and Agricultural and Rural
Development Councils at the State level
as well as a Standing Consultative
Council at the Centre.

For fuller development and utilisation
of local resources as also the involvement
of all sections of the community, the Plan
had to develop from the village level to
concretise in the form of projects/pro-
grammes in the different watersheds and
agro-climatic regions which could be
properly coordinated and integrated at
the State level within the framework of
the national Plan. While emphasising the
need for strengthening the planning
machinery at various levels for the for-
mulation of plans, the Commission sug-
gested that an effective evaluation system
was essential to keep a watch on the
progress of schemes and for keeping the
implementing agency adequately and
promptly informed of difficulties and
bottlenecks for taking necessary correc-
tive measures. Apart from evaluation and
appraisal by Government departments,
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evaluation through independent autono-
mous bodies like the agricultural uni-
versities and research institutions should
also be encouraged.

The responsibility for research and
development in agriculture lay mainly
with the agricultural universities, the
ICAR research institutes, and the States’
Departments of Agriculture. The agri-
cultural universities and the Central
research institutes should be entrusted
with fundamental and applied research
and the States’ Departments of Agricul-
ture with adaptive research which require
extensive experimentation on the
economics and adaptability to agro-
climatic regions. Each of the organisa-
tions should accordingly be adequately
strengthened with men, materials, and
facilities with appropriate mechanism for
coordination and cooperation amongst
the various agencies.

The Central Government should lib-
erally fund research work in agricultural
universities, not on a pro rata but rather
on the basis of need, to enable them to
come up to desired level. Research and
development funding in agriculture was
inadequate. This should be raised in a
phased manner in such a way that in
course of ten years or so it would con-
stitute about one per cent of the contri-
bution which the agricultural sector made
to the Gross National Product. Ten to

twenty per cent of the total plan outlay
under agricultural development pro-
grammes should be earmarked in the
State budget for agricultural& education
and research.

The ICAR should, with the help of its
scientific panels, undertake to draw up
long term plans of fundamental and
applied research, identify gaps in infor-
mation, and assign them for execution to
appropriate scientists, universities, and
search institutes. Ad hoc schemes of
research, basic to agriculture, emanating
from the universities should be liberally
funded. The ICAR should concentrate
more on problems of national importance
and develop suitable coordinated pro-
grammes, provide funds, and evolve
mechanics of coordination. All research
work of local importance should be car-
ried out by the agricultural universities
and the States’ Departments through their
own organisations. A fresh look was
necessary with regard to the all India
coordinated research projects in respect
of their criteria, location, funding,
administration, evaluation, and
follow-up. The ICAR research institutes
shouldbe spread evenly over thedifferent
agro-climatic regions. For this purpose,
they should preferably be of small and
medium sizes having more specific and
restricted objectives so that manageabil-
ity and viability were assured. Research
management required specialised
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training, which every head of an institu-
tion should acquire. With the existence of
agricultural universities, there was no
need for the ICAR institutes to have any
regular academic programmes of teach-
ing and degree- awarding. They should
also refrain from any commercial
production and restrict themselves to
researches on development and perfec-
tion of the products.

The ICAR had introduced cadres of
Agricultural Research services. For the
initial induction, the candidates for
Agricultural Research Service should
possess research experience and evi-
dence of research capability, making it
necessary to raise this innovation on the
quality of research output should be
watched and evaluated before any further
changes were introduced.

The Commission noted that agricul-
tural education at the higher levels was
well attended to but it was neglected at
lower and middle levels. The need for
trained men at the lower levels was
enormous having a high potential for
employment’. For this purpose, voca-
tional training and non-degree and non-
formal education in agriculture had to be
organised on a massive scale. The ICAR
should insist on the creation of an
inter-university task group which would
study the employment opportunities of
agricultural graduates and formulate

necessary action programmes. The
agricultural universities should act as a
link between their graduates and the
prospective employers.

The Commission also stressed the
need for building up a highly competent
organisation with expertise in mass
communication and ability to make
appropriate use of mass communication
media. The Directorate of Extension at
the Centre should be strengthened and
placed in the Department of Agriculture
under the Principal Secretary. The
Directorate should be the source of
technical guidance and advice regarding
extension organisation, extension train-
ing, and communication, and should be
headed by an Extension Commissioner
who should be a technical officer of the
rank of Additional Secretary.

Extension of results of agricultural
research should be based on well laid out
demonstrations. For this purpose, the
National Demonstration Programmes
should be streamlined. Farmers trained
under Farmers’ Education and Training
Programme should be involved in
extension work. There should be at least
one Farmer Training Centre for every 15
blocks. Such programmes should spe-
cifically include the training of women in
the rural areas, at the middle and lower
levels. Special curricula bearing on sub-
sidiary occupations, nutrition and food
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habits, and population education should
be introduced in the case of women
trainees.For this purpose, a separate wing
under the supervision of trained women
staff should be set up in the training
centres. It would be necessary to put
across specialbroadcasts for women. The
Mahila Samities organised under the
Applied Nutrition Programme could be
suitably expanded to enable them to act
as a discussion forum for women. The
sections of home science and nutrition
education in the Directorate of Extension
in the Centre should be suitably
strengthened so that they could provide
the desirable national leadership. All
such programmes handled by other
departments and universities should be
brought into its fold.

The Departments of Agriculture/A-
nimal Husbandry Fisheries at the State
level should have overall responsibility
for extension work and should also be
responsible for suggesting field problems
and formulating new farm technology,
conducting field trials, and demonstra-
tions, and, along with the agricultural
universities, organisation of training
programmes, etc. The Central Director-
ate of Extension would be responsible for
coordinating extension and training
activities in the country and laying down
the broad principles 3 for the nation in the
field in consultation with the States. The
Central agency should also conduct

sample assessment of the extension and
training programmes with a view to
drawing conclusions of value for
improvement of these programmes. It
should maintain up-to-date data on
manpower requirements in the context of
development programmes.

Having recommended such highly
centrally directed agricultural adminis-
tration and organisation of research,
education, and extension, the
Commission did not fail to suggest that a
careful review be undertaken of the cur-
rent procedures with a view to decen-
tralising the power of decision making as
far as possible. One wonders why the
Commission itself did not undertake this
task for six years from 1970 to 1976 when
it was sitting. It seems that the Commis-
sion did not see much possibility of
decentralising decision making and
indeed probably did not even believe in
decentralisation. Its vision was essen-
tially imperial, namely, of a direct and
single line of control and command.

Fifth Five Year Plan (1974-79)

At the beginning of the Fifth Plan
(1974-79). there were 72 agricultural
colleges, 22 veterinary colleges, 2 dairy
colleges and 8 agricultural engineering
colleges. During the. Fifth Plan period,
the number of agricultural, veterinary,
and agricultural engineering graduates
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was estimated at 25,500, 4,200, and
1,400, respectively. It was expected that
these would be sufficient to meet the
agricultural manpower requirements of
the Fifth Plan. Hence, the main emphasis
in the Fifth Plan was to be on improve-
ment of standard and quality of educa-
tion, orientation of curricula and courses
to suit the changing needs of agricultural
development, strengthening of inter-
institutional collaboration, and develop-
ment of centres of excellence.

There were 19 agricultural universi-
ties. While some of them were well
developed, a number were still at a
nascent stage. During the Fifth Plan
period, while older universities were to
aim at further development in selected
fields, the new universities were to build
up requisite facilities. Each agricultural
university was expected to draw up a plan
for its academic and campus develop-
ment. It was also contemplated that
agricultural universities would give
particular attention to development pro-
grammes involving work experience and
practical training so as to make the
students not only more employable but
also capable of learning through self-
employment. The avowed objective of
establishing agricultural universities was
to facilitate integration of research,
teaching, and extension education.
However, in practice, significant devi-
ations had taken place. The Fifth Plan

document called upon the ICAR to
formulate requisite criteria and make
financial assistance to the agricultural
universities conditional upon their
meeting such criteria.

Considerable regional imbalance in
the agricultural educational structure had
developed. Three States, namely , Uttar
Pradesh, Maharashtra and Rajasthan
accounted for nearly two-thirds of the
annual intake for higher agricultural
education. About one-third of the total
agricultural colleges in the country were
located in Uttar Pradesh. A number of
them were sub-standard. The Plan doc-
ument stressed the need for upgrading
some of these colleges and reorganising
others as farmers’ training centres. There
was also abnormal student wastage.

In the Fifth Plan, a number of agri-
cultural polytechnics, called Krishi
Vigyan Kendras, were proposed to be set
up. They were to be run by either agri-
cultural universities or ICAR institutions
and provide in-service training to the
extension staff of the departments of
agriculture, animal husbandry, and
fisheries, and public/private sector cor-
porations, and to impart technical skills
to selected farmers. They were to cater to
the needs of those who were either
already in employment or were self-
employed. No diplomas were to be
awarded by the Kendras. The emphasis
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was to be on imparting practical training
in techniques which were of immediate
relevance to the region concerned.

Farmers’ Training

In the Fourth Plan, a centrally spon-
sored programme of farmers’ training
was contemplated in 100 districts. At the
beginning of the Fifth Plan, the pro-
gramme was operational in about 80
districts. The main shortcomings were:
Out of the 80 centres, full complement of
staff was not present in 21 districts;
programme coverage was too thin, so that
a farmer could attend one of the training
courses only once in three or four years;
and involvement of district level func-
tionaries was inadequate. In the Fifth
Plan, the first task was to rectify these
shortcomings. It was also contemplated
to extend the programme to another 100
districts. In this, districts covered by
important programmes for development
of commercial crops and pulses were to
be given priority.

The programme of national demon-
strations covered about 100 districts by
the beginning of the Fifth Plan, but the
quality and effectiveness of demonstra-
tions had been rather uneven. In the Fifth
Plan, the number of districts was
proposed to be reduced to 50. The idea
was to locate the demonstrations in the

vicinity of agricultural universities/ins-
titutes so that the staff of the universities
and the institutes could give the necessary
guidance. Suitable provisions were also
made in the State Plans for farmers’
training programmes and also for local
verification of trials and demonstrations.

Sixth Five Year Plan (1980-85)

The Sixth Five Year Plan summed up
the position of the ICAR thus: The Indian
Council of Agricultural Research is the
apex body at the National level with
principal mandate to promote, aid, and
coordinate research in the areas of agri-
cultural/ animal sciences, fisheries, and
agricultural engineering. The Council
has also the unique feature of promoting
higher agricultural education including
extension education. The triple function
of research, education, and extension
education was implemented through 34
Central Research Institutes, the National
Academy of Agricultural Research
Management, five Project Directorates
and 54 All India Coordinated Research
Projects under the Council and 21 Agri-
cultural Universities located in the State
Sector. During the Sixth Plan, National
Research Centres with eminent scientists
were to be established and a National
Agricultural Research Project started to
enhance capabilities of Agricultural
Universities to locate specific research in
each of the agro-climatic zones. This
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empire of the ICAR was called a national
grid of cooperative research and in it the
Central Institutes and the State Agricul-
tural Universities were said to be equal
partners. It was said that the systemaimed
at achieving maximum complementarity
of resource use with a view to strength-
ening mission-oriented research.

The Agricultural Universities were
set up to bring about an integrated
approach to education, research, and
extension and the responsibility of
research had been transferred to the
Agricultural Universities. However, in
this process, the links between research
and extension had tended to become
weak in some cases. Therefore, during
the Sixth Plan period, linkages between
development departments and Agricul-
tural Universities were proposed to be
strengthened. Agricultural Universities
were to play a leading role in organising
farmers’ fairs, extension training, and
‘lab to land’ programmes. Two new
Agricultural Universities were to be set
up in Jammu and Kashmir and South
Bihar.

It had become increasingly difficult
to implement many of the research pro-
jects/programmes in tribal and backward
areas due to lack of competent technical
manpower and specialists. Hence, a
Comprehensive Project of additional
compensatory benefits was sanctioned

for scientists of the ICAR to attract them
to such neglected areas. A programme of
Human Resource Development was
started to provide financial assistance to
deserving students from tribal and
backward districts for higher studies up
to post-graduate level, so that they could
go back to their areas and help develop
them. The educational programmes in the
agricultural universities were to be
strengthened to improve their quality and
tomake them .increasingly relevant to the
development needs of the country.
Higher educational programmes to train
the required manpower for research in
different branches was tb receive special
attention. The Krishi Vigyan Kendra
programme (KVKs) started towards the
end of the Fourth Five Year Plan was to
be further strengthened. The National
Academy for Agricultural Research
Management (NAARM), which was set
up at Hyderabad during the Fifth Plan
period for imparting better management
skills to research scientists, was to be
fully developed to train the new entrants
and in-service personnel at various levels
in ICAR institutes, Agricultural Univer-
sities and in States and Central Govern-
ment development departments.

With the assistance of the World
Bank, the agricultural extension set up
was reorganized on the basis of what is
called the Training and Visit (T & V)
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system. It aims primarily at greater pre-
fessionalisation of extension staff, and, is
designed to transfer technology from the
research stations to the farmers, step by
step, through the mechanism of work-
shops between research scientists and
subject matter specialists of the extension
service for two days every month, fol-
lowed by training of field level Agricul-
tural Extension Officers (AEOs) and
Village Level Workers (VLWs) by teams
of subject matter specialists at the sub-
divisional level for one day every two
weeks and visit by the VLWs to groups
of farmers on fixed days every two weeks
according to a well defined schedule. By
1984-85, the reorganised Extension
System was in operation in 13 major
States. Steps were taken to undertake
training of women and the weaker sec-
tions, including Scheduled Castes and
Scheduled Tribes. Tours were arranged
for farmers from agriculturally less
developed areas to developed areas so
that they would be acquainted with
improved agricultural practices.

Working Group on Agricultural Pro-
duction for the Formulation of the
Seventh Five Year Plan, September
1984

In October 1983, the Planning Com-
mission constituted a Working Group on
Agricultural Production, Extension and
Administration for the formulation of the

Seventh Five Year Plan. The Working
Groupsubmitted its Report on September
30, 1984. It examined the working of the
T & V system of extension and listed a
number of problems, both administrative
and technical, that the States encountered
in setting up the system. The system was
expected to ensure more effective utili-
sation of the large infrastructure that had
been created with only marginal
strengthening. But, evidently, recruit-
ment of a large number of field-based
staff like Village Extension Workers
(VEWs) and AEOs became necessary.
The Working Group noted that this posed
a formidable problem because of inevi-
table procedural delays in finalising
recruitment rules, promotions, transfers,
etc. Escalation of prices of building
materials and motor cycles further com-
pounded administrative problems. Sud-
den transition from a multi-purpose
extension system with no linkage with
research, no regularity of visit and prac-
tically no training at all, to a highly
structured system involving close
supervision, required orientation of the
extension personnel within a short
period. This proved difficult. In several
states, the extension personnel continued
to be burdened with heavy paper work
and non-extension duties, because of a
number of subsidy-oriented schemes
involving subsidies to individual farm-
ers. There was also lack of commitment
on the part of some States to professional



144 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

extension service. Finally, the manage-
ment system of Agriculture Departments
of many States was not capable of giving
the kind of service that was needed. The
Working Group suggested that it was
necessary for the Ministry of Agriculture
to have periodical discussions with the
State Governments at a senior level, so
that these problems were tackled satis-
factorily, before these states move to the
second phase of T & V.

Other points made by the Working
Group were : (a) Extension staff tends to
work in a very insular fashion, without
establishing proper linkage with other
institutions, particularly input organisa-
tions. While extension staff are not meant
to handle inputs, they should advise the
farmers about inputs, their availability,
etc., and should, in the fortnightly train-
ingsessions, bring to thenotice of Subject
Matter Specialists (SMSs) any problems
regarding inputs which the farmers might
be facing. (b) Extension staff should
advise farmers on many aspects related
to farming, such as, simple tests to find
out whether fertilisers are genuine or
adulterated, need to preserve the certifi-
cation tag of the seed bought, etc. (c)
VEW’s should listen to farmers’
problems so that the specific targets
expressed in terms of adoption levels of
the farmers. The achievement of the tar-
gets should be measured by the moni-
toring and evaluating wing and by the

supervisory staff, and not through reports
obtained from extension staff them-
selves.

The Working Group referred to the
location - specific research programmes
for different farming situations which
were being introduced under the National
Agricultural Research Project (NARP).
Under the NARP, a number of research
stations in different ago-climatic zones
were being set up. The Group recom-
mended that extension must play a major
role in feeding the research stations with
the problems of the farmers, so that in the
formulation of research programmes,
these can be taken note of.

There was also need for a better
overall appreciation and understanding
of the pre-requisites of an extension
system. These included (a) field super-
vision which was the most essential fea-
ture of an extension system. In many
states, however, supervisory posts were
either not created promptly or not filled.
Without field supervision, the entire
investment in the extension system is
wasteful; (b) mobility -it was futile to
recruit and train large numbers of
extension staff and keep them immobile;
(c) training - in a number of states
extension staff were not sent for training
for reasons of economy; (d) extension
projects should cover all the components
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of supervision, training, research sup-
port, and visual aids and should not be on
a piecemeal basis; there was need for
better appreciation of the importance of
a professional extension system.

Seventh Five Year Plan (1985-90)

The Seventh Plan referred to the
experience of the T & V system and
reiterated the need for (a) coordination
between T & V system and supply of
inputs and related services; (b) linkage
between the Research Institutions,
Agricultural Universities and Extension
set-up in different States; (c) orienting
extension programme to specific condi-
tions; and (d) strengthening of opera-
tional functionaries by equipping them
with adequate professional skills and
exposing them through actual field visits
and suitable incentives and recognition.

A new project called the National
Agricultural Extension Project (NAEP)
was taken up with World Bank assistance
in September 1984. It had three compo-
nents; (i) the State component covering
where the on-going extension projects
had already been completed and the
second phase was to be introduced; (ii)
the Central Sector Project for strength-
ening the Directorate of Extension,
Extension Educational Institutes, and the
setting up of a National Institute of

Extension; and (iii) the Centrally Spon-
sored component consisting of special
sub-projects to bridge the gaps and rectify
weaknesses in the on- going projects.

By 1986-87, of the 17 major States
where Training and Visit system was in
operation, 10 States had completed the
project period of five years. To consoli-
date their experiences, the National
Agricultural Extension Project (NAEP)
was brought under operation in three
separateparts. Under the first phase of the
project (NAEP-I), the States of Madhya
Pradesh,Rajasthan andOrissa were taken
upfor further improvement of the system.
Centrally Sponsored Special sub-
projects were draw up from time to time
to bridge gaps in the on-going extension
system. The second phase of the project
(NAEP-II) was taken up for the States of
Gujarat, Haryana, Karnataka and Jammu
& Kashmir and was largely devoted to
strengthening the State component of the
system. The third phase
(NAEP-III) which had been negotiated
with the World Bank, besides covering
some Central Sector and Centrally
sponsored components, was also to cover
extension projects in a number of States,
other than those in the first and second
phase.

The Central Sector sub-project, ‘op-
erational costs’ had the sub-components:
(i) Internal Consultancy, (ii)
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Inter-disciplinary teams, (iii) Consul-
tancy for identification and preparation
of projects, and (iv) Organisation of
workshops and seminars. The internal
consultancy programme covered special
studies on (i) extension cadre manage-
ment, (ii) information support, (iii)
research linkage, etc. The
inter-disciplinary teams reviewed the
State extension projects. Clearly, agri-
cultural extension was becoming and
more professionalised.

The Directorate of Extension, in the
Central Ministry of Agriculture, contin-
ued to guide the State Departments of
Agriculture in planning, coordinating,
implementing, and evaluating the train-
ing programmes for extension personnel,
farmers, farm women, and farm youth.
For upgrading extension functionaries
working under the T & V system, inten-
sive pre-service and in-service refre-
sher/special training programmes were
organised. In addition, the Extension
Education Institutes at Anand (Gujarat)
and Rajendranagar in Hyderabad (And-
hra Pradesh) imparted post-graduate
training in Extension. These two
Institutes and the Extension Education
Institute at Nilokheri (Haryana), were
meeting the Subject Matter Specialists
specially in the areas of extension
teaching methods and communication
techniques. Training support was also
provided by these Institutes in areas like

social forestry, horticulture, animal
husbandry, etc. A net-work of Gramse-
vak Training Centres/Extension Training
Centres and Farmers’ Training Centres
imparted pre-service/in-service training
to the grass-root level extension func-
tionaries and farmers.

ANational Centre for Management of
AgriculturalExtension wasestablishedat
the National Institute for Rural Devel-
opment, Rajendranagar, Hyderabad. The
objectives of the Centre are: (i) To gain
overall insight into Agricultural Exten-
sion Management System and Policies
together with operational problems and
constraints at each step and stage; (ii) To
identify, appreciate, and develop modern
management tools, techniques in
problem-solving approaches and utilis-
ing the mechanism of personnel man-
agement, resources management, input
management and finally the conflict
management at the organisational level;
(iii) To develop skills in organising
need-based field programmesfor training
and retraining of higher level function-
aries for executing extension pro-
grammes at apex level; (iv) To conduct
policy-cum- programme oriented
researches in the area of Agricultural
Extension Management as sequel to
provide feedback to training pro-
grammes; (v) To develop systematic
linkages between the national and
international institutions of outstanding
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accomplishments in the field of Agri-
cultural Extension Management, which
will also participate in the activities of the
Centre; (vi) To forge linkages with
national institutions located in the
vicinity of Hyderabad under suggested
programme of institutional collaboration
and employment of internal consultants;
and (vii) To serve as a repository of ideas
and develop information, communica-
tion and documentation services, etc. The
Centre organises mining courses in
Agricultural Extension Management for
master- trainers and senior and middle-
level managers in agriculture.

For in-depth training in subject mat-
ter, fifteen State Agricultural Universi-
ties and State-Level Institutes were
identified as Institutes of Advanced
Training. The State Agricultural Uni-
versities and other Institutes would take
care of the training needs of grass root
extension workers and others meeting 95
per cent of the training needs.

The pace of implementation of the
extension projects was not uniform in all
the States. In some states there were
serious problems mainly due to inade-
quate funding and delay in the recruit-
ment and placement of personnel and
execution of civil works. Nevertheless,
the Mid-Term Appraisal of the seventh
Plan found that the overall conclusion of
the various evaluation studies was that

the reformed extension had induced
positive changes both institutional and
economic. Of course, first, farmers’
education was replaced by professional
extension and then by its management.

Reorganisation of the Ministry of
Agriculture, 1985

In early 1985, the Ministry of Agri-
culture was reorganised to constitute
departments having a direct bearing on
agricultural production, namely,
Department of Agriculture and Cooper-
ation, Department of Agricultural
Research and Education, Department of
Rural Development, and Department of
Fertilisers. Of these, the Department of
Agriculture and Cooperation is organised
into 24 Divisions and 2 Cells. In the
implementation of various policies and
programmes, the Department is assisted
by its three Attached Offices, 63 Subor-
dinate Offices, three Public Sector
Undertakings, eight Autonomous Bodies
and fifteen National Level Cooperative
Federations. The Department of Agri-
culturalResearchand Education (DARE)
provides the necessary governmental
linkages for the Indian Council of Agri-
cultural Research (ICAR) and is intended
basically to provide administrative
services and support to the ICAR. The
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Director-General of the ICAR is the
Secretary to the Government of India in
the DARE.

Indian Council of Agricultural
Research

Within the overall framework of
government policies, the ICAR is vested
with full authority to determine basic
strategies, formulate operational poli-
cies, develop necessary programmes, and
ensure their implementation on sound
technical and economic principles. The
main idea of the reorganized set-up of the
ICARis tovest it withautonomyessential
for the effective functioning of a scien-
tific organisation and to deal with sister
departments of the central government,
with state governments and with inter-
national agricultural research centres
through the DARE. The ICAR is the apex
organisation for all agricultural and ani-
mal husbandry research and education in
the country, with 41 institutes in
operation as on 31st March 1987. There
were10 National ResearchCentres at that
time and 10 more Centres were to be set
up. There were also 4 National Bureaux,
one each under Crop Sciences, Soil Sci-
ence, Animal Sciences, and Fisheries. In
addition, as on 31st March 1987, there
were in operation 78 All India coordi-
nated Projects, including 9 Project
Directorates, 4 Transfer-of-Technology
Projects in Agricultural Extension, and 5

Projects from Agricultural Produce Cess
Funds for Guar, Betelvine Acarology,
Weed Control and Animal Energy.

The ICAR operated 18 schemes under
the agricultural education programme
covering three major aspects, viz., (i)
institutional development, (ii) qualitative
improvement of agricultural education
and research; and (iii) manpower devel-
opment. The ICAR was also imple-
menting the National Agricultural
Research Project (NARP) to strengthen
the regional research capabilities of the
agricultural universities for conducting
need-based research. The project came
into effect in January 1979 and Phase I of
the NARP terminated on September
30,1985. During Phase I, the research
reviews of 22 agricultural universities
(covering 16 States except Jammu &
Kashmir) were completed. The reviews
provided detailed information on each
agro-climatic zone in the state, the con-
straints in production and the research
requirements of the zone. Based on the
information, investment proposals for
strengthening the research programmes
and for rationalisation of the research
organisations of the state, were being
formulated. Out of the 127 agro-climatic
zones identified under the jurisdiction of
23 agricultural universities, 81 research
sub-projects had been sanctioned up to
March 31, 1985. In phase II of the Project
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commencing October 1, 1985 all agri-
cultural universities were eligible for
assistance subject to effective
implementation of Phase I and the
acceptance of the basic eligibility con-
ditions by the universities. There were 26
State Agricultural Universities, which
had functional linkages with the ICAR.
By the end of the Sixth Plan, about 9,600
seats for agricultural graduates were
available in 85 agricultural colleges in the
country. These colleges were either part
of the 26 agricultural universities
or affiliated to traditional universities.
The erst-while Central Staff College,
now re-designated as the National
Academy of Agricultural Research
Management (NAARM), has been
functioning since 1976 and is training
new entrants to the Agricultural Research
Service, besides giving orientation
courses to senior scientists including
directors of institutes.

The transfer of technology pro-
gramme of ICAR involved four major
projects, namely, National
Demonstrations, Operational Research
Projects (ORP), Krishi Vigyan Kendras
(KVK), and Lab-to-Land Programmes.
About 2,500 National Demonstrations in
47 districts were being conducted annu-
ally at the beginning of the Seventh Plan,
while 38 Operational Research Projects
with 94 centers were operating through-
out the country. There were 89 Krishi

Vigyan Kendras and 8 Trainers’ Training
Centres spread all over the country.
Short- and long-term training courses
were started at the Kendras in crop pro-
duction, livestock production, horticul-
ture, home science, agricultural
engineering, fisheries and related
disciplines. In 1982-84, the Lab-to-Land
Programmes covered 75,000 small and
marginal farming families and landless
agricultural labourers.

The mid-term appraisal of the
Seventh Plan had pointed out that, in the
longer term, agricultural strategies must
be designed to work with local agro-
climatic features, particularly soil type,
climate including temperature and rain-
fall and its variation and water resources.
In November 1987, Government set up a
Central Committee under Chairmanship
of Member (Agriculture), Planning
Commission for organising agricultural
planning on the basis of agro- climatic
regions. The terms of reference of the
Central Committee were : (i) to organise
agricultural planning systems for the 15
Agro-Climatic Zones; (ii) to issue
instructions and background papers to
conduct techno-agro-climatic studies to
each of the planning teams; (iii) to work
out principles of integration of plans of
the ago-climatic regions with the State
and National Plans; (iv) to integrate
agricultural planning with animal hus-
bandry, fisheries, forestry, ago-based
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industries and allied sectors; (v) to
recommend appropriate schemes and
policies based on the findings of the
studies/surveys completed, for the rapid
agricultural development of the regions;
and (vi) to examine matters related to the
subject of planning for ago-climatic
regions.

In July 1988, guidelines were pre-
pared for planning at the agro-climatic
regional level for use of the Planning
Teams appointed for the different ago-
climatic zones. According to the guide-
lines, the Planning Commission had
accepted the following regionalisation of
the national agricultural economy: (i)
Western Himalayan Region, (ii) Eastern
Himalayan Region, (iii) Lower Gangetic
Plain Region, (iv) Middle Gangetic Plain
Region, (v) Upper Gangetic Plain
Region, (vi) Trans-Gangetic Plain
Region, (vii) Eastern Plateau and Hills
Region, (viii) Central Plateau and Hills
Region, (ix) Western Plateau and Hills
Region, (x) Southern Plateau and Hills
Region, (xi) East Coast Plain and Hills
Region, (xii) West Coast Plain and Ghats
Region, (xiii) Gujarat Plain and Hills
Region, (xiv) Western Dry Region, and
(xv) Island Region.

A Central Planning Group was set up
to coordinate the planning studies to be
done at the level of each ago-climatic
region by the Planning labourers. Teams.

Each Planning Team could sub-divide its
zone into sub-regions. The guidelines
recommended to the Planning Teamwere
to first undertake a detailed study of
indicators relevant for agricultural
planning, preferably at the level of dis-
tricts. Such indicators were to include the
growth of population for each Census
Year since 1961, composition of the rural
and agricultural the work force, land
holdings, tenancy conditions, and land-
less labourers. Projections of the labour
force in agricultural and non-agricultural
sectors could be attempted. A district
level classification of the levels of
development and rates of growth of
different agricultural indicators - irri-
gated areas, cropping intensity, irrigation
intensity, fertiliser consumption and
application per hectare, tractorisation,
utilisation of pesticides, pumpsets, agri-
cultural credit and farm business
investments - should be made. A very
detailed analysis of cropping patterns
covering the principal crops of the region
as also the aerial spread of special crops
like fodder, fruits and vegetables, spices
and other high valued crops should be
undertaken. Other data to be collected
included spread of markets, credit infra-
structure, banks and cooperative soci-
eties, etc.

The need to look into the problems of
land use planning in each region was
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stressed. Similarly, land and water man-
agement questions would need to be
taken seriously. The Agro-Climatic
Regional Planning Teams should prepare
water balances for each identified sub-
region and a water development and
management strategy. Performance
indicators must be set, monitoring
mechanisms of a measurable nature
operationalised and a sense urgency to
these sector The guidelines suggested a
number of other programmes for devel-
opment of agroprocessing and agro-
processing and agro-support activities,
improved technology and management
needs to be designed for improvement of
delivery systems for agricultural services
and inputs, etc.

Eighth Five Year Plan (1990-95): Per-
spectives and Issues

The Planning Commission circulated
a draft of its views on planning for the
Eighth Five Year Plan, 1990-95. It
mentioned that the Eighth Plan must aim
at a more diversified agriculture in terms
of both activities and regions. Inter-
regional productivity differentials must
be overcome. A more diversified crop
mix and land use Pattern must be aimed
at and improved land and water man-
agement strategies implemented. The
promotion of agro-processing as an
integral Part of regional agricultural
plans is essential.

There has to be a conscious design of
policies which can organise and activate
institutional systems which provide
support to the small peasant structure of
the Indian agricultural economy. In
addition to the designing of more
appropriate technological systems of
land and water management and seed and
other input systems, a more efficient and
widespread distribution system for
peasant support is a precondition to
agricultural growth in the next phase.
Input distribution systems which are
targeted to specific agricultural institu-
tional categories of rural producers need
to be designed. The agro- climatic
regional project will have to organise the
details of the big questions of land use as
between crop production and other
agricultural activities and the regional
specialisation of agricultural crops. High
levelmanagement and planningexpertise
will need to be used to design and oper-
ationalise such policies. The ago-climatic
regional project will provide planning
back-up, but the details will have to be
integrated into the district and State level
plans.

Thus, after forty years of try-out,
administration for agricultural develop-
ment has boiled down to management
systems with an interface for
systemsmanagement. This is typical of
what happens when the vastness and the
variety of the problem is recognised but



152 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

there is unwillingness to decentralise.
Reality is conceived as a set of systems
and variation is reduced to differences in
parametric values. High level manage-
ment in high places does the rest.

To see the road we have travelled, it
is worth recalling the vision in the First
Five Year Plan. The First Plan began with
a recognition that the problems of Indian
Agriculture are far more fundamental
than is commonly recognized and that
many of them are inherent in the structure
of the rural economy. It was emphasized
that the central problem was to change
the character of agriculture from subsis-
tence farming to economic farming and
that the uneconomic holdings were at the
root of many of the difficulties. A solu-
tion was sought in organizing agriculture
into two sectors : (i) holdings above a
prescribed level organised into private
registered f-s; and (ii) the smaller hold-
ings brought together into co-operative
farms A Village production would guide,
supervise, direct or control the registered
farms and the co-operative farming
societies in each village. The main
functions of the council were : (i) to frame
programmesof production to be achieved
at each harvest by the village; (u) to frame
budgets of requirements for supplies and
finance needed; (iii) to assess results
attained at each harvest; (iv) to act as the
channel through which all Government
assistance is provided to the village; (v)

to take steps to bring under cultivation
land lying uncultivated; (vi) to arrange
for the cultivation of land not cultivated
or managed by the owners; (vii) to assist
in securing minimum standards of tillage
to be observed in the village; and (viii) to
assist in the procurement and sale of
surplus foodgrains.

If that was village utopia, the present
one is science fiction. A more realistic set
up of administration for agricultural
development in India must move to the
State capitals and further down to the
agricultural universities. It is high time
that the role of central ministries, insti-
tutions, and agencies is reduced to a
minimum; to functioning as a clearing
house of information and providing
administrative support to mutual con-
sultation between state governments and
agricultural universities. The emphasis
must shift away from management to
agricultural research and education of the
farmer rather than training of the exten-
sion officer.
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DEVELOPMENT OF INSTITUTIONAL FINANCE
FOR AGRICULTURE IN INDIA

V.M.Dandekar and F.K.Wadia 

The beginning of institutional finance for agriculture in India goes back to
1793 when the system of taccavi loans was introduced. Subsequent important
landmarks are the Land Improvement Loans Act, 1883, the Co-operative Credit
Societies Act, 1904, the report of the Rural Banking Enquiry Committee. 1950, the
report of the Committee of Direction of the All-India Rural Credit Survey. 1954,
which advocated state participation in cooperation at all levels, establishment of
the State Bank of India with major state participation in 1955, nationalisation of
fourteen largest commercial banks in 1969, establishment of 48 Regional Rural
Banks in 1976-77, and of the National Bank of Agriculture and Rural Development
in 1982. By 1985,40 per cent of the rural credit was provided by these several
institutions. The rest 60 per cent was still supplied by the moneylender. The small
and marginal cultivator is dependent on the moneylender to a much greater extent.
Moreover, overdues have been mounting and are now threatening the flow of credit.
The situation demands a new and fresh thinking.

Introduction

The purpose of this paper is to review
the development of institutional finance
for agriculture in India. Only official
sources of information have been used.

A cultivator is in almost perpetual
need of credit both for production and
consumption. Traditionally, his needs
were met by the landlord-trader-
moneylender complex involving usuri-
ous interest rates and other exploitative
practices. Official cognizance of his
needsgoes back to 1793, when the system
of taccavi loans was introduced provid-
ing loans at low rates of interest for

agricultural improvements, mainly for
the digging of wells. During the rule of
Lord Mayo (1869-1872), the Land
Improvement Act, 1871 was passed. It
was amended in 1876 and repealed in
1883 when a more comprehensive piece
of legislation was enacted, viz., the Land
Improvement Loans Act, 1883, ‘to con-
solidate and amend the law relating to
loans of money by the Government for
agricultural improvements’. The pur-
poses for which loans were to be granted
for improvements were specified to
include construction of wells, tanks and
other works; preparation of land for irri-
gation, drainage and reclamation; per-
manent improvement of land for

V.M. Dandekar is a Professor and Ms F.K. Wadia is a Research Fellow of the Indian School of Political Economy, Pune.



158 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

agricultural purposes and renewal or
reconstruction of any of these works.
Loans were to be granted on the security
of land. Where the amount of loan did not
exceed three-fourths of the value of the
applicants’ transferable interest in the
land after improvements had been made,
no collateral security was required;
otherwise further security was required.
The rules in most States provided for an
interest at the rate of 6-1/4 per cent per
annum. Loans were to be repayable in
instalments which could be extended
over a period of thirty-five years
depending upon the durability of the
work or the purpose for which the loan
was advanced. The Agriculturists’ Loans
Act waspassed in August 1884 to provide
for the advance of loans to the owners and
occupiers of arable land for the relief of
distress, the purchase of seed or cattle or
any other purpose not specified in the
Land Improvement Loans Act, 1883 but
connected with agricultural objects.

Government finance continued to be
channelled under the provisions of the
Acts of 1883 and 1884. Some special
regulations for advancing loans for spe-
cific purposes like natural calamities,
pumping sets, agricultural machinery,
etc., were also passed by a number of
States/Provinces.However, defects in the
working of the Acts continued to be
commented upon. In 1903, the Irrigation
Commission pointed to a number of

defects, such as high rate of interest,
rigidity of collection, the onerous terms
regarding periods of repayment, delays in
distribution and conditions, relating to
securities required, etc. The Punjab Land
Revenue Committee, 1938 was of the
opinion that the unpopularity of Gov-
ernment loans was due to the petty
exactions of subordinate revenue staff,
delay in obtaining money, the necessity
of repaying on a fixed date, the failure of
the revenue officers to take any interest
in the grant of loans, and little account
being taken of harvest conditions and the
borrowers’ ability to repay when an
instalment was due. Commenting on
these findings, the Agricultural Finance
Sub-Committee of the Policy Committee
on Agriculture, Forestry and Fisheries,
1945, stated ‘It is clear, therefore, that the
difficulties which have resulted in the
comparative failure of State loans so far,
have been present almost since the
inception of the system and that if the
alternativeagency is to worksuccessfully
some other lines than those of the present
Taccavi work will have to be contem-
plated’ [Department of Education, etc.,
1945, Pp. 32-33).

Co-operative Finance

The co-operative movement was
started in India as a defensive mechanism
against the usurious money lender. Co-
operative finance gained recognition
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with the passage of the Co-operative
Credit Societies Act, 1904. The main
objects of the Act, which was limited to
primary cooperative credit societies only,
were (i) to provide for the constitution
and control of co-operative credit soci-
eties by an enactment specially adapted
to their organisation and aims, (ii) to
confer special statutory privileges and
concessions upon them with a view to
encouraging their formation andassisting
their operation and (iii) toensure that they
were co-operative in name as well as in
spirit. The Co-operative Societies Act of
1912 was made applicable to all types of
societies, credit and non-credit. The real
stimulus to the co-operative movement
came following the recommendations of
the Maclagen Committee in 1915. That
Committee had recommended the setting
up of a three-tier organisation comprising
primary agricultural credit societies at the
village or base level, central banks at the
district level and provincial banks at the
apex or provincial level. Accordingly,
changes in the co-operative credit struc-
ture were initiated by the Government of
India [Reserve Bank of India, 1915, p. 5].
Cooperation became a provincial trans-
ferred subject with the passage of the
Government of India Act, 1919. The
movement expanded rapidly in some
states, but lagged behind in others. There
was a setback in the progress of the
movement in the 1930s, as a result of the
Depression. The rise in agricultural

prices that took place with the outbreak
of the Second World War, eased a diffi-
cult situation for the movement.

Two Committees set up by GOI in
1945 had commented on the working of
the cooperative credit institutions. In its
Report in July 1945 the Agricultural
Finance Sub-Committee had noted the
weakness of the apex institution of the
three-tier provincial structure. The
Committee made recommendations for
the relief of rural indebtedness, devel-
opment of private institutional credit
(commercial banks), regulation of
money-lending and the role of co-
operative agencies in financing agricul-
ture. It also recommended the setting up
of an Agricultural Credit Corporation in
each Province. Earlier in January 1943,
the Co-operative Planning Committee
was appointed to draw up a co-operative
plan for the country. In its Report, sub-
mitted in November 1945, this Commit-
tee did not agree to the setting up of
Agricultural Credit Corporations as
much time would be lost in the prepara-
tion of the scheme, enactment of the
legislation, and setting up of the requisite
organisation. Instead the existing three-
tier co-operative institutions should be
suitably strengthened and provided with
the necessary share capital and finance.
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The co-operative credit agencies thus
included the primary co-operative credit
society at the village level, which was the
basic unit in the short-term credit struc-
ture. The primary societies were usually
federated into banking unions or central
co-operative banks and these again into
the State/Provincial co-operative bank
which functioned as the apex institution
for the whole State. The long-term credit
needs of the agriculturists were supplied
by the land mortgage banks. At the top of
these layers was the Reserve Bank of
India (RBI) which could provide finan-
cial accommodation to the co-operative
movement for seasonal agricultural
operations and the marketing of crops, as
well as for non-agricultural purposes
through theState co-operativebanks. The
Reserve Bank functioned as a lender of
the last resort to the Provincial/State co-
operative banks also and its loans to the
co-operative banks carried a
concessional rate of interest, 2 per cent
lower than the normal rate to other
commercial banks. A number of fiscal
and other privileges were also granted to
the co-operative institutions. These
included exemption from income tax,
stamp duty, and registration fee; prior
claim after Government on the agricul-
tural produce for the recovery of loans;
exemption of shares or interest of

members from attachment; and exemp-
tion of the society’s loans from the
operations of debt relief enactments.

Independence and After

Thus, at the time of Independence,
finance was being advanced to agricul-
turists by the Government, departmen-
tally in the form of loans and grants, and
through the co-operative credit agencies.
In 1948-49, there were 112 thousand
primary agricultural credit societies with
a membership of about 4.4 million, Loans
advanced in that year by these societies
amounted to Rs. 14.04 crore. Loans and
grants given under the Land Improve-
ment Loans Act, 1883 and the Agricul-
turists Loans Act, 1884 totalled to about
Rs. 8.5 crore. These advances to the
cultivators formed only a very small
percentage of the total needs of Indian
agriculturists which were estimated at the
time to be between Rs. 500 crore and Rs.
800 crore, the bulk of which continued to
be met by the private money-lender. This
was corroborated by the findings of the
All-India Rural Credit Survey of the
Reserve Banks of India, (RCS) in
1951-52, which found that professional
and agriculturist money-lenders together
supplied about 70 per cent of the total
borrowings, while the Government
agencies, the co-operativemovement and
the commercial banks together supplied
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only 7.3 per cent of the total credit
requirements [Reserve Bank of India,
1954, Vol. II, p. 167].

The co-operative credit movement
was very unevenly developed over the
various States. Nearly 63 per cent of the
loans were distributed in only two States
- Bombay and Madras - where the
movement had made progress due to the
special attention paid to its development
by the State Governments. The rates of
interest on co-operative loans in most
states were high. Another unsatisfactory
feature of the movement was its failure
to mobilise rural savings in any large
measure. Again, while professional
management of credit co-operatives was
considered necessary, it was not empha-
sised.

There were five central and 283 pri-
mary land the mortgage banks in 1948-49
with advances total ling abut Rs. 2 crore.
The bulk of the loans was given for
redemption of old debts. Again, as in the
case of co-operative credit societies,
barring Madras and to some extent
Bombay and Mysore, land mortgage
banks had not made much progress in the
country. Also, the banks did not touch the
main agricultural population. They
catered to the rich and big agriculturists,
some of whom were absentee landowners
renting out lands [Reserve Bank of India,
1954, Vol. II, p. 225].

The dominant position of the
money-lender was due to two basic facts:
the weak financial position of most of the
borrowers, and their requirements of
credit in small amounts for urgent but
unpredictable needs, to which the
money-lender had completely adapted.
The co-operatives and the State supplied
credit for specific productive purposes,
whereas the requirements of the bor-
rowers were largely for family purposes.
The RCS had reported that, in
1951-52,46.9 per cent of the borrowings
by cultivators and 69.9 per cent by
non-cultivators was for family purposes.
Borrowing for expenditure on the farm
constituted 42.1 per cent of the total
borrowings by cultivators and 7.1 per
cent by non-cultivators [Reserve Bank of
India, 1956, Vol. I, p. 265].

In November 1949, GOI appointed
the Rural Banking Enquiry Committee to
consider, among other terms of refer-
ence, the measures that could be imme-
diately adopted for the extension of
banking facilities in rural areas. The
Committee submitted its report in May
1950. It expressed the view that no uni-
versally applicable pattern or machinery
could be laid down for all regions;
adequate machinery should be developed
in conformity with local circumstances,
traditions and ideas. The Committee felt
that ’the assumption generally made that
the State would be able to raise from
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somewhere vast amounts of capital to be
put at the disposal of such machinery’
was unrealistic. If the problem of rural
credit was to be tackled properly, ‘the
machinery to be established for the pur-
pose must keep in view the necessity for
tapping rural savings in order to obtain
the funds necessary for its operations’.
The Committee favoured a co-operative
credit structure and said: ‘In any scheme
for the setting up of a sound and efficient
system of agricultural finance, sufficient
emphasis must be laid on the building of
a sound structure of primary institutions
- whether co-operative credit societies or
multipurpose societies, on the basis of
limited liability or unlimited liability, as
the case may be. The weakness of the
co-operative structure seem to lie mainly
in these institutions where it comes
directly into contact with the rural people
rather than in the superstructure, and
more thought and effort should be
devoted to their development. No other
alternative machinery of a suitable type
appear to be available at the primary level
and the generally favoured plan now is
the establishment of strong multipurpose
societies able to employ competent paid
staff, for each group of contiguous vil-
lages’ [Ministry of Finance, 1950, Pp.
49-50]. Regarding long-term credit, the
Committee said that the land mortgage
banks were the most appropriate agencies
for the purpose.

First Five Year Plan 1951-56

The First Five Year Plan emphasised
the importance of credit facilities to
support the targets of agricultural pro-
duction. For this purpose, while all the
existing agencies, moneylenders,
commercial banks, co-operatives and the
State agencies had to be utilised, it was
necessary to build up and expand the
system of Government or co-operative
credit so that the implementation could
proceedaccording toschedule. The target
should be to bring 50 per cent of the
villages and 30 per cent of the rural
population within the ambit of primary
societies within ten years. The provision
of short-term accommodation by the
Reserve Bank to the co-operative soci-
eties through the state apex institutions
and further through the district banks had
increased short-term advances substan-
tially between 1946-47 and 1951-52. But
the bulk of the facilities had been availed
of mostly by the developed apex banks of
the two States of Madras and Bombay.
Absence of adequately trained staff and
capital were the chief handicaps. The
Planning Commission provided Rs. 10
lakh to subsidise a part of the expenditure
on training of staff. As for capital, it was
suggested that the State Governments
should subscribe a part of the capital of
the apex banks and be represented on
their boards of management. The State
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Governments could also, if necessary,
guarantee repayment of advances from
the Reserve Bank to the apex banks.

According to the First Plan, the
essential characteristics of short-term
finance should be cheapness, elasticity,
and promptness. The concessional rate at
which the Reserve Bank granted loans
helped to reduce the interest rate charged
to members.However, the characteristics
of promptness and elasticity were far
from met because of the rigidity of pro-
cedures associated with the whole
mechanism of co-operative credit.

Greater emphasis on medium term
loans had to be placed and adequate
accommodation provided for the pur-
pose. While endorsing the amendment to
the Reserve Bank of India Act
empowering the Bank to make medium
term advances upto a limit of Rs. 5 crore,
it was recommended that, as an interim
arrangement, an additional provision of
Rs. 5 crore should be made to supplement
the resources of co-operative banks or
other credit agencies. Taking into
account this additional provision, the
accommodation likely to be available
from the Reserve Bank, and the funds
found within the co-operative movement,
the target for medium term finance,
Government and co-operative, at the end
of 1955-56 was placed at Rs. 25 crore per
annum.

The Plan recommended that the
function of long term loans could be best
discharged by the Land Mortgage Banks
which possessed long-term funds raised
by shares, debentures, and fixed deposits.
The two main problems were lack of
trained personnel and the inability of the
borrower to offer land as security. Also a
major part of the advances made hitherto
by the Land Mortgage Banks were for
repayment of old debts. There was also
apprehension that land mortgage banks
as an instrument of long-term credit
would languish due to it limited ability to
raise funds through floating of deben-
tures. A provision of Rs. 5 crore was
therefore made to be spread over the last
three years of the First Plan, to supple-
ment the long-term resources of the co-
operative movement.

It was further suggested that: (i) The
loans should be linked to the programme
of increased agricultural production; (ii)
The loans should reach, by preference,
areas and classes not served at present by
the co-operative credit system; (iii) In
planning the distribution of credit among
such areas and classes, forms of organi-
sation should be devised so as to fit in
with the co-operative type of
organisation. (iv) Where credit is dis-
bursed in areas already served by the
co-operatives, that agency should be
utilised as far as possible; (v) The Gov-
ernment may purchase part of the
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debentures issued by Land Mortgage
Banks; (vi) To implement these recom-
mendations, a detailed plan should be
chalked out by the Government of India
in consultation with the Reserve Bank
and other orgarnisations concerned. It
was emphasised that these recom-
mendations were only ‘a first step to a
comprehensive and integrated policy of
agricultural credit to be evolved as early
as possible on the basis of the factual
material ..... expected to be furnished by
the Rural Credit Survey’ [Planning
Commission, 1953, Pp. 234-249].

In December 1953, the Reserve Bank
of India Act, 1934 was amended to enable
the Reserve Bank to advance medium
term loans for periods exceeding 15
months but not exceeding five years on
the guarantee of the State Governments,
subject to two conditions, namely, that
the limit of such loans for each State
Co-operative Bank should not exceed its
own funds and that the total for all State
Co-operative Banks should not exceed
Rs. 5 crore. These limits were removed
by a further amendment of the Act in
1955.

The progress of the co-operative
credit movement during the First Plan
period was mixed. The target of covering
at least 50 per cent of the villages in the
country with agricultural credit societies
was achieved by 1955-56, when of the

4.81 lakh villages, 55.10 per cent, were
so covered. However, ‘coverage’ of vil-
lages in some States was only nominal
and did not always mean that the societies
were functioning effectively. The num-
ber of agricultural credit societies
increased from 1.08 lakh in 1951-52 to
1.60 lakh in 1955-56 (with a membership
of 7.8 million) their owned capital rose
from Rs. 17.67 crore to Rs. 29.25 crore
and working capital from Rs. 45.22 crore
to Rs. 79.10 crore. Over 50 per cent of the
working capital constituted borrowings
from sources other than the deposits of
members, which formed barely 8 per cent
of the working capital in 1955-56. Fresh
advances increased from Rs. 24.21 crore
in 1951-52 to Rs. 49.62 crore by 1955-56
as against the First Plan target of Rs. 100
crore to be loaned as short-term credit,
loans outstanding increased from Rs.
33.66 crore to Rs. 59.84 crore during the
same period and the overdues from Rs.
8.52 crore to Rs. 14.96 crore. The
medium term loans advanced amounted
to Rs. 15 crore in 1955-56 as against the
First Plan target of Rs. 25 crore. The bulk
of loans (over 70 per cent) were advanced
for undertaking improvements in agri-
cultural production. Nearly 70 per cent of
the loans were taken for a period of one
year, 19 per cent for one to three years,
while the rest were taken for periods
exceeding three years.
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The number of central Land Mort-
gage Banks increased from 6 in 1951-52
to 9 in 1955-56 while the primary Land
Mortgage Banks increased from 289 to
316 during the same period. Fresh
advances increased from Rs. 2.51 crore
to Rs. 2.83 crore by central Land Mort-
gage Banks and from Rs. 1.30 crore in
1951-52 to Rs. 1.74 crore in 1955-56 by
primary Land Mortgage Banks. Out-
standing loans increased from Rs. 8.05
crore to Rs. 13.08 crore and overdues
from Rs. 6.96 crore to Rs. 10.51 crore.
The percentage of overdues to outstand-
ings rose from 0.4 per cent to 1.9 per cent
incentral LandMortgage Banks andfrom
1.4 per cent to 1.8 per cent in primary
Land Mortgage Banks [Reserve Bank of
India, 1958, Pp. 16-44].

Report of the Committee of Direction -
All India Rural Credit Survey. 1954

In the meanwhile, the RBI appointed
a Committee of Direction to direct an
all-India Rural Credit Survey. The survey
was conducted during November 1951 to
July 1952. It showed that, during that
year, the private credit agencies taken
together (excluding commercial banks)
supplied 93 per cent of the total amount
borrowed by cultivators. The combined
contribution of Government and the co-
operatives was about 6 cent of the total,
while that of commercial banks was less
than one per cent. The estimated per-
centages of borrowings by cultivators
from the different agencies are
reproduced in Table 1 [Reserve Bank of
India, 1954, Vol. II, p. 167]

TABLE 1. BORROWINGS BY CULTIVATORS FROM DIFFERENT AGENCIES, 1951-52

Credit Agency Per cent

Government 3.3
Cooperatives 3.1
Commercial Banks 0.9
Relatives 14.2
Landlords 1.5
Traders and Commission Agents 5.5
Agriculturist Moneylenders 24.9
Professional Moneylenders 44.8
Others 1.8

Total 100.0

Source: All India Rural Credit Survey-Report of the Committee of Direction, Vol. II, General Report, 1954,
Reserve Bank of India. Bombay.
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Of the totalborrowings bycultivators,
roughly 50 per cent was for family
expenditure, 28 per cent for capital
expenditure on the farm, and 10 per cent
for current farm expenditure. The rest
was for non-farm business expenditure,
and other purposes. The borrowings of
big, large, medium and small cultivators,
according to different credit agencies,
showed that relatively larger proportions
of the borrowings of big and large culti-
vators were from institutional agencies.
The dependence of the medium and small
cultivators on private agencies was much
greater in that order.

Based on these findings, the Com-
mittee recommended an integrated
scheme of reorganisation of the system
of rural credit founded on three funda-
mental principles, viz., (a) State part-
nership at different levels, (6) full
coordination between credit and other
economic activities, and (c) administra-
tion through fully trained and efficient
personnel, responsive to the needs of the
rural people. Institutional development
on the basis of State partnership was to
extend to (i) cooperative credit, (ii)
cooperative economic activity, espe-
cially processing and marketing, (iii)
storage and warehousing and (iv)
commercial banking as represented by
the important sector of State associated
banks.

The main lines of reorganisation and
development recommended by the
Committee as part of integrated scheme
of rural credit were as follows:

(a) Financial, administrative and
technical strengthening of state coop-
erative banks at the apex level; similar
strengthening at the district level by
either establishing branches of state
cooperative banks or expansion and
consolidation of central banks; the
maximum possible coordination of both
these categories with land mortgage
banks; the organization of new central
and primary land mortgage banks. At the
primary base, gradually establishing
larger-sized primary credit societies
supplying not only agricultural credit but
eventually also rural industrial credit;
institution of devices for utilizing the
primary credit structure for meeting to a
limited extent, the consumption needs of
agricultural labourers, handicraftsmen,
etc., besides those of the member culti-
vators. (b) The progressive organization,
on a cooperative basis, of marketing and
processing with the needed financial
administrative and technical assistance
from the State, and the development of
storage and warehousing through State
partnered organizations. (c) The pro-
gressive organization, on a cooperative
basis, of as large a sector of economic
activity as possible, e.g., farming, irri-
gation, transport, milk supply, dairying,
livestock-breeding, cottage industries,
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etc., with financial, administrative, and
technical assistance from the State. (d)
Establishing a State the Bank of India,
through the amalgamation of the Imperial
Bank and certain State-associated Banks
with major State participation in the new
and enlarged institution. (e) The organi-
zation by a Central Committee for
Cooperative Training all India, regional,
and State-wise, for personnel of both
cooperative departments and cooperative
institutions [Reserve Bank of India,
1954, Vol. II, Pp. 533-534]. Besides the
State Governments and the Planning
Commission, the main agencies respon-
sible for the reorganization were to be the
RBI; the Ministry of Food and
Agriculture of the Government of India
and, associated with it, the National
Cooperative Development and Ware-
housing Board, the all-India Warehous-
ing Corporation and the State
Warehousing Corporations; the State
Bank of India; the Central Committee for
Cooperative Training, and finally the
Cooperative Movement itself.

The Committee proposed the insti-
tution of certain funds for the orderly
financing of the reorganisation and
development proposed. These were:

(1) Under the Reserve Bank of India

(a) The National Agricultural Credit
(Long-term Operations) Fund: An annual

contribution of not less than Rs. 5 crore,
to be reviewed at the end of five years. In
addition an initial nonrecurring contri-
bution of Rs. 5 crore. Out of these funds,
the Reserve Bank was to make (i)
long-term loans to State Governments for
the purpose of their subscribing, directly
or indirectly, to the share capital of
cooperative credit institutions supplying
mainly rural credit; (ii) medium-term
loans to state cooperative banks and
through them to central cooperative
banks and societies; and (iii) long-term
accommodation to land mortgage banks,
by way of direct loans and by purchase
of the whole or part of their special
development debentures.

(b) The National Agricultural Credit
(Stabilisation) Fund: An annual contri-
bution of not less than Rs. 1 crore; the
Fund to be utilized for granting
medium-term loans to state cooperative
banks, etc., to assist the latter to tide over
serious short-term credit overdues on
account of famine, drought, etc.

(2) Under the Ministry of Food and
Agriculture

The National Agricultural Credit
(Relief and Guarantee) Fund: Rs. 1 crore
annually to be utilised by the Ministry for
giving grants by way of relief to coop-
erative credit institutions, through the
State Governments concerned, for
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writing off irrecoverable arrears arisen
due to widespread or chronic famine
beyond the control of the cooperative
institutions. Relief from the fund was to
be given conditional on the State Gov-
ernments making a stipulated contribu-
tion for the same purpose from a
corresponding Agricultural Credit
(Relief and Guarantee) Fund maintained
by them.

(3) Under the National Cooperative
Development and Warehousing Board

Asum of Rs. 5crore should be granted
to the Board for instituting (a) the
National Cooperative Development
Fund and (6) the National Warehousing
Development Fund. Long term loans
were to be made from the National
Cooperative Development Fund to the
State Governments to enable them to
participate in the share capital of coop-
erative societies undertaking such acti-
vities as processing, marketing, milk
supply, dairying, etc. Funds from the
National Warehousing Board were to be
utilised for the development of storage,
warehousing, and distribution.

(4) Under the State Bank of India

An ‘Integration and Development Fund’
with an initial contribution of Rs. 50 lakh
and the diversion of the dividends earned
by the Government and the Reserve Bank

on their shares in the institution, to meet
the net additional cost to the State Bank
of India in the programme of branch
expansion to the rural areas.

(5) Complementary funds to be pro-
vided under each State Government for
the creation of the (i) State Agricultural
Credit (Relief and Guarantee) Fund, (ii)
State Cooperative Development Fund
and (iii) in collaboration with the Central
Cooperative Banks, the Agricultural
Credit (Stabilisation) Fund.

The Committee prescribed a structure
of cooperative credit to be established in
the country. At the apex level in each
State, there was to be a State Cooperative
Bank, a Central Land-Mortgage Bank,
and a State Cooperative Marketing
Society. At the district level, there was to
be preferably a District Central Coop-
erative Bank or a branch of a State
Cooperative Bank, a primary Land
Mortgage Bank, and a District Marketing
Society. As a transitional measure, where
central banks or branches of apex coop-
erative banks were not functioning,
Urban Cooperative Banks were to
finance rural societies. The primary
structure was to compose of large-sized
primary agricultural credit societies,
primary land mortgage banks, grain
banks, and primary marketing societies.
The Committee disapproved of the idea
of Agricultural Credit Corporations
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being set up by State Governments and
recommended that the State Bank of
India should help in the financing of
individual cooperative marketing and
processing societies.

The Committee recommended that
the issue of Government taccavi loans for
production and land improvement pur-
poses should be strictly limited, subject
to certain exceptions of a transitional
nature, to periods of widespread distress
such as famine, scarcity, floods, etc.
Government loans for specific purposes,
at concessional rates of interest, should
be advanced through cooperative insti-
tutions.

Second Five Year Plan, 1956-61

The main proposals of the RCS were
acceptedby the RBI and the Government.
The State Bank of India was established
by an Act of the Parliament in 1955. The
Reserve Bank of India Act was amended
again in 1955 to provide for the estab-
lishment of two funds, namely the
National Agricultural (Long-term
Operations) Fund and the National
Agricultural Credit (Stabilization) Fund.
The National Agricultural (Long-term
Operations) Fund was created in Febru-
ary 1956 with an initial contribution of
Rs. 10 crore. With an annual contribution
of Rs. 5 crore, the Fund was to have a
capital of Rs. 35 crore by 1960-61. From

this Fund, loans were to be advanced to
the States to enable them to subscribe to
the share capital of cooperative credit
institutions. The RBI could also give
long-term accommodation from this
Fund to central Land Mortgage Banks
provided that such debentures were fully
guaranteed by the State Governments as
to the repayment of principal and pay-
ment of interest. Medium term loans
could also be made out of the Long-term
Operations Fund. The National Agricul-
tural Credit (Stabilisation) Fund was
provided with an initial contribution of
Rs. 1 crore for the year ended June 30,
1956.

Another fund, known as the National
Cooperative Development Fund was to
be established by the Government of
India, from which States would be able
to borrow for subscribing to the share
capital of non-credit cooperative institu-
tions.

The recommendations of the RCS
formed the general base of the Second
Five Year Plan proposal in this area. The
principal targets during the Second Plan
period were the setting up of 10,400
large-sized primary credit societies;
short-term credit to reach Rs. 150 crore
by 1955-56; medium term credit to Rs.
50 crore and long-term credit to Rs. 25
crore. Membership of cooperative credit
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societies was proposed to be raised from
the then less than 6 million to about 15
million.

In its scheme for reorganisation of
rural credit the RCS had recommended
the formation of large-sized credit soci-
eties meeting both the credit and non-
credit needs of the agriculturists. The
general pattern of organisation
contemplated in the Second Plan was to
have a membership of about 500, the
liability of each member being limited to
five times the face value of the capital
subscribed by him. The society would
have a minimum share capital of about
Rs. 15,000 and would serve a group of
villages providing, wherever possible, a
total annual business of about Rs. 1.5
lakh. A further recommendation in the
Plan was that the rural credit societies,
whether already existing or established
afresh were to be affiliated to the primary
marketing society serving a man& area.
Crop loans for agricultural operations
upto approved limits were to be given by
the credit societies and linked to the
marketing of the crop by the primary
marketing societies. Members of credit
societies could be persuaded to agree in
advance to market their produce through
the primary marketing societies.

The Second Plan had not provided
financial assistance for revitalisating and
strengthening small credit societies. A

Conference of State Ministers for
Cooperation held in July 1956 at Mus-
soorie called for such a provision. Hence
in. January 1957, Government indicated
that the programmes of cooperative
development for 1957-58 should include
schemes for strengthening and revitalis-
ing existing small societies and for esta-
blishing new ones. The Government of
India would share the cost of any
temporary subsidies towards working
expenses given to small-sized credit
societies. The Central assistance was to
be for a period of three years only. In
September 1957, the Government of
India indicated that they considered the
organisation of new small sized societies
important and these should, therefore,
form part of the cooperation programme
in the Second Five Year Plan. The Gov-
ernment of India recommended a subsidy
between Rs. 120 and Rs. 150 per year for
each society for a period of three years
which would be shared equally between
the Central and the State Governments.
The subsidy was to be given to such small
societies as were taken up for revitalisa-
tionand as would become economic units
at the end of about three years [Ministry
of Community Development and Coop-
eration, 1960, p. 61].

By 1960-61 there were 212,129 pri-
mary agricultural credit societies with a
membership of over 170 lakh as
compared to 159,939 societies with about
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78 lakh members in 1955-56. Loans
advanced by primary agricultural credit
societies reached Rs. 202.75 crore in
1960-61 as against Rs. 49.62 crore in
1955-56. Of the loans given during
1960-61, Rs. 182.82 crore were short-
term, while Rs. 19.93 crore were for
medium term. The performance in
respect of short-term loans had exceeded
the target of Rs. 150 crore to be achieved
by 1960-61, while in respect of
medium-tern loans the advances were
less than the target of Rs. 50 crore.

The number of central Land Mort-
gage Banks doubled from 9 in 1955-56
to 17 by 1960-61. Their individual
membership rose from 0.91 lakh to 1.86
lakh, their working capital from Rs. 18.52
crore to Rs. 47.60 crore, while debentures
increased from Rs. 14.94 crore to Rs.
36.53 crore. Their advances increased
from Rs. 2.83 crore in 1955-56 to Rs. 1
1.62 crore in 1960-61. The long term
loans outstanding stood at Rs. 36.61 crore
in 1960-61 which exceeded the Second
Plan target of Rs. 25.00 crore. The
number of primary Land Mortgage
Banks increased from 302 in 1955-56 to
463 in 1960-61.

However, there was reportedly
widespread diversion of loans. In a study
published in November 1965, the Pro-
gramme Evaluation Organisation (PEO)
of the Planning Commission had

examined the utilisation of cooperative
loans - short-term and medium-term - by
cultivators during the period 1958-59 to
1960-61. The study was based on a sur-
vey of 1,170 respondents covering a
sample of 25 central banks selected from
different States. There was widespread
diversion of both short-term and
medium-tern cooperative loans due to
economic exigencies and inadmissibility
of certain purposes. In some States,
institutional deficiencies such as late
disbursement of loans was also respon-
sible. As a result, a significant proportion
of the loans went to meet non-productive
needs like consumption, other household
needs, and repayment of old debts [PEO,
1965, Pp. 184-185].

In the meanwhile, the recommenda-
tions of the Planning Commission, fol-
lowing those of the RCS, for the
formation of large-sized cooperative
societies during the Second Five Year
Plan had come up for criticism. The
critics recognised the material advan-
tages of the large societies, but had seri-
ous doubts about their developing real
cooperative spirit and concern for the
poor. A Conference on Community
Development meeting at Mount Abu in
May 1958 recommended that a detailed
study should be made both of the large
sized and small-sized cooperative soci-
eties so as to bring out the financial
position regarding the extent of coverage
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of families, extent of promotion of thrift
and extent of credit granted in the villages
to the weaker section [PEO, 1959, p.(i)].

Resolutionof theNational Development
Council, November, 1958

However, the NDC, at its meeting on
November 8 and 9, 1958 took a more
decisive position. It resolved that coop-
eratives should be organized on the basis
of the village community as the primary
unit and cooperation should be developed
as a peoples’ movement. Each village
cooperative should draw up a compre-
hensive programme for increased agri-
cultural production in the village and link
it with grant of credit. The cooperative
movement should be so developed as to
bring within its fold all rural families
before the end of the Third Five Year
Plan. Cooperative credit should be made
available on a liberal scale and on terms
suitable to all farmers. Cooperative
marketing should be linked with credit
and arrangements should be made to
collect the surplus agricultural produce
from farmers through village coopera-
tives and marketing societies at assured
prices. Taccavi loans should be
channelled through cooperatives. This
would induce villagers to join coopera-
tives. An essential objective of the
cooperative movement should be the
inculcation of the habit of thrift and

savings. In the national savings move-
ment, cooperatives should function as
primary agencies in the rural areas
[Ministry of Community Development
and Cooperation, 1959, Pp. 47-50].

Working Group on Cooperative Policy,
January, 1959.

To consider the administrative and
organizational arrangements needed to
implement the NDC Resolution, the
Ministry of Food and Agriculture con-
stituted a Working Group in November
1958. The Working Group submitted its
report in January 1959. It recommended
two patterns of organisation: one for
general adoption and the other for adop-
tion in special areas; e.g., backward areas
and areas in which cooperative societies
had been chronically stagnant. Under the
first pattern, the village community was
to be the basis for primary cooperatives
which would provide various services
including credit. Besides, separate
cooperatives for special groups and
economic activities could also be orga-
nised. In the second pattern, the village
societies were to provide services other
than credit, while for the supply of credit,
a few village societies were to be brought
together into compact credit unions. To
bring all rural families into the coopera-
tive fold by the end of the Third Plan, as
the NDC desired, the Working Group
estimated that 20 million rural families
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would have to be made members of
cooperatives by the end of the Second
Plan. This would require credit of Rs. 400
crore in theSecond Plan. In fact, the credit
target in the Second Plan was only Rs.
200 crore. The question of the rate of
interest was a complicated one and the
Group recommended that it should be
examined by the State Governments so
that a clear policy might be laid down.

Following the recommendations of
the Conference on Community Devel-
opment in 1958, the Programme Evalu-
ation Organisation of the Planning
Commissionhad conducted a study of the
working of large and small sized coop-
erative societies. Its findings submitted in
April 1959showed that the largesocieties
did not have a better record than the
smaller ones. The small cultivators con-
stituted a smaller proportion of their
membership, right in land remained the
most important consideration, and dis-
crimination in favour of landowners
against tenants persisted. Only in a few
cases was the credit limit related to the
crop produced and even there little
attention was paid to the cost of cultiva-
tion or the production requirements of the
borrower. In both the large and small
sized societies, a smaller percentage of
the small cultivators than of the big
farmers could secure loans [PEO, 1959,
Pp. 22-24].

In May 1959, the Government of
India advised the State Governments on
the future policy in respect of cooperative
development. The salient features of the
policy were: (i) organization of village
cooperatives with the village community
as the primary unit and, where necessary,
grouping of villages to cover a population
of about 1000; (ii) no further organization
of large-sized credit societies; (iii) a tar-
get of 20 million members for village
cooperatives at the endof the Second Five
Year Plan period; (iv) the village coop-
erative to be a service society providing,
besides credit, agricultural implements,
etc., and assisting in the formulation and
implementation of plans for agricultural
production; (v) drawing up of a large-
scale programme of reorganization and
revitalization of existing societies and
provision of managerial subsidies at Rs.
900 per society spread over not more than
five years; (vi) effective linkage of credit
with marketing; (vii) strengthening of
staff of cooperative departments and
suitable arrangements for their training;
and (viii) simplification of cooperative
law and procedures.

Report of the Committee on Cooperative
Credit, May 1960

The entire question of agricultural
cooperative credit came up for consid-
eration at a Conference of State Ministers
in charge of Cooperation held at Mysore
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in July 1959. On its recommendation, the
Committee on Cooperative Credit was
appointed in September 1959. In its
report submitted in May 1960, the com-
mittee, pointed out that there was gen-
erally no organised agricultural
production plan for each village or family
as envisaged in the Plans. What existed
in each State was a plan drawn up under
various heads such as minor irrigation,
land development, manures, improved
seeds, etc. A dynamic programme of
agricultural credit and distribution was
needed to enable farmers to take full
advantage of these plans and facilities
available under them. Among other
things, the Committee recommended that
theGovernment policyat the village level
should be to route the supply of all credit
- cooperative credit, loans for community
development programmes, and taccavi
loans - through only one institutional
agency, namely the cooperatives. The
arrangements for linking credit with
marketing should be strengthened
throughout the country, so as to give
benefit to farmers of organised marketing
and help in the recovery of loans out of
sale proceeds of the produce. To meet the
cyclical shortfalls in agricultural pro-
duction, the Committee recommended
the constitution and strengthening of the
Agricultural Credit Stabilisation Fund at
various levels of the cooperative credit
structure. With the cooperatives under-
taking to finance agriculturists on a much

bigger scale, the State Governments
should set up Relief and Guarantee
Funds, provisions for which should be
made in the States’ Third Five Year Plan
[Ministry of Community Development
and Cooperation, 1960, Pp. 199-214].

In October 1960, the Ministry of
Community Development and Coopera-
tion communicated to the State Govern-
ments the following policy decisions:

(i) Cooperatives should be organized
on the basis of the village commu-
nity as the primary unit. Where
villages were too small, the number
of villages to be covered by a
society could be increased in the
interest of viability (subject to a
maximum limit of population of
3,000 within a radius of 3 or 4 miles
from the headquarter village).

(ii) The broad test of viability should be
the ability on the part of a coop-
erative society to meet the requisite
expenses without depending upon
financial assistance from govern-
ment except for a limited period.

(iii) The State may participate in the
share capital of primary agricultural
credit societies on the following
conditions: (a) 60 per cent of
members of the society and the
central bank to which it is affiliated
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desire it. (b) The amount to be
contributedshould notbe more than
the share capital contributed by
members of the society, the maxi-
mumbeing ordinarily Rs. 5,000 and
inspecial cases Rs. 10,000. (c) State
participation should as a rule be
indirect, i.e., through apex and
central banks; (d) The central bank
which holds shares in the primary
society may nominate one-third of
the members of the board of direc-
tors subject to a maximum of three.

(iv) The funds required by the State
Governments for participation in
the share capital of primary agri-
cultural credit societies, other than
large sized societies, would be
available from the Long-term
Operations Fund of the Reserve
Bank.

Thus, during the Second Plan period
the policy regarding cooperative devel-
opment was being formulated. While the
Plan envisaged the strengthening and
setting up of large sized credit societies,
by July 1956, the Conference of State
Ministers called for schemes for
strengthening and revitalising existing
small credit societies and for establishing
new ones too. By 1958, the formation of
large-sized cooperative societies came in

for further criticism. In November 1958,
the NDC resolved that cooperatives
should be organised on the basis of the
village community as the primary unit. In
May 1959, the State Government were
advised to organize village cooperatives
with the village community as the pri-
mary unit and no further organisation of
large sized credit societies. Such village
cooperatives were also to act as service
societies. But in October 1960, the States
were advised that where the villages were
too small, the number of villages to be
covered by a society could be increased
in the interest of viability. Because of
these shifts in policy, the district coop-
erative officials were always in two
minds regarding the organisation or
reorganisation of societies and often they
left the things as they were.

All-India Rural Debt and Investment
Survey, 1961-62

In 1962, the RBI undertooka resurvey
called the All-India Rural Debt and
Investment Survey, 1961-62, to assess
changes since the RCS 1951-52. It
showed that, over the ten years, borrow-
ings from the cooperatives had increased
from 3.1 to 15.5 per cent but that private
money lenders still predominated as will
be seen from
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TABLE 2. BORROWINGS BY CULTIVATORS FROM DIFFERENT AGENCIES, 1951-52 AND 1961-62

Credit Agency Percentage of Borrowings

1951-52 1961-62

Government 3.3 2.6
Cooperatives 3.1 15.5
Relatives 14.2 8.8
Landlords 1.5 0.6
Agriculturist Moneylenders 24.9 36.0
Professional Moneylenders 44.8 13.2
Traders and Commission Agents 5.5 8.8
Commercial Banks 0.9 0.6
Others 1.8 13.9

Total 100.00 100.00

Sources: 1. All India Rural Credit Survey-Report of the Committee of Direction, Vol. II, General Report, 1954,
Reserve Bank of India,
2. All-India Rural Debt and Investment Survey, 1961-62, Reserve Bank of India, Bombay.

There was little change in the purposes of
borrowing and household expenditure

continued to be the major purpose
accounting for almost half of the total.

TABLE 3. PURPOSE OF BORROWING CULTIVATORS NON-CULTIVATORS

(Per cent)

Purpose of Borrowing Cultivators Non-Cultivators

1951-52 1961-62 1951-52 1961-62

Capital Expenditure on Farm 31.5 22.1 6.0 5.9
Current Expenditure on Farm 10.6 13.5 1.1 1.3
Non-farm Business Expenditure 4.5 6.7 18.5 36.9
Family Expenditure 46.9 46.6 69.9 49.2
Other Expenditure 6.0 7.5 4.5 5.0
More than One Purpose 0.5 3.6 0.1 1.7

Total 100.0 100.0 100.0 100.0

Sources: 1. All India Rural Credit Survey-Report of the Committee of Direction, Vol. II, General Report, 1954,
Reserve Bank of India,
2. All-India Rural Debt and Investment Survey, 1961-62, Reserve Bank of India, Bombay.
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ThirdFiveYearPlan, 1960-61 - 1965-66

The Third Five Year Plan envisaged
that the membership of primary coop-
erative societies would increase from 17
million in 1960-61 to 37 million by
1965-66, covering about 60 per cent of
the agricultural population. The number
of societies was expected to increased
from 210,000 to 230,000 so as to serve
all the villages in the country. It was
estimated that the total amount of short
and medium term credit would increase
from Rs. 200 crore in 1960-61 to about
Rs. 530 crore by 1965-66. Long-term
credit (loans outstanding) were expected
to rise from Rs. 34 crore to about Rs. 150
crore.

Unfortunately, of about 160,000 pri-

mary societies existing at the end of the

First Plan, a large proportion were

functioning in a dormant or in a poor

state. During the Second Plan about

42,000 societies were taken up for revi-

talisation. The Third Plan provided for

the revitalisation of about 52,000 more

primary societies.

The Plan visualised a large increase

in the internal resources of the coopera-

tive movement at various levels. Thus,

the share capital of the primary

cooperatives (other than State contribu-

tion) was expected to increase from about

Rs. 42 crore in 1959-60 to Rs. 85 crore in

1965-66, in central cooperative banks

from about Rs. 23 crore to about Rs. 62

crore and in apex banks from about Rs. 9

crore to about Rs. 33 crore. It was also

estimated that between 1959-60 and

1965-66, deposits of primary cooperative

societies would increase from about Rs.

12 crore to about Rs. 42 crore, of central

banks from about Rs. 95 crore to about

Rs. 212 crore and of apex banks from Rs.

60 crore to Rs. 142 crore. The number of

primary land mortgage banks were

expected to increase from 408 in 1959-60

to 672 by 1965-66, the central land

mortgage banks having already been set

up in almost all the States in the country.

The RBI had played a major role in
the building up of the cooperative
movement during the first two Plans
through its financial supervision,
arrangements for training, loans to States
for participation in the share capital of
cooperative banks, and advances to
cooperative banks, its loans outstanding
having risen from about Rs. 14 crore in
1955-56 to about Rs. 85 crore in 1959-60.
It was expected to play an even larger role
in Third Plan [Planning Commission,
1962, Pp. 201-206].
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Committee on Takavi Loans and
Cooperative Credit, 1962

In the light of the NDC Resolution in
November 1958 that takavi loans and
other facilities should be made available
through cooperatives, the Government of
India appointed a Committee on Takavi
Loans and Cooperative credit in July
1961 to (a) examine the existing
arrangements in different states for the
supply of takavi loans; (b) suggest mea-
sures - organisational, procedural and
administrative - to route takavi loans
through cooperatives; (c) examine the
institutional structureof cooperatives and
to suggest changes, if any, to facilitate
supply of takavi loans through coopera-
tives; and (d) examine whether any
guarantee of subsidy to cooperative
institutions for undertaking the issue and
recovery of takavi loans was necessary.
The Committee submitted its report on
August 31, 1962 [Ministry of Commu-
nity Development and Cooperation,
1962, p. 18].

The Committee recommended that in
those States where the short-term and
medium-term credit structure of the
cooperatives was sufficiently developed,
the State Government should discontinue
issuing short and medium-term takavi
loans and entrust the work exclusively to
the cooperatives. In the States where
cooperatives had lagged behind, such

measures should be taken only in coop-
eratively developed districts or areas. In
those States where the land mortgage
banking structure had gained consider-
able strength the Government should
discontinue issuing of long-term takavi
loans and entrust the work exclusively to
the land mortgage banks. Government
funds should be routed through the State
Cooperative Banks, preferably in the
form of medium tern loans. The rate of
interest should be the same as that
charged by the Reserve Bank of India on
the medium-term advances made by it to
the State Cooperative Banks.

Informal Group on Institutional
Arrangements for Agricultural Credit,
RBI, December 1964

Much progress hadnot occurred in the
cooperative sector in some parts of the
country despite the efforts made during
the first two Five Year Plan periods. In
certain areas cooperative credit had
ceased to expand and even begun to show
signs of contraction and, in others,
progress was still slow. Hence, in May
1964, the RBI appointed an Informal
Group on Institutional Arrangements for
Agricultural Credit [Reserve Bank of
India, 1964, Pp. 1-2]. The Group sub-
mitted its report in December 1964. The
Group found wide variations among the
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States. The States with successful coop-

erative performance (Category A)

included Maharashtra, Gujarat, and
Madras, although Maharashtra faced the

problem of unsatisfactory repayment,

Gujarat of halting coverage, Madras of
unsatisfactory resource position and

operation of loan policies. The perform-

ance was most unsatisfactory (Category
C) in the eastern region comprising

Assam, Bihar, Orissa, West Bengal,

Manipur and Tripura and in Rajasthan.
There were long-standing overdues with

a large number of dormant societies,

ineffective central banks, shortage of
personnel to man the cooperative struc-

ture, and lack of non-official cooperative

leadership. The performance in the
remaining States (Category B) was found

to be not unsatisfactory although in some

States the loan policies had as yet to be
oriented to production needs; the coop-

erative banks needed to make all-out

efforts to raise resources commensurate
with the growing requirements of credit;

the State Governments had to take action

to support cooperatives in various
directions; there was inadequacy in the

machinery for supervision; the recovery

position was unsatisfactory; and there

was need for all-round improvement in
some areas.

The Group felt that there was no
alternative to the cooperative agency for
providing institutional agricultural
credit, that the pattern of organisation it
shouldfollow was the three-tier structure,
and that the framework of agreed policies
in this sphere, if faithfully implemented
could help ensure adequate credit facili-
ties for agricultural production. Major
gaps related to the link with marketing,
the smooth flow of credit, and the
reorientation of policies and procedures
of cooperative long-term credit institu-
tions for expansion of the volume of their
operations and assigning to them a
specific role in the State programmes for
agricultural development.

The lines of remedial action recom-
mended by the Group included revitali-
sation of the cooperative credit structure
from the primary level onwards;
liquidation of all dormant societies which
were beyond redemption; provision of
credit to non-defaulting cultivators of
such dormant societies through the cen-
tral or apex banks or their branches;
amalgamation of non-viable central
banks; building up of stabilisation funds
to the required levels; statutory provi-
sions for creating a charge on the land of
the defaulting cultivators; coercive
processes for recoveries of outstanding
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loans; reorientation of loan policies; and

mobilisation of deposit resources on a

larger scale. Supplementary arrange-
ments for provision of agricultural credit

during the transitional period, either

through the Food Corporation of India,
by takavi loans or through commercial

banks was also suggested. The Group

also recommended the setting up of
Agricultural Credit Corporations in the

States of the eastern region and Rajasthan

as an interim measure.

The RBI conducted a survey in 12

selected districts in the country during
1963-64 to 1965-66, on the role of

cooperative credit in increasing farm

production (Report published in June
1974). The survey showed that most of

the member-cultivators of cooperative

societies were in a comparatively better
economic position as judged by the size

of cultivated holdings, owned area, irri-

gation facilities, and bigger cash receipts.
Consequently, member-cultivators were

more creditworthy and could borrow

more than the non-members. However,
the main sources which financed capital

expenditure in agriculture of members

and non-members both were their own

funds and borrowings from private credit
agencies. In fact, in eight of the selected

districts, borrowings from credit agen-
cies other than cooperatives accounted
for larger financingof capitalexpenditure
of members than advances from coop-
eratives. In financing the current farm
expenditure of members, which was
found to be higher than that of non-
members in all the selected districts, the
role of cooperatives was only a shade
better. Thus, barring a few exceptions,
cooperative credit did not make any dis-
tinct impact on farm business of members
as compared to that of non-members. The
share of cooperative credit in the total
credit was small to moderate in most
districts and a considerable part of it was
diverted to unproductive purposes.
Cooperative credit was not timely, ade-
quate and effective in increasing farm
production [Reserve Bank of India,
1974(a), Pp. 73-74].

Progress of Cooperative Credit during
the Three Plan Periods, (1951-52 -
1965-66)

The All India Rural Credit Review
Committee, appointed by the RBI in
1966, submitted its report in July 1969
wherein it made an assessment of the
progress of cooperative credit during the
three Plan periods. It is summarised in
Table 4.
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TABLE 4. PROGRESS OF COOPERATIVE CREDIT. 1951-52 - 1965-66

Particulars Unit 1951-52 1960-61 1965-66

I. Agricultural Credit Societies

Number lakh 1.08 2.12 1.92

Membership lakh 48.00 170.00 261.00

Share Capital Rs. crore 9.00 58.00 115.00

Deposits Rs. crore 4.00 15.00 34.00

Short & Medium-term Loans Advanced Rs. crore 24.00 203.00 342.00

Loans Outstanding Rs. crore 34.00 218.00 427.00

Overdues Rs. crore 9.00 44.00 125.00

Overdues to Outstandings Per cent 26.47 20.18 29.27

II. Central Cooperative Banks

Number - 509.00 390.00 346.00

Share Capital Rs. crore 5.00 39.00 76.00

Deposits Rs. crore 38.00 112.00 237.00

Loans Advanced Rs. crore 106.00 354.00 545.00

Loans Outstanding Rs. crore 36.00 220.00 438.00

Overdues Rs. crore 5.00 27.00 87.00

Overdues to Outstandings Per cent 13.88 12.27 19.86

III. State Cooperative Banks

Number - 16.00 21.00 22.00

Share Capital Rs. crore 2.00 18.00 29.00

Deposits Rs. crore 21.00 72.00 147.00

Loans Advanced Rs. crore 55.00 258.00 408.00

Loans Outstanding Rs. crore 20.00 167.00 307.00

Overdues Rs. crore 3.00 7.00 9.00

Overdues to Outstandings Per cent 15.00 4.19 2.93

IV. Central Land Development Banks

Number - 6.00 17.00 18.00

Number of Primary Land Development Banks - 289.00 463.00 673.00

Loans Advanced Rs. crore 3.00 12.00 56.00

Loans Outstanding Rs. crore 8.00 36.00 163.00

Overdues Re. crore 0.01 1.00 3.00

Overdues to Outstandings Per cent 0.38 2.78 1.84

Source: Report of the All-India Rural
Credit Review Committee, 1969. Reserve
Bank of India, Bombay. Figures for
1965-66 updated.

There was an increase in the number
of primary agricultural credit societies
from 1.08 lakh in 1951-52 to 2.12 lakh in
1960-61. Subsequent reorganization
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including amalgamation to form viable
societies brought the number down to
1.92 lakh in 1965-66. The membership
increased from 48 lakh in 1951-52 to 261
lakhby 1965-66 but didnot reach the Plan
target of 370 lakh. The loans advanced
increased from Rs. 24 crore in 1951-52
to Rs. 342 crore by 1965-66 but again did
not reach the Plan target of Rs. 530 crore.
Moreover, the overdues had tended to
increase; the proportion of overdues to
outstanding, which was 26.47 per cent in
1951-52, had come down to 20.18 per
cent in 1960-61, rose steeply to 29.27 per
cent in 1965-66.

As a result of rationalizing the struc-
ture of Central Cooperative Banks so as
to have only one Central Bank in each
revenue district, their total number was
brought down from 509 in1951-52 to346
in 1965-66. The overdues position
improved slightly up to 1960-61 but
deteriorated thereafter. Trends in State
Cooperative Banks were similar.

The Central Land Development
Banks (earlier called Land Mortgage
Banks) were established in States where
they did not exist, and many new primary
land development banks were also
established. The total loans advanced by
the Central Land Banks rose from Rs. 2.5
crore in 1951-52 to Rs. 12 crore in
1960-61 and thereafter to Rs. 56 crore in
1965-66, although it fell much short of

the Third Plan target of Rs. 150 crore
[Reserve Bank of India, 1969 Pp.
138-142].

The Agricultural Refinance Corpo-
ration later called the Agricultural Refi-
nance and Development Corporation
(ARDC), proposed in the Third Plan, was
established in July 1963 with an autho-
rised share capital of Rs. 25 crore and a
paid-up share capital of Rs. 5 crore, a
major portion of which (i.e., Rs. 2.97
crore) was taken up by the RBI. Sched-
uled Commercial Banks were also made
its share-holders. The corporation was set
up primarily as a refinancing agency
providing medium-term and long-term
finance to State Cooperative Banks,
Central Land Development Banks, and
Scheduled Commercial Banks for
financing reclamation and preparation of
land, soil conservation, mechanised
farming and development of animal
husbandry, dairy farming, pisciculture,
poultry-farming, etc.

A policy decision was taken in June
1964 that State Governments should
discontinue issue of production taccavi
direct to individuals and to accept the
cooperatives as the normal agency for
provision of such credit. State Govern-
ments were requested to work out a
phased programme for implementing the
policy.
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Annual Plans Period, 1966-67 to
1968-69

Between the Third and the Fourth
Five Year Plan, there was a period of
three years 1966-67 to 1968-69 when
only annual plans were made, With the
introduction of the high-yielding vari-
eties beginning with the kharif of 1966,
the demand for credit for the purchase of
seeds, fertilisers, etc., was expected to
rise. However, because of drought con-
ditions during 1965-66 and 1966-67, the
Central Cooperative Bank and primary
agricultural credit societies in several
States remained in a state of stagnation.
The position of overdues and operational

efficiency in a few central banks deteri-
orated so much that they could no longer
serve as effective channels for the flow
of credit from higher financial agencies.
For the first time, in1965-66, the RBI was
called upon to sanction medium-term
credit limits (conversion) to some of the
State Cooperative Banks by drawing on
its National Agricultural Credit (Stabili-
sation) Fund to help the cooperative
credit societies to convert overdue
short-term loans into medium-term loans
in areas affected by the drought.

The progress of the cooperative credit
advances in the three years was as follows
(Table 5):

TABLE 5. ADVANCES BY COOPERATIVES, 1965-66 AND 1968-69

Institutions Year Loans Loans Overdues Overdues to
Advanced Outstanding Outstanding

(Rs Crore) (%)

Primary Agricultural Credit Societies 1965-66 342 427 125 29.27

1968-69 503 619 214 34.57

Central Cooperative Banks 1965-66 545 438 87 19.86

1968-69 823 641 173 26.99

State Cooperative Banks 1965-66 408 307 9 2.93

1968-69 667 459 23 5.01

Central Land Development Banks 1965-66 56 163 3 1.84

1968-69 144 395 4 1.01

Source: Statistical Statements Relating to the Cooperative Movement in India, Reserve Bank of India, Bombay.
(relevant years)
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In the meanwhile, the Administrative
Reforms Commission had appointed a
Working Group on Cooperation. In its
report submitted in June 1968, the Group
recommended the establishment of a
National Bank for Agricultural and
Cooperatives by a statute of the Parlia-
ment to perform, among other things, the
functions being performed by the
Agricultural Credit Department of the
RBI vis-à-vis the cooperative institu-
tions.

Report of the All-India Rural Credit
Review Committee, 1969

As mentioned earlier, the RBI had
appointed the All-India Rural Credit
Review Committee in July 1966. The
Committee submitted its Report in July
1969. Referring to the marked increase in
the cooperative credit between
1951-52and 1967-68, the Committee
pointed to the lag in dispersal of credit in
the cooperatively backward States of
Assam, Bihar, Orissa, West Bengal,
Rajasthan and Jammu and Kashmir.
There were weaknesses in a number of
banks and societies, in other parts of the
country too, of low deposits, high over-
dues and, general lack of business-like
management. The Integrated Scheme of
Rural Credit recommended by the
Committee of Direction of the RCS in
1951-52,with Stateparticipationatevery
level of the cooperative structure, had

also not been pursued or implemented
vigorously in all the States. Corrective
action in the cooperative credit structure
was necessary for the reorganisation of
the non-viable primary credit societies
into economically viable ones; rehabili-
tation of weak central cooperative banks;
administrative and policy measures for
checking overdues; direct financing of
cultivators by central banks and of soci-
eties by apex banks in areas where they
were weak or dormant; streamlining of
the lending policies and procedures of
cooperative institutions; and setting up of
Agricultural Credit Corporations in
cooperatively backward States.

The Committee emphasised that
credit must be made more easily acces-
sible to the small farmers by granting to
them loans equal to the full entitlement
of the crop-wise scales of finance; and by
preferential treatment vis-a-vis large
farmers in the rates of interest charged,
contribution to the share capital of the
cooperatives, dispersal of loans in kind
and at appropriate times, etc.

Special pilot programmes called the
Small Farmers Development Agencies
were recommended, one in each State, to
identify the problems of small but
potentially viable farmers and help them
with inputs, services and credit. The
Government of India would provide the
necessary funds.
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With the likely increase in demand for
long-term credit, the Committee recom-
mended that the Land Development
Banks should obtain specific details of
the land improvement schemes for which
credit was sought As far as possible a
’project’ approach should be adopted.
Regional differences in soil conditions,
ground water resources, etc., should also
be gone into. In conjunction with the
Agricultural Credit Department of the
RBI, the ARDC should function as the
coordinator, adviser, and financier of the
long-term credit structure. Financial
resources to the tune of Rs. 50 crore from
the National Agricultural Credit (Long-
term Operations) Fund and Rs. 140 crore
from the Fourth Plan should be placed at
the disposal of the ARDC during the
Fourth Plan period.

With the advent of the new technol-
ogy in agriculture, the Committee esti-
mated that the demand for credit would
increase, by the end of the Fourth Plan,
to Rs. 2,000 per annum of short-term
credit, and Rs. 500 crore and Rs. 1,500
crore of medium-term and long-term
credit, respectively. As the cooperative
credit structure would not be able to meet
the entire demand, the Committee rec-
ommended an active and positive role for
commercial banks in the field of
agricultural credit. The direct financing
by the commercial banks should be

confined, in the first instance, to culti-
vators of certain categories, such as those
engaged in raising high yielding varieties
of foodgrains or other remunerative
crops, hybrid seed producers, and those
covered by special development projects.
Production credit to cultivators could be
dispensed by the banks in collaboration
with agencies or firms engaged in the
processing of agricultural commodities
or the production/distribution of inputs
like fertilisers. The commercial banks
could also collaborate with State Elec-
tricity Boards and firms engaged in the
sale of agricultural machinery.

Taccavi loans could be provided in
the short run to assist current agricultural
needs in those areas where the esta-
blishment/ reactivisation of the coop-
eratives or the induction of commercial
banks was likely to take time. However,
this should be a temporary and limited
arrangement.

The Committee recommended the
creation, within the RBI, of an Agricul-
tural Credit Board to ensure more effec-
tively the formulation, review and
modification of the Bank’s policies in the
sphere of rural credit.

Most of the Committee’s recom-
mendations were accepted by the Gov-
ernment and included in the Fourth Five
Year Plan. In July 1969, the largest
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fourteen commercial banks were
nationalised and their lending policies
and procedures were oriented to meet the
requirements of the priority sectors of the
economy. Agriculture, particularly the
small farmer, was one of the priority
sectors.

The predominant role played by the
cooperative movement in the supply of
institutional credit thus lasted from
1951-52 to 1968-69. Loans advanced by
primary agricultural credit societies
increased from Rs. 24 crore in 1951-52
to over Rs. 500 crore by 1968-69. How-
ever, the weaknesses in the movement
continued, despite all the efforts to
reorganize and strengthen the coopera-
tive credit institutions. With the advent of
the new technology in agriculture calling
for timely supply of credit and inputs, the
nationalisation of commercial banks and
the recommendations of the All-India
Rural Credit Review Committee for the
setting up of small farmers agencies,
there was a shift in emphasis from
cooperatives only to a multi-agency
approach.

Fourth Five Year Plan, 1969-74

The Fourth Plan noted the significant
increase in institutional rural credit. Over
30 per cent of the borrowings by culti-
vators were from institutional sources.
Accepting the All-India Rural Credit

Review Committee’s estimates of
requirements of rural credit, the Plan
envisaged that cooperative credit would
expand to Rs. 750 crore for short and
medium-term credit and Rs. 700 crore for
long-term credit during the Fourth Plan
period. This would require rectification
of some aspects of the working of the
cooperative credit institutions, such as:
(a) acceleration of the pace of reorga-
nistion of the cooperative short and
medium-term credit structure so as to
place it on a more viable footing; (b)
rehabilitation and reorganisation of weak
district cooperative banks which were
acting as bottlenecks in the flow of ade-
quate cooperative credit; (c) systematic
efforts towards reduction of overdues; (d)
substantial increase in deposits at various
levels; and (e) liberalisation of loan
policies.

Referring to the recommendations of
the All-India Rural Credit Review
Committee to orient the policies and
procedures of credit cooperatives and
Land Development Banks in favour of
small cultivators, the Plan suggested that
(i) the needs of small cultivators should
be met on a priority basis by primary
credit societies; (ii) the larger cultivators
could contribute a relatively higher pro-
portion of their borrowings towards the
share capital of the societies; (iii) for an
effective implementation of the crop-
loan system, the credit limit statements of
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small farmers should be handled
separately from the rest; (iv) liberalisa-
tion of loaning policies of Land Devel-
opment Banks in respect of valuation of
landed property offered as security, issue
of joint loans for groups of small culti-
vators, operational and economic
viability of the proposed investment, etc.;
and (v) encouraging bigger cultivators
with early repaying capacity to avail of
medium-term loans, so that a larger vol-
ume of long-term credit could be made
available to small farmers.

As regards long-term credit, the Plan
recommended a review of the lending
policies and procedures of Land Devel-
opment Banks. The primary agricultural
credit societies could be utilised on a pilot
basis to act as agents of central Land
Development Banks for scrutiny of
applications, disbursement of credit, and
supervision and recovery of loan instal-
ments of small farmers.

In July 1969, fourteen leading com-
mercial banks were nationalised and,
among other things, were directed to
providecredit for agriculture on a priority
basis. It was suggested that each district
in the country should be allotted to one
bank called the ‘lead’ bank which would
survey the resources and potential for
banking development in that district,
offer advice to small borrowers, partic-
ularly cultivators, assist other primary

lending agencies, and maintain liaison
with Government and quasi-government
agencies. By the end of the Fourth Plan,
direct lending to farmers by the banks was
expected to increase to Rs. 400 crore. For
each district, a credit plan would be
prepared and integrated with other
development activities. Within this credit
plan, the cooperative sector and the
commercial banks would have to work in
close collaboration [Planning Commis-
sion, 1970, Pp. 139-142 and 217-221].

Following the recommendations of
the All-India Rural Credit Review
Committee, 1969, the Plan envisaged the
setting up of Small Farmers’ Develop-
ment Agency (SFDA) in 45 selected
districts in the country to assist small
holders with holdings of two hectares or
less. The SFDA was to identify the
problems of the small farmers in its ma,
prepare appropriate programmes, help to
ensure availability of inputs, services and
credit, and evaluate the progress from
time to time. In the Plan, direct financial
support of Rs. 115 crore was provided for
the SFDA. In the 45 SFDA projects, the
short-term credit needs were estimated to
be of the order of Rs. 90 crore per annum
and the long and medium-term credit
needs approximately Rs. 170 crore dur-
ing the Plan period. The Plan also rec-
ommended 40 projects for the provision
of supplementary occupations and other
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employment opportunities for sub-
marginal farmers, agricultural and land-
less labourers and allowed an annual
short-term credit of about RS. 10 crore;
medium and long-term credit was Rs. 30
crore during the Plan period. Thus the
total institutional support expected in the
long run for the two sets of projects was
of the order of Rs. 300 crore, comprising
short-term credit of Rs. 100 crore per
annum and medium and long-term credit
of Rs. 206 crore for the total duration of
the projects.

Progress of Agricultural Finance Dur-
ing the Fourth Plan, 1969-74

As against the Fourth Plan target of
dispensing Rs. 750 crore of short and
medium term loans and Rs- 700 crore of
long term loans, the cooperative credit
institutions issued Rs. 760 crore of short
and medium term loans, and h n s out-
standing with central Land Development
Banks amounted to Rs. 914 crore by the
end of 1973-74 (Table 6):

TABLE 6. ADVANCES BY COOPERATIVES, 1968-69 AND 1973-74

Institutions Year Number Loans Loans Overdues Overdues to
Advanced Outstanding Outstanding

(Rs Crore) (%)

Primary Agricultural Credit Societies 1968-69 1.68 lakh 503 619 214 34.57

1973-74 1.54 lakh 763 1055 443 41.99

Central Cooperative Banks 1968-69 341 823 641 173 26.99

1973-74 341 1249 1163 376 32.33

State Cooperative Banks 1968-69 25 667 459 23 5.01

1973-74 26 1204 706 63 8.92

Central Land Development Bank 1968-69 19 144 395 4 1.01

1973-74 19 147 914 42 4.60

Source: Statistical Statements Relating to the Cooperative Movement in India, Reserve Bank of India, Bombay.
(relevant years)

The proposals to accelerate the pace
of reorganising the primary credit soci-
eties so that there would be about 1.20
lakh viable societies by the end of the
Fourth Plan did not materialise. The

overdues position of both the primary
societies and the central cooperative
banks got aggravated in the same period.
However, the small cultivators got more
attention; by 1973-74,nearly 25 per cent



VOL. 33 NOS. 1-3 DEVELOPMENT OF INSTITUTIONAL FINANCE FOR AGRICULTURE IN INDIA 189

of the loans disbursed were to cultivators
holding not more than 2 hectares.

With the directions given to the
nationalised banks to pay greater atten-
tion to agricultural credit, the Fourth
Plan’s recommendation for setting up
Agricultural Credit Corporations in
cooperatively backward States was not
implemented. Instead, in 1970, the RBI
formulated a scheme under which in
areas where the central cooperative banks
were weak, the commercial banks were
to finance primary agricultural credit
societies as a transitional measure. They
would advance short and medium-term
credit only through the primary credit
societies while they could provide long-
term credit directly. In order to pay more
specific attention to small farmers,
separate credit limit statements were to
be prepared for members cultivating less
than 1.2 hectares. For the purpose of the
scheme, each branch of a commercial
bank was to adopt 10 societies within a
radius of 10 to 15 miles.

Expert Group on State Enactments
having bearing on Commercial Banks
lending to Agriculture, 1970

With the responsibility of supplying
agricultural credit, it was necessary to
extend to commercial certain rights and
privileges in regard to security, recovery

of loans, etc., available to the coopera-
tives. To examine the question, the RBI
appointed in September 1969 an ‘Expert
Group on State Enactments having a
bearing on Commercial Banks lending to
Agriculture’. The Group, in its Report
submitted in December 1970, stated that
while the interests of the institutional
credit agencies financing agriculture
should be safeguarded vis-à-vis a private
agency, all institutional agencies should
be placed on an equal footing. The gen-
eral principle of priority as between two
institutional credit agencies in regard to
loans based on common security should
beadumbrated in the Transfer of Property
Act, 1882. Thus, while the cooperatives
couldcontinue to enjoy the facility of first
charge/ mortgage vis-à-vis a private
credit agency say, the money lender, their
right of priority interest, vis-à-vis other
institutionalagenciessuch as commercial
banks would be with reference to the
point of time of creation of such char-
ge/mortgage. However, even among
institutional credit agencies, the one
lending term loans for development
purposes would have priority over the
other lending for production credit. For
instance, where crop loans were granted
by a commercial bank and term loans for
development purposes were granted
subsequently by another institutional
agency, say, a land development bank,
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against the same landed security, priority
would accrue to the land development
bank.

To facilitate financing of credit soci-
eties by commercial banks under the
scheme referred to Above, the Group
recommended the making of statutory
provisions for (i) enabling the societies to
borrow from the commercial banks, (ii)
settlement of disputes through the Reg-
istrar of Cooperative Societies, (iii) the
right of the commercial banks to inspect
borrowing societies and to proceed
against defaulting members of indebted
societies directly, in case the society
failed to take action, etc. The intention
was toplace a commercial bank financing
a society more or less on the same posi-
tion/status as of a central cooperative
bank.

In December 1970, the RBI issued a
circular letter to the commercial banks
spelling out guidelines for the financing
of agriculture. The banks were advised to
adopt an "area approach" for lending for
agriculture without any overlapping of
efforts and resources by two or more
banks. Short-term loans for crop-raising
should be based on rational scales of
financing taking into account input
requirements and off-farm income and
resources available to the cultivator. For
medium-term loans, the norms should
relate to the income generating potential

of the proposed investment rather than to
the size of the holding. The scheme was
initially introduced in 49 districts in 5
States. It was extended to 71 districts of
8 States by the end of June 1974.

Report of the All-India Debt and
Investment Survey, 1971-72 - Financ-
ing of the Primary Agricultural Credit
Societies by Commercial Banks

In November 1972, the Steering
Committee of the All-India Debt and
InvestmentSurvey (1971-72), RBI,made
an assessment of the working of the
scheme of bank financing of primary
credit societies in the five States in which
the scheme was initially introduced. It
was found that although the commercial
banks did provide the necessary finance
to the primary agricultural credit soci-
eties transferred to them, they did not pay
much attention to the revitalisation of the
societies and professionalisation of their
management.

During the Fourth Plan period
(1969-74), the commercial bank finance
to the agricultural sector increased rap-
idly. The total agricultural advances by
the nationalised banks increased from Rs.
162.33 crore at the end of the June 1969
to Rs. 585.68 crore by the end of June
1974 as against the Fourth Plan target of
only Rs. 400 crore. The progress over the
period may be seen from Table 7.
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With the cooperative credit structure
not being able to provide the requisite
facilities, and the commercial banking
structure still not established in the rural

areas, a number of committees/teams,
during the Fourth Plan period, went into
the problems of rural credit and made
recommendations.

TABLE 7. DIRECT AND INDIRECT FINANCE BY THE NATIONALISED BANK TO AGRICULTURE, 1969-74

On the last Friday Direct Fiance to Farmers Indirect Finance to Farmers Total
of June

No. of Amount No. of Amount No. of Amount
Accounts Advanced Accounts Advanced Accounts Advanced

(lakh) (Rs Crore) (lakh) (Rs Crore) (lakh) (Rs Crore)

1969 1.60 40.22 0.05 122.11 1.65 162.33

1970 6.12 160.38 0.19 141.26 6.31 301.64

1971 7.93 206.37 0.24 134.59 8.17 340.96

1972 9.27 231.89 1.44 156.58 10.71 388.47

1973 12.46 297.84 1.93 170.85 14.39 468.69

1974 16.30 391.58 2.54 194.10 18.84 585.68

Note: Indirect financing included (i) fiance for distribution of fertilisers and other inputs (ii) loans to State
Electricity Boards for energisation of wells, etc., and (iii) other types.
Source: Ministry of Finance, Department of Economic Affairs. Banking Division, GOI, New Delhi.

In December 1972, a Study Team on
Overdues of Cooperative Credit Institu-
tions was constituted by the RBI. The
Team found that defaults were by and
large wilful and there was hardly any
distinction between small and big farm-
ers in this respect. The defective lending
policies pursued by the cooperatives, the
apathy of the managements in taking
quick action against recalcitrant mem-
bers, and the lack of support fromthe state
governments were the underlying causes.
The deficiencies in lending policies
especially inadequate anduntimely credit

or over-financing or lack of supervision
over the end-use of credit, inadequate
application of fertilisers, fixation of
unrealistic due dates and, what was
worse, financing of defaulters had
encouraged defaults and led to the piling
up of overdues. The overdues in the
cooperatives had increased from Rs. 214
crore in 1968-69 to Rs. 443 crore by
1973-74 [Reserve Bank of India, 1974,
Pp. 224-225].

The Team suggested several mea-
sures including automatic disqualifica-
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tion of managing committees/boards of
directors, denial of fresh credit and voting
rights to defaulters as well as their sur-
eties, amendment of Cooperative Soci-
eties Acts of various states, the Registrar
to issue orders on his own motion for the
recovery of loans as arrears of land rev-
enue and the setting up of State Farming
Corporations for the purchase of lands bf
defaulters at the time of auction. A pro-
gramme of rehabilitation by way of relief
in respect of defaults under short and
medium term agricultural loans by non-
wilful defaulters, especially those who
belongedto the lowincome category, was
also recommended.

The Study Team reiterated the need
to create viable credit units at the primary
level with potential business of at least
Rs. 2 lakh per society and recommended
that weak and dormant units should be
denied fresh credit and allowed a slow
and natural extinction. The area of
adjoining societies could be extended to
cover the areas of the dormant and weak
societies for meeting the credit require-
ments of non-defaulters and new mem-
bers from the area.

In the meanwhile, in December 1971,
the National Commission on Agriculture
(NCA) submitted an interim report on the
credit needs and services for small and
marginal farmers and agricultural
labourers. It recommended the institution

of an integrated agricultural credit ser-
vice, i.e., provision of credit along with
inputs and services covering not only the
complete range of farm produce upto the
marketing stage, but also ancillary farm
occupations, such as those of rural arti-
sans and craftsmen which provide ser-
vices to the farmers; a single agency
providing short, medium and long-term
credit as also inputs and services. It would
have three constituents: (i) Farmers’
Service Societies - one for each teh-
sil/block or any other viable unit of
convenient size, with as many branches
as were required in the area; (ii) a Union
of these Societies at the district level, and
functional district organisations for spe-
cific commodities; and (iii) Lead Bank in
the district assuming leadership in the
matter of organising integrated agricul-
tural credit service [Ministry of Agri-
culture, 1971, Pp. 1-2, 23-25].

The Farmers’ Service Society (FSS)
in each tehsil/block was to be registered
as a primary cooperative society meeting
the development needs of the small and
marginal farmers, agricultural labourers,
and village artisans selected for assis-
tance under SFDA and MFAL projects,
either directly or by special arrangements
with other agencies. All facilities by way
of funds, concessional rates of interest,
managerial subsidy, etc., available to the
cooperatives were to be given to the FSS.
The society was to have branches or
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depots tocater to theneeds of its members
at circle or equivalent levels to serve
population groups of 10,000 to 12,000.
The Lead Bank in the district was to
assume leadership providing suitable
linkages between the agricultural credit
service and the institutions like land
development banks, State agro-
industries cooperations, etc. Government
accepted the recommendations of the
NCA and agreed to set up about 40-50
such societies in major States on a pilot
basis. An ‘Implementation Committee’
was constituted in the Department of
Agriculture, to coordinate, review, and
guide the pilot scheme.

Banking Commission, January 1972

In February 1969 the Banking Com-
mission was set up to examine and rec-
ommend on all important aspects, except
industrial relations, of the working of the
banking and credit institutions in India.
The Commission submitted its report on
January 31, 1972. The Commission
found that the primary agricultural credit
societies, by and large, were not designed
or equipped to mobilise rural savings by
attracting deposits. There were other
serious problems : (i) growing overdues;
(ii) inability of members to provide the
prescribed security because of lack of
up-to-date land records or inalienable
rights in land or inability to produce

sureties; (iii) ineligibility of certain pur-
poses for loans, (iv) inadequacy of credit
limits prescribed and (v) onerous
conditions prescribed such as share cap-
ital contribution at 10 to 20 per cent of
loans outstanding and compulsory thrift
deposits. It was unlikely that the target of
reorganization of one lakh primary agri-
cultural credit societies by 1970-71 and
to make them into viable units, would be
achieved. This was because of (i)
unwillingness of some societies to
amalgamate, (ii) administrative delays,
(iii) absence of legal provision to enforce
amalgamation, and (iv) reluctance on the
part of the States to enforce compulsory
amalgamation. The performance of
Central Cooperative Banks and State
Cooperative Banks had not been very
satisfactory either, mainly because of
large overdues [Ministry of Finance,
1972, Pp. 155-156].

To remedy the situation, the Com-
mission recommended setting up ‘rural
banks’, which would be essentially
‘cooperative’ in character but would
provide services of a much wider range
than that offered by primary agricultural
credit societies. Apart from mobilising
local savings and meeting the entire
credit needs of all medium and small
cultivators, a rural bank could in the long
run, take up the task of implementing
programmes of supervised credit, pro-
viding ancillary banking services, setting
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up and maintaining godowns, supplying
inputs and agricultural equipments, pro-
viding assistance in marketing and gen-
erally helping in the overall development
of the villages in its area. The rural bank
would be the primary banking institution
to serve a compact group of villages
covering a population of 5,000 to 20,000,
and in sparsely populated areas all the
villages comprised by a development
block. Suitable institutional link-ups
between the rural banks and the cen-
tral/apex cooperative banks where the
cooperative structurewas strong and with
commercial banks in cooperatively weak
areas was recommended.

Because several measures had
already been taken for increasing the
involvement of commercial banks in
rural areas through their financing of
primary cooperative societies and estab-
lishment of farmers’ service societies,
Government decided to await the results
and not set up immediately rural banks
recommended by the Commission.

Working Group for Appropriate Insti-
tutional Structure in Rural Areas, 1973

In 1973, the Government of India
constituted a high-level Working Group
to recommend the most appropriate
institutional structure for catering to the
needs of rural areas. The Group came to

the conclusion that only viable, profes-
sionally managed, multipurpose coop-
erative societies organised on the lines of
the farmers’ service societies
recommended by the NCA either
financed by cooperative banks or com-
mercial banks, would fulfil the require-
ments of rural areas. It was realised that
farmers’ service societies could not be set
up all over the country in view of the
complex organisational problems that
arose from amalgamation of a large
number of existing societies and the
consequential requirements of high-level
managerial competence. Hence, the
Group recommended that the aim should
be to reorganise the multipurpose soci-
eties and take them ultimately to the level
of the farmers’ service societies. The
Group also came to the conclusion that it
would not be possible for the rural
branches of commercial banks, at their
present level of operational costs and
organizational constraints, to provide
package of services to the farmers and
otherpopulation without effective link up
with viable and well managed local
institutions.

Committee on Cooperative Land
Development Banks, December 1974

A Committee on Cooperative Land
Development Banks, set up by the RBI
submitted its report in December 1974.
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Tracing the working of Land Develop-
ment Banks since 1954, the Committee
concluded that, while their achievements
werepraiseworthy, various problemsstill
remained to be tackled. First, even in
States where Land Development Banks
were relatively strong, it was necessary
to diversify their activities in order to
reach a larger number of tenants and
small farmers and cater to their several
long-term credit requirements. Second,
in the cooperatively less advanced States,
the land development banking structure
was very weak. Third, although a great
deal of progress was made in regard to
improvement of appraisal techniques and
systems of lending, the Land Develop-
ment Banks had yet to be actively
involved in the preparation of
agricultural development schemes even
in cooperatively well developed States.
Fourth, a common weakness in almost all
Land Development Banks was the prev-
alence of overdues which were mounting
due to operational weaknesses, apathy of
management, lack of sufficient care and
interest taken by the boards of directors
and the attitude of the State Governments
in not creating a climate favourable to
recovery of loans. Fifth, although the
staffing pattern in most of the banks had
improved over the years, there was need
for introduction of proper management
techniques and procedures [Reserve
Bank of India, 1974(c), p. 300].

The Committee recommended (B)

continuance of both the federal and uni-

tary structure for land development

banking according to its suitability; (b)

arrangements for provision of long-term

agricultural credit in smaller States

through State Cooperative Banks; (c)

improvement in the working of the land

development banking structure in the

cooperatively weak States; (d) for the

primary Land Development Banks or

branches of central Land Development

Banks to function as viable units, a

minimum loan business of Rs. 35 lakh to

be achieved by the end of three years; (e)

coordination between short-term and

long-term credit structures and routing of

loans through primary credit societies,

experimenting with the Farmers’ Service

Societies for the purpose; (f) improve-

ment of the resources position of the land

development banks and measures to

mobilise rural savings; (g) production

oriented lending system and follow-up

measures for the purpose; (h) legal,

administrative, and other measures to

improve the recovery position; and (i)

management and coordination, including

training of staff in the preparation and

implementation of schemes of agricul-

tural development.



196 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

Working Group on Cooperation (Fifth
Five Year Plan), December 1972

A Working Group on Cooperation,
set up in the Ministry of Agriculture to
formulate proposals for the Fifth Five
Year Plan, submitted its report in
December 1972. It proposed targets for
cooperative credit at Rs. 1,200 crore for
short-term, Rs. 350 crore for medium-
tern, and Rs. 1,100 crore for long-term
loans. To reduce the regional imbalances
in the development of cooperative credit,
the short-term loans should increase by
the end of the Fifth Plan by about 10 per
cent per annum for the cooperatively
progressive (Group A) States, by 15 per
cent per annum for Group B States, and
by 20 per cent per annum for Group C or
the cooperatively most backward States.
As the resources available to the coop-
erative credit institutions in the backward
States were inadequate to permit a 20 per
cent level of growth, special assistance in
the form of loans amounting to Rs. 15
crore from the Central and State Gov-
ernments may be given to these institu-
tions during the Plan period.

To achieve these targets, a substantial
increase in the membership of primary
cooperative credit societies from 30
million in 1969-701051 million by
1978-79 was recommended. Expeditious
reorganisation and revitalisation of the
primary credit societies was necessary.

After reorganisation, the 1,60,780 soci-
eties in existence in June 1971 would
probably be reduced to only about of
1,14,600 primary credit societies. Soci-
eties with a potential business of Rs. 2
lakh and an actual business of not less
than Rs. 1 lakh may be considered
potentially viable and efforts should be
concentrated on increasing its business.
The Working Group also recommended
the appointment of a cadre of paid
secretaries for the primary societies, and
the constitution of a cadre authority and
a cadre fund.

The Working Group recommended
the amendment of section 46(b)(ii) of the
RBI Act so that the RBI could provide
loans from the National Agricultural
Credit Stabilisation Fund through the
State Cooperative Banks to the Central
Cooperative Banks in areas affected by
natural calamities, irrespective of their
dues to the RBI. As regards the credit
stabilisation funds at the State level, the
Working Group recommended Central
assistance of the order of Rs. 15 crore to
meet the shortfalls in the funds in the
different Stales. In areas affected by
natural calamities, taccavi funds could
also be used to augment the financial
resources of the Central Cooperative
Banks temporarily.
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The scheme for rehabilitation of
selected weak Central Cooperative
Banks implemented since 1972-73
should continue during the Fifth Plan and
a provision of Rs. 5 crore be made for the
purpose. As regards the functioning of
commercial banks in the rural areas, the
Group felt that the infrastructure of the
cooperatives couldbe utilised by themfor
disbursement of their resources. The
commercial bank could contribute to the
share capital of the cooperative banks and
primary societies and also participate in
their management.

Fifth Five Year Plan, 1974-79

According to the Draft Fifth Five
Year Plan, the annual requirements of
short-term credit would be around Rs.
3,000 crore by 1978-79. Hence, in
1978-79, the short-term credit advanced
by cooperatives and commercial banks
should amount to about Rs. 1,700 crore,
while medium and long term credit dur-
ing the Fifth Plan period should be about
Rs. 2,400 crore. Short-term advances by
primary agricultural credit societies were
to be Rs. 1,300 crore by 1978-79; and
medium and long-term advances Rs. 325
crore and Rs. 1,500 crore, respectively
during the Plan period. Out of the Rs.
1,300 crore of short-term credit, loans to
small and marginal farmers, agricultural
labourers, tenants and share croppers

should be Rs. 520 crore. Central Coop-
erative Banks should ensure that at least
20 per cent of their borrowings from apex
banks were covered by outstanding loans
to societies of small farmers and weaker
sections.

To achieve these targets, the
resources of the cooperative credit insti-
tutions should be augmented by larger
deposit mobilisation, allocation of
additional share capital from grower
members, and increased government
support for strengthening the share cap-
ital base of these institutions. The most
crucial but the weakest link in the
cooperative credit structure continued to
be the primary agricultural credit society.
Concerted efforts were to be made in the
Fifth Plan for strengthening the primary
societies and reducing their number to
1.15 lakh by 1978-79. Overdues consti-
tuted the most formidable problem. The
Plan recommended that agricultural
extension agencies should make repay-
ment of cooperative loans an integral part
of the package of practices recommended
to the farmers. At the institutional level,
linking of credit with marketing was
emphasised. Coercive action against
wilful defaulters could be considered and
the State Government were expected to
give active assistance to cooperative
societies in this regard. As regards
overdues of cooperative long-term credit,
the concerned State Governments and the
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Land Development Banks should make
special efforts to make recoveries. To
improve the quality of loan appraisal,
technical cells should be established in
the Land Development Banks.

To increase the flow of institutional
credit to small/marginal farmers, tenants
and sharecroppers, the share capital
required to be held by them was reduced
and further they were allowed to pay the
reduced amount in convenient instal-
ments. Other concessions suggested in
the Plan included the grant of loans on the
basis of indication of survey number of
the land proposed to be cultivated; pro-
duction of solvent surety/sureties of one
or two members who were owners of land
or registered tenants; or provision of
collateral tangible security in the form of
gold or silver ornaments. Where this was
not possible, loans in kind (i.e., in the
form of fertilisers, improved seeds, and
other inputs) could be provided upto a
limit of Rs. 500, provided a member of
the primary credit society concerned
wouldstand surety. Concessional finance
provided by the RBI was also to be made
available to non-agriculturists and agri-
cultural labourers who were members of
primary credit societies for purchase of
milch cattle and poultry farming activi-
ties.Provision should be made by lawthat
at least 50 per cent of the members of the
managing committees of societies should

be from the category of small farmers,
marginal farmers, tenants, agricultural
labourers, and share croppers.

As regards long-term credit, the Plan
recommended that the loaning policies of
the Land Development Banks should be
liberalised in respect of valuation of
landed property offered as security and
through issue of joint loans to small
cultivators. Bigger cultivators who could
repay loans in shorter periods could be
encouraged to avail themselves of
medium term credit for investment.
Policies and procedures were to be so
designed as not to inhibit the flow of
credit to the small farmers, especially in
the cooperatively weaker States.

The commercial banks were expected
to provide, by the end of the Fifth Plan, a
sum of Rs. 400 crore as short term loans
and about Rs. 575 crore as long term
loans. Their activities in the States and
mas where commercial bank finance for
agriculture was weak had to be expanded,
and the needs of small and marginal
farmers looked after.

During the Fifth Plan period, the
ARDC was to provide refinance of over
Rs. 600 crore. To reduce the regional
imbalances, deliberate efforts were to be
made to accelerate the rate of investment
in the weaker States. Cent per cent refi-
nancing was to continue in respect of
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viable schemes of agricultural
development initiated by the SFDA and
90 per cent for others. Further, the
Farmers Service Societies were to be
introduced in areas where programmes
for small and marginal farmers were
undertaken [Planning Commission,
1976, Part II, Pp. 76-82].

Report of the Working Group on Rural
Banks, July 1975

To speed up the flow of institutional
credit to the weaker sections of the rural
community, Government felt that it was
necessary to establish ’new institutions
on the basis of attitudinal and operational
ethos entirely different from those
obtaining in the public sector banks’. In
pursuance, a Working Group on Rural
Banks was appointed to examine in
depth, the setting up of new rural banks
as subsidiaries of public sector banks to
cater to the Credit needs of the rural
people. The Group submitted its report
on July 30, 1975.

The Group identified the various
weaknesses of the cooperative credit
agencies and the commercial banks, and
opined that the existing institutions were
unable to fill the regional and functional
gap in the rural credit institutional system
within a reasonable time even with such
adaptation, reorganisation, and restruc-
turing as may be considered; and further

that no single pattern, be it commercial
banks or cooperative credit, could be
expected to meet all the emerging
requirements in all areas. A degree of
adaptation and improvisation was called
for and the range of institutional alter-
natives widened. A new type of institu-
tion was necessary which combined the
local feel and familiarity with rural
problems which cooperatives possessed
and the degree of business organisation,
ability to mobilise deposits, access to
central money markets and modernised
outlookwhich thecommercial banks had.
The role of the new institution, called the
Regional Rural Bank (RRB) was how-
ever to supplement and not supplant the
other institutional agencies in the field.

According to the Group, instead of
immediately making these RRBs a pat-
tern for reorganisation of existing rural
credit institutions in the country as a
whole, a few such banks could be set up
in areas where the existing credit struc-
ture had not made much impact. The
location for the new banks should be so
chosen as to avoid overlapping with
credit institutions which were working
satisfactorily, and over-financing of the
same borrowers. Initially five such banks
should be set up in selected areas to serve
as pilot institutions so as to provide
guidelines in respect of the size of oper-
ations, coverage, viability, etc., for future
development.
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Government accepted these recom-
mendations and the Regional Rural
Banks Ordinance of 1975 was
promulgated on September 26, 1975. It
was subsequently replaced by the
Regional Rural Banks Act of 1976 dated
February 9, 1976. As against 5 Regional
Rural Banks recommended by the Group,
the Government of India targetted to set
up 50 such banks by 1977. Actually, 48
RRBs were set up by that time.

The Regional Rural Banks, though
basically Scheduled Commercial Banks,
differed in certain respects from the
existing commercial banks, the main
points of difference being (a) their area
of operation was limited to a particular
region comprising one or more districts
in any State; (b) they were to grant loans
and advances particularly to small and
marginal farmers and agricultural
labourers and to rural artisans, small
entrepreneurs and persons of small
means engaged in trade and other pro-
ductive activities in their areas of opera-
tion; (c) the lending rate of the banks was
not to be higher than the prevailing
lending rates of cooperative societies;
and (d) the salary structure of their
employees was to be determined by the
Government, having regard to the salary
structure of the employees of the State
Government and local authorities of
comparable level and status in the area of
their operation.

Report of the National Commission on
Agriculture, January 1976

The NCA submitted its final report in
January 1976. The NCA pointed out that
the cooperative credit had been flowing
mainly to large cultivators because (a)
land ownership was the dominating cri-
terion for admission of new members and
extending credit; (b) cooperative
leadership and management were mainly
in the hands of bigger farmers; and (c)
lack of technical expertise and opera-
tional efficiency inhibited the application
of the principle of lending relating it to
possible increase in income so as to have
a larger coverage of small farmers. Fur-
ther, the rise in the overdues from year to
year had affected the credit-worthiness of
the cooperative system and its ability to
extend further credit to the farmers. The
same was true of the lending by the public
sectorbanks. Noserious attempt hadbeen
made either by the commercial banks or
thecooperatives to understand the special
credit needs of the small farmers, let
alone the marginal farmers or agricultural
labourers, and develop the ability to
attend to their needs. In fact, on grounds
of equity and optimum use of manpower
and land, weightage should be given to
their needs on preferential terms, both in
regard to interest charged and quantum
of advances. For this purpose, a com-
prehensive ground-level organisation
was needed which would facilitate the
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conversion of credit into inputs and ser-
vicesas well as the realisation of fair price
for the produce, and would operate fully
on commercial basis covering all the
needs of the farmers [Ministry of Agri-
cultureand Irrigation,1976 Pp. 568-570].
The Farmers Service Societies provided
the desired organisation but, while
regional adaptations were made, it was
necessary to ensure hat distortion of
objectives did not take place and that the
individualbanks were not loaded with the
heavy strain of organisational work for
new FSS.

The NCA worked out the credit
requirements for crop production in 1985
taking the norms of Rs. 600 per hectare
for irrigated areas and Rs. 450 per hectare
for unirrigated areas for short-term loans.
For medium and long-term loans the
yardsticks used were: (a) Rs. 1,350 per
hectare for preparation of land covered
under major and medium irrigation (8
million hectares); (b) Rs. 200 per hectare
for improvement in 5 million hectares
already developed under major and
mediumirrigation; (c) Rs. 200perhectare
for improvement in areas covered by
minor irrigation (1 million hectares); (d)
Rs. 1,000 per hectare for groundwater
development over 9 million hectares; and
(e) Rs. 500 per hectare for land devel-
opment in unirrigated areas covering 98
million hectares for programmes of

levelling soil conservation, water-
harvesting, ponds, etc. Assumptions for
requirements of credit for milk
production, piggery, poultry, sheep and
fisheries were also made. Based on these
considerations, the NCA estimated that
the credit requirements of agriculture in
1985 would be Rs. 16,550 crore,
including Rs. 400 crore for farm
machinery and implements. This was on
the assumption that the credit needs -
short, medium and long-term - of all the
farmers - big, small and marginal - will
be covered. On a more realistic assump-
tion that medium and long-term credit
needs of the small and marginal farmers
will be met in full in irrigated areas and
to the extent of 50 per cent in unirrigated
areas, the estimate of credit requirements
comes down to Rs. 9,433 crore. During
the period 1975 to 1985, the cooperative
societies should strive to almost double
their short, medium and long-term credit
and the banking system should work
towards increasing their agricultural
loans from Rs. 1,450 crore in 1978-79 to
Rs. 4,050 crore in 1984-85. The credit
policy should be designed to provide an
integrated agricultural credit service, to
facilitate the adoption of new technology,
to extend its scope to cover all aspects of
rural development including production,
marketing, transport and processing, and
to provide linkages between finances and



202 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

services for current inputs as well as
investment in land improvement, minor
irrigation and farm equipment.

Report of the Review Committee on
Regional Rural Banks, February, 1978

In June 1977, the RBI appointed a
Committee to examine the working of the
RRBs set up a year earlier, particularly
(i) to evaluate their performance in the
light of theobjectives for which theywere
set up; (ii) to indicate their precise role in
the rural credit structure; and (iii) to make
recommendations with regard to the
scope, methods, and procedures of their
functioning and other matter germane to
the enquiry. The Committee thought that
the performance of the banks, consider-
ing the limited time, was good judged
both by quantitative and qualitative tests
such as branch expansion, lending oper-
ations and mobilisation of deposits and
that their credit-deposit ratios were
distinctly superior to those of the rural
branches of commercial banks. The
financial results of some of the RRBs
showed that they had the potential and
capability to attain financial viability and
become profitable at levels of business of
about Rs. 3 crore to be reached within
three to four years. They had succeeded
to a great extent in taking banking to
hitherto unbanked/under-banked centres
in remote rural areas and also in imparting
rural orientation and local touch to their

operations. The overall recovery position
was good. Only in the matter of coverage
of the weaker sections, there was much
leeway to be covered. The RRBs with
some modification in their organisation
and functions could become a very useful
component in the totality of the rural
credit structure [Reserve Bank of India,
1978(a), Pp. 67-68].

The Committee recommended that,
with proper orientation and strengthen-
ing, the reorganised Primary Agricultural
Credit Societies (PACS) and Farmers’
Service Societies (FSS) should form the
base of the rural credit structure. The
RRBs could function at the intermediate
level. They should fill the gap where the
cooperative credit structure was weak at
both the intermediate level (District
Central Cooperative Banks - DCCB) and
the retail level (PACS and FSS), by
routing their credit through the FSS and
PACS. In the first place the RRB system
should be extended to such areas where
the DCCBs were notable to adequately
serve he PACS within their jurisdiction.
Where the DCCBs were fairly strong, the
RRBs and DCCBs could co-exist without
overlapping and clash of interest. The
typeof financing done by the two systems
was not wholly identical. Leaving aside
the question of long-term finance, the
cooperatives had an edge over the com-
mercial banks in the matter of crop loans
and the latter had succeeded more in the
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field of medium term loans. The coop-
eratives confined their agricultural lend-
ing mostly to seasonal finance.
Diversification of agriculture through
horticulture, animal husbandry, forestry,
etc., would increase the demand for credit
which the cooperatives alone would not
be able to meet. The requirements of
non-agricultural finance would expand
considerably and the. RRBs with the
support of the commercial banks would
be in a better position to meet their needs.

As regards their relationship with
commercial banks, the Committee rec-
ommended that where the RRBs were
established, there should be a definite
understanding that all commercial banks
- not only the banks sponsoring the RRBs
- would hand over, in a phased manner,
such of their rural credit business to the
RRB, as would fall within its jurisdiction
or which it could effectively handle. The
reasons for preferring the system of
RRBs in place of the commercial banks’
rural branch net-work were those of
comparative simplicity, lower cost 6f
operation, local involvement through
appropriate staffing pattern and partici-
pation in the share capital, etc. Addi-
tionally, the business operations of the

RRBs, even during its infant stage, had
been more varied and more in tune with
the social purpose compared to the
business of the rural branches of the
commercial banks [Reserve Bank of
India, 1978(a), Pp. 71-74].

Government accepted the recom-
mendations of the Review Committee
that the RRBs would be an integral part
of the rural credit institutional structure
and decided that an RRB could be
sponsored either by a commercial bank
or by a State Cooperative Bank singly ’or
jointly with a commercial bank. In
addition to the 48 RRBs covering 86
districts, already set up, 14 more RRBs
were proposed to cover 15 other districts
where the existing institutional credit
structure was inadequate. The RBI con-
stituted a Steering Committee to frame
and review policies and monitor progress
of the RRBs.

The Fifth Five Year Plan was termi-
nated a year earlier, in 1978. The progress
made in the cooperative credit sector
daring the Plan period is summarised in
Table 8:
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TABLE 8. ADVANCES BY COOPERATIVES 1973-74 AND 1977-78

Institutions Year Number Loans Loans Overdues Overdues to
Advanced Outstanding Outstanding

(Rs Crore) (%)

Primary Agricultural Credit Societies 1973-74 1.54 lakh 763 1055 443 41.99

1977-78 1.16 lakh 1282 1798 809 44.99

Central Cooperative Banks 1973-74 341 1249 1163 376 32.33

1977-78 338 2116 2115 754 35.65

State Cooperative Banks 1973-74 26 1204 706 63 8.92

1977-78 26 2023 1338 96 7.17

Central Land Development Bank 1973-74 19 147 914 42 4.60

1977-78 19 239 1305 127 9.73

Source: Statistical Statements Relating to the Cooperative Movement in India, Reserve Bank of India, Bombay.
(relevant years)

The short-term loans by PACS very
nearly reached, in1977-78, the targets for
1978-79 in the Fifth Plan; as against the
Fifth Plan target of Rs. 1,300 crore, the
PACS had advanced Rs. 1,282 crore by
1977-78. The number of PACS had
declined from 1.54 lakh to 1.16 lakh
during the same period covering 9 1.6 per
cent of the villages; however the reor-
ganisation of the societies into viable
units expected to be completed by
1966-67 was still continuing; at the end
of June 1978, there were 8,994 dormant
societies.

Compared to the Fifth Plan target of
40 per cent of the short-term credit to go
tosmall and marginal farmers and weaker

sections, nearly 39.5 per cent, in 1977-78,
went to farmers with holdings of less than
2 hectares, tenant cultivators, agricultural
labourers and others. But, the overdues
continued to increase.

As at the end of June 1978, the scheme
of financing PACS by commercial banks
was in operation in 121 districts of 12
States. At the end of June 1978, 18 public
sector banks and 2 private sector banks
had set up 213 FSS in 13 States and the
Union Territory of Delhi. Advances by
public sector banks to the agricultural
sector increased from Rs. 705.57 crore
at the end of December 1974 to Rs.
2,009.52 crore by the end of December
1978 as shown in Table 9:
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TABLE 9.  DIRECT AND INDIRECT FINANCE BY NATIONALISED BANKS TO AGRICULTURE, 1974-79

(Rs crore)

On the last Friday of Direct Finance Indirect Finance Total Advances
December

1974 478.32 227.25 705.57

1975 658.49 278.41 936.90

1976 915.98 313.25 1,229.23

1977 1,150.82 368.65 1,519.47

1978 1,525.42 484.10 2,009.52

Source: Ministry of Finance, Department of Economic Affairs, Banking Division, GOI, New Delhi.

The number of RRBs remained at 48
at the end of June 1978, although their
branches increased. Their advances
aggregated Rs. 52.27 crore upto March
1978 of which Rs. 48.39 crore were to
small/marginal farmers, landless
labourers, and rural artisans.

With the multiple institutional agen-
cies operating in the field of rural credit
- cooperatives, RRBs and Commercial
Banks - a number of problems arose
during the Fifth Plan period. These
included uncoordinated credit disbursal,
diversion to unproductive purposes,
inability of the credit agencies to for-
mulate agricultural programmes on the
basis of an area approach, overlapping
and duplication of banking facilities,
lagging recovery, and numerous prob-
lems arising out of different systems,
procedures, security norms, service
charges, interest rates, etc. In 1977-78,
the RBI appointed a number of groups

and committees to examine the problems.
The Working Group on Multi-Agency
Approach in Agricultural Finance in its
Report in April 1978 recommended that
(a) the respective roles of the three
agencies should be clearly defined, (b)
the rural areas should be covered by a
net-work of viable cooperative credit
institutions, (c) there should be area
demarcation for short-term loans among
different credit agencies, (d) uniform
pattern of interest rates should be adopted
for all the financial agencies, and (e) the
field organisations of commercial banks
should be strengthened to meet the needs
of the integrated rural development pro-
grammes [Reserve Bank of India,
1978(b)].

In the same month, another Expert
Group recommended effective dovetail-
ing of agricultural credit schemes of
commercial banks with development
efforts and also with credit schemes for
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other supportive activities [Reserve Bank
of India, 1978(c)]. The Committee on
Public Sector Banks on the other hand,
suggested that commercial banks should
not spread their branches below the block
level and that for deposit banking or for
providing general banking services, the
PACS, FSS, and RRBs would be the
appropriate agencies providing a more
pervasive credit structure, reducingcosts,
andbetter services to the rural population.
The Committee further recommended
that RRBs should be the core of banking
operations in the district and the respon-
sibility of developing that area should be
that of the RRBs [Reserve Bank of India,
1978(d)].

The problem of strengthening of the
cooperative credit institutions also con-
tinued to beset the RBI. In July 1977, a
Committee was set up to guide the RBI
in this regard. The Committee suggested
that schemes for strengthening the
cooperative credit structure in selected
districts should contain specific action
programmes spread over a year or two
covering (a) reduction of overdues, (b)
increasing the number of borrowing
members of the societies and ascertaining
specific reasons for a large percentage of
non-borrowing members, (c) ensuring
full coverage of cultivators, particularly
the small and marginal farmers, by
membership as well as by financial
assistance, (d) ascertaining the reasons

for the wide gap between credit limits
sanctionedbyCentral Cooperative Banks
to PACS and the amounts disbursed, and
(e) initiating steps for completing the
programme of reorganisation and revi-
talisation of PACS on the basis of time-
bound programmes [Reserve Bank of
India, 1978(e)].

Working Group on Rural Credit and
Cooperation for the Sixth Plan, 1978-83

In 1977-78, the Planning Commis-
sion set up various Working Groups to
make recommendations for the Sixth
Five Year Plan, 1978-83. The Working
Group on Rural Credit and Cooperation
recommended a long-term lending target
of Rs. 2,500 crore for the Land Devel-
opment Banks during 1978-83. Institu-
tional credit requirements were assessed
at Rs. 3,890 crore of short-term loans to
be reached by the end of the Plan and Rs.
6,290 crore as term loans to be advanced
during the Plan period. The cooperatives
were to continue to be the major source
of credit providing Rs. 2,500 crore of
short-term credit and Rs. 3,710 crore in
term loans. The commercial banks were
expected to provide Rs. 2,600 crore of
term loans and reach a level of Rs. 1,400
crore in short-term loans. 50 per cent of
the total loans were to go to the weaker
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sections while in areas with concentra-
tion of small and marginal farmers and
agricultural labourers, the percentage
should be higher.

Draft Sixth Five Year Plan, 1978-83

The Draft Sixth Five Year Plan,
1978-83, envisaged doubling of rural
credit obtained in 1977-78 in about three
years. The main constraints were low
recoveries, high level of overdues, and
consequent ineligibility of a large num-
ber of cooperative institutions for refi-
nancing. A major objective of the
agricultural credit policy should be
progressive institutionalisation, with a
multi-agency approach and the ear-
marking of an increasingly larger share
for the weaker sections. The main agency
should be the cooperatives with com-
mercial banks supplementing their
efforts. As far as possible, the deposits
collected by commercial banks in rural
areas were to be made available for
investment in rural development. The
loaning operations of the ARDC was also
to be considerably expanded and diver-
sified [Planning Commission, 1979, p.
151].

Committee for Reviewing Arrange-
ments for Financing Institutional
Credit for Agriculture and Rural
Development (CRAFICARD), March
1981

In March 1979, the RBI appointed a
committee to suggest improvements in
the existing arrangements for institu-
tional credit for agriculture and rural
development. The Committee was
expected (1) to review the structure and
operations of ARDC in the light of
growing need for term loans for agricul-
tural and allied purposes; (2) to examine
the need for and the feasibility of
integration of the short-term and
medium-tern credit with long-term credit
structure at national, state, district, and
village levels; (3) to assess the relative
merits and demerits of the three-tier and
two-tier cooperative structure and sug-
gest improvements; (4) to study consul-
tancy services provided by the
Agricultural Finance Corporation and
suggest improvements; and (5) to review
the role of the RBI in the field of rural
credit.

The Committee submitted an interim
report in November 1979 and the final
report in March 1981. It noted that
problems of agricultural credit had not
only grown in complexity and size but
had also merged with the larger tasks of
rural development and recommended the
setting up of a new apex bank - the
National Bank for Agriculture and Rural
Development (NABARD) - providing
undivided attention, forceful direction,
and pointed focus to the credit problems
arising out of the integrated approach to
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rural development. The NABARD was to
take over from the RBI the overseeing of
the entire rural credit system including
credit for rural artisans and village
industries and the statutory inspection of
cooperative banks and RRBs on an
agency basis; the RBI could continue to
retain its essential control. The
NABARD was to be linked organically
with the RBI by the latter contributing
half of its share capital, the other half
being contributed by the Government of
India, and nominating three of its Central
Board Directors on the board of the
NABARD besides a Deputy Governor of
RBI being appointed as Chairman of
NABARD. The authorised share capital
of NABARD would be Rs. 500 crore and
paid-up capital Rs. 100 crore. The
NABARD would enjoy the term-lending
facilities extended by the RBI to the
ARDC. As regards short-term credit-
/working capital loans, the RBI would fix
aggregate credit limits in favour of the
NABARD.

Some of the other recommendations
made by the Committee were: (a) effi-
cient credit delivery system at ground
level for effective implementation of the
concept of integrated approach to rural
development. The three tier short-term
cooperative structure could remain as the
general pattern for bigger States; the
two-tier structure may be continued in
smaller States and Union Territories.

There was need for the rehabilitation of
weak Central Cooperative Banks. If
rehabilitation was not possible, the State
Cooperative Banks could sponsor RRBs
instead. (b) No dogmatic approach to
force the integration of the two wings of
the cooperative credit movement. A
beginning could be made at the primary
level, through PACS acting as agents of
LDBs in the matter of dispensing long
term credit. The Cooperative Societies
Acts of the States could be amended for
the purpose. (c) Speedy reorganisation of
PACS and their conversion into truly
multipurpose service institutions. (d) The
PACS should have two categories of
members - one exclusively reserved for
the weaker sections, distinguished by the
lower rate of share capital prescribed for
them, and the other earmarked for those
contributing at the usual rate. (e) The
existing long-term cooperative credit
structure be continued. The Land
Development Banks should diversify
their lending for agricultural purposes
and extend their involvement in lending
fornon-landbasedpurposes. (f)The State
Government should introduce a system
of regular checks to detect refusal of loans
to the weaker section.

The Committee underlined the need
for better spread of commercial banks
branches in rural and semi-urban’ areas
and recommended that the scheme of the
commercial banks adopting certain
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PACS need not be further extended;
instead, the Cooperatives should be per-
mitted to seek credit facilities from
commercial banks.

The Committee recognised that the
RRBs was the suitable institution to take
banking to the rural areas and ensure
more effective supervision over the
end-use of loans. It recommended that (a)
preference should be given to RRBs in
regard to licensing of branches in the rural
areas; (b) the RBI should facilitate the
transfer of eligible business of commer-
cial banks’ rural branches to RRBs when
such proposals were presented; (c)
RRBs’ losses in the initial years should
be made good by their shareholders and
the equity capital of RRBs be raised
suitably; (d) RRBs’ should continue to
confine their operations to the weaker
sections; (e) emoluments of the staff of
RRBs should continue to be determined
with due regard to State Government
scales as was being done by Government
of India; (f) various facilities from
sponsor banks to RRBs should continue
for a period of 10 years in each case; (g)
non-officials connected with agricultural
development may be nominated on the
Board of RRBs but politicians should not
be considered for this purpose; (h) the
control, regulation and promotional
responsibility relating to RRBs should be
transferred from the Government of India
to RBI/NABARD; and (i) as RRBs
served the weaker sections exclusively,

facilities such as concessional refinance
from RBI should be continued. The
Government accepted the recommenda-
tions of the Committee for the setting up
of NABARD and necessary legislation
was enacted in December 1981.

There was a change in the Govern-
ment in January 1980. The 1978-83 Plan
was replaced after operating for two years
viz., 1978-79 and 1979-80, by the Sixth
Five Year Plan, 1980-85.

Sixth Five Year Plan, 1980-85

The main objectives of the institu-
tional credit policy laid down for the
Sixth Plan, 1980-85 were to (a) secure an
increase in the total volume of institu-
tional credit for agriculture and rural
development; (b) direct a larger share of
the credit to the weaker sections; (c)
reduce the regional imbalances in the
availability of credit; (d) bring about
greater coordination between different
credit institutions under the multiple
agency system; and (e) improve the
recovery of institutional loans to ensure
continuous re-cycling of credit. The
availability of institutional credit to
agriculture was projected to expand from
the base level of Rs. 2,550 crore in
1979-80 toRs. 5,4 15crore in the terminal
year (1984-85) of the Sixth Plan. The
level of credit support during the Plan
period projected for the different credit
agencies is given in Table 10.
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TABLE 10. CREDIT SUPPORT TO AGRICULTURISTS, 1984-85

Agency Anticipated Advances Projected for 1984-85
in 1979-80

(Rs. Crore)

Cooperatives
Short-term 1300 2500
Medium-term 125 240
Long-term 275 555

Commercial Banks (Including
Regional Banks)

Short-term 450 1500
Term Loans 400 620

Total 2,550 5,415

Source: Sixth Five Year Plan, 1980-85, Planning Commission New Delhi.

Thus, the cooperatives were to con-
tinue to have the predominant role in
terms of both volume and territorial
coverage. However, a number of dis-
concerting features regarding the prog-
ressof cooperative creditwere noted. The
growth of cooperative credit had slowed
down because of the mounting overdues
which were clogging credit recycling.
The write-off of debts as done by some
States was setting an undesirable prece-
dent and would hamper recovery effort in
the future. There were also considerable
regional disparities in the availability of
credit. Again, although the cooperatives
covered almost the entire country-side
the membership was only 45 per cent of
the total rural families. The weakest
section of the rural community were still
inadequately represented. While the
share of the weaker sections in credit had
risen to about 40 per cent of the total, this
fell short of their essential production
needs.

Hence, in the Sixth Plan, attention
was to be directed to (a) strengthening of
the primary village societies so that they
were able to act effectively as multipur-
pose units; (b) re-examining the existing
cooperative policies and procedures to
ensure greater attention to the rural poor;
(c) re-orientation and consolidation of the
role of the apex institutions to enable
them, through their constituent institu-
tions, to effectively support a rapidly
diversifying and expanding agricultural
sector; and (d) development of profes-
sional manpower and appropriate pro-
fessional cadres to man managerial
positions [Planning Commission, 1981,
Pp. 177-179].

The Plan endorsed the setting up or
the NABARD which was established by
an Act of Parliament (Act 61 of 1981) in
July 1982 ‘for providing credit for the
promotion of agriculture, small scale
industries, cottage and village industries,
handicrafts and other rural crafts and
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other allied economic activities in rural
areas with a view to promoting integrated
rural development and securing pros-
perity of rural areas’. NABARD took
over the functions of the erstwhile
Agricultural Credit Department (ACD)
and Rural Planning and Credit Cell
(RPCC) of the RBI and the ARDC. Its
subscribed and paid-up capital is Rs. 100
crore, contributed by the Government of
India and the RBI in equal proportions. It
(i) serves as an apex refinancing agency
for the institutions providing investment
and production credit for promoting the
various developmental activities in rural
areas; (ii) takes measures towards insti-
tution building for improving absorptive
capacity of the credit delivery system,
including monitoring, formulation of
rehabilitation schemes, restructuring of
credit institutions, training of personnel,
etc; (iii) coordinates the rural financing
activities of ail the institutions engaged
in developmental work at the field level
and maintains liaison with Government

of India, State Governments, RBI and
other national level institutions con-
cerned with policy formulation; and (iv)
undertakes monitoring and evaluation of
projects refinanced by it. NABARD’s
refinance is available to State Land
Development Banks (SLDBs), State
Cooperative Banks (SCBs), Scheduled
Commercial Banks (CBs) and Regional
Banks (RRBs) [NABARD, Annual
Report, 1982-83, p. 74].

Progress in the Sixth Plan (1980-85)

By end of March 1985, the coopera-
tives with a country-wide net work of
94,089 PACS constituted the dominant
agency in terms of volume of loans
advanced and territorial coverage. The
commercial banks had over 36,000
semi-urban and rural branches and there
were 182 RRBs with 8,727 branches. The
targets and achievements in the Sixth
Plan are shown in Table 11.

TABLE 11. LOANS ADVANCED DURING 1980-85

Programme Target 1980-85 Achievement 1980-85

(Rs. Crore)

Cooperatives
Short-term Loans 2500 2334

Medium-term Loans 240 662
Long-term Loans Commer- 555

cial Banks/RRBs
Short-term Loans 1500 1110
Term Loans 620 1450

Total 5,415 5,556
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The refinance provided by NABARD
under schematic lending amounted to Rs.
1,061 crore in 1984-85. The share of
SLDBsand SCBs in total refinancing was
31 per cent while commercial banks and
RRBs availed of the remaining 69 per
cent.

Inspite of all this expansion of insti-
tutional credit, a Committee to review the
Administrative Arrangements for Rural
Development (CAARD) set up by the
Ministry of Agriculture, in its report
submitted in December 1985, estimated
that only 40 per cent of the rural credit
was provided by these institutions; the
money lenders still supplied the balance
of sixty per cent of the rural credit. The
Committee reiterated that it ’should be
the goal of national planning aridbanking
development that the institutional credit
becomes the predominant part of rural
and agricultural credit in the country’ and
that this could be accomplished by
strengthening of the staffing system of
the banking institutions - cooperative,
RRBs and commercial; changes in the
lending programme by identifying the
needs of the poor, procedure of lending,
utilisation of loans and recovery of loans;
the structure and organisation of the
banks in the rural areas and their coor-
dination with development administra-
tion; and generally strengthening the
cooperative institutions [Ministry of
Agriculture, 1985, p. 58].

Moreover, there was little improve-
ment in the recovery of institutional
loans. At the end of June 1985, the
percentage of overdues to demand at the
PACS level was around 40 per cent while
at the level of LDBs it was around 42 per
cent. The recovery position in the case of
RRBs and commercial banks was worse
at around 50 per cent. The health of
agricultural credit institutions, both
cooperatives and commercial banks, was
in a very sad state in many parts of the
country. Wilful default and overdues
were mounting even in cooperatively
progressive States like Gujarat and
Maharashtra. By writing off agricultural
loans and providing subsidies out of the
State exchequer, some States had set a
bad precedent. According to the Seventh
Plan, if this trend was not reversed and if
banks were reduced to institutions pro-
viding grants rather than recycling credit,
the banking system would not be able to
meet the ,credit needs of agriculture in
future [Planning Commission, 1985, Vol.
II, p. 17].

Seventh Five Year Plan, 1985-90

The policy objectives in the sphere of
agricultural credit in the Seventh Plan
were again the same, namely, (a) to
ensure a substantial increase in the flow
of credit, particularly to weaker sections;
(b) to improve recovery; (c) undertake
credit planning and monitoring in a
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coordinated manner at the National, State
and District levels. Operational effi-
ciency of the credit institutions particu-
larly cooperatives, in terms of manpower,
financial resources, and procedures, had
to be improved. PACS would be con-
verted into multipurpose cooperatives in

a phased manner so as to enable them to

handle, not only credit but also other

services and supplies. The targets of

agricultural credit by different institu-

tions proposed in the Seventh Plan are

given in Table 12:

TABLE 12. TARGETS OF AGRICULTURAL CREDIT BY 1989-90

Agency 1989-90 (Rs crore)

Cooperatives:
Short-term loans 5,540
Medium-term loans 500
Long-term loans 1,030

Commercial Banks/RRBs:
Short-term loans 2,500
Term loans 3,000

Total 12,570

The Seventh Plan Mid-term Appraisal
mentioned that, during the fist three years
of the Plan, disbursement of agricultural
credit was much below the Plan targets.
As against the Annual Plan targets of RS.
3,700 crore for 1985-86, RS. 3,960 crore
for 1986-87, and Rs. 4,275 crore for
1987-88, the anticipated achievements
are reported to be Rs. 3,200 crore, Rs.
3,500 crore and Rs. 3,700 crore, respec-
tively. One reason was severe drought
and floods in many parts of the country
which affected the recovery of crop loans
and resulted in mounting overdues
ranging between 40 to 45 per cent. ‘The
expansion of credit as envisaged in the
Seventh Plan would not be possible

unless substantial improvement is
brought about in the overdues position of
the cooperative credit structure at various
levels’ [Planning Commission, 1988, p.
975].

Eighth Five Year Plan, (1990-95):
Perspectives and Issues

The planning Commission circulated
in early 1989 a draft of its views On
planning in the Eighth Five Year Plan,
1990-95. Referring to rural credit, it
mentioned that ‘households which had an
asset holding of less than Rs. 10,000 were
getting between 67 - 90 per cent of their
credit from money lenders. The banking
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system was helping mainly the richer
households. For example, households
with asset holdings above Rs. 5 lakh
secured 95 per cent of their credit from
institutional sources; i.e., banking and
cooperative credit systems; and house-
holds owning assets between Rs. 1 lakh
and Rs. 5 lakh got three quarters of their
credit from the banking system. Thus the
institutional system has uptil now not
succeeded in providing credit support to
a majority of the small agricultural pro-
ducers. This in effect means that the
subsidy systems on agricultural credit do
not reach a majority of the producers who
are small, and in fact are highly ineffi-
cient in providing support to the pro-
duction Therefore, ‘The balance period
of the Seventh Plan and the Eighth Plan
will have to be used for the conscious
design of policies which can organise and
activate institutional systems which
provide support to the small peasant
structure of the Indian agricultural
economy. The present systems are both
inequitous and inefficient. Special insti-
tutions for smaller peasants, greater
openness in be working of rural credit
cooperatives and rural development
agencies, including advertisement of
their allocations at the village level and
organisation of poorer beneficiaries, are
all the kind of steps that can be consid-
ered’ [Planning Commission, 1989, p.
17-18].

To sum up: In the four decades since
the Rural Credit Survey in 1951-52, the
institutional arrangements for the supply
of-credit to agriculture have increased
greatly. There are now cooperative credit
institutions, including Farmers’ Service
Societies, Regional Rural Banks, Com-
mercial Banks, NABARD, and the RBI
looking after the needs of credit in the
rural areas. The quantum of institutional
credit through PACS alone has increased
from Rs. 24 crore in 1951-52 to Rs. 3,700
crore in 1986-87. The proportion of
institutional credit available to agricul-
turists has increased from 7 per cent of
their total requirements in 1951-52 to 40
per cent in 1985-86. But, overdues with
PACS have increased from 25 per cent of
their outstandings in 1951-52 to 40 per
cent by 1986-87. Moreover, the small
farmer continues to be inadequately
attended to. In 1951-52, he depended
mainly on private agencies. But, even in
1988, households with an asset holding
of less than Rs. 10,000 depended on
private agencies for 67 - 90 per cent of
their credit needs. New institutions and
agencies have not helped much the small
and marginal farmers and the landless
labourers for whom they were primarily
set up.

These problems were identified and
articulated in the Rural Credit Survey in
1951-52. It was also then recognized that
the persistence of these problems meant
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a failure of fifty years of cooperative
movement in India. But there appeared
no other solution. Hence, the conclusion
in the famous phrase: "Cooperation has
failed, but Cooperation must succeed"
[Reserve Bank of India, 1954, Vol. II, p.
372]. The remedy was to create "new
conditions in which it can operate effec-
tively and for the benefit of the weaker".
The essence of the new conditions was
state partnership at all levels. The need
for a strong base was recognised. There
were repeated exhortations to strengthen,
to reorganize, to restructure, to revitalise
the primary cooperatives. But, there was
little appreciation that this could not be
done by initiative from above. Instead, a
weak base was vastly expanded as per
plan targets and an immense govern-
mental and semi-governmental super-
structure was created. The driving
principle seemed to be: ‘If people cannot
or will not do it, the state can and will do
it’.

There has been an admirable concern
for the weak and the poor. But, under-
standably, credit was the panacea. That
sometimes it can do more harm than good
was recognised but was forgotten or
overlooked. The Committee of Direction
of the RCS makes a perceptive observa-
tion: "’Credit’ says an old French prov-
erb, ’supports the farmer as the
hangman’s rope supports the hanged.’
But if credit is sometimes ’fatal’, it is

often indispensable to the cultivator. ...
Agricultural credit is a problem when it
cannot be obtained; it is also a problem
when it can be had but in such a form that
on the whole it does more harm than
good," [Reserve Bank of India, 1954, VI.
II, p. 151]. Unfortunately, this perception
was not pursued and liberal credit was
advocated not only where it was needed
but where it would be taken. In justifi-
cation, the Committee said that ’a large
part of the working funds which the
subsistence farmer needs has the
appearance of being related to his con-
sumption rather than to his production’
and then with a certain prescience noted:
"Such a farmer in effect requires what is
familiar to Governments in India as
‘ways and means advances’". Exactly,
the ways and means advances are sup-
posed to be very short term borrowing by
the Government. But the Government
systematically converted them into long
term debt which now amounts to over
two-thirds of the national income of the
country and the interest payments on
which amount almost to a quarter of the
annual revenues of the Government.
Precisely in similar manner, overdues are
mounting in agricultural credit with this
difference that they are called by their
proper name, namely, overdues.

Soon after the publication of the
Report of the Committee of Direction, Sir
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Malcolm Darling [Darling, 1955], refer-
ring to the vast and rapid expansion of
cooperative credit advocated by the
Committee, said: "The Committee have
certainly made out a strong case, on paper
at least, for a large increase in the flow of
credit, but I cannot forget Professor
Carver’s dictum that ’farmers who do not
keep accurate accounts (and how many
do this in India?) and who have not a keen
sense of values should avoid use of credit
like the plague’. But that was written
before the age of planning, and the
trouble is that one plan necessitates
another. Hence in large measure this
particular plan." "What guarantee" he
asked "is there that it (credit) will go only
to the creditworthy or that the cultivator
with more money to spend will be more
punctual in repayment, more provident
and less feckless? The camel driver, says
an Arab proverb, has his plans, and the
camel has his. So has it often been
between Government and peasant in the
past, and it may well be so again." Evi-
dently, it was so. The overdues mounted
and soon threatened to clog the flow of
credit. Committee after committee not-
iced this but ended up recommending
bypasses to let the credit flow round the
overdues acting on the dictum :’Credit
should be given not only where it is due
but also where it is overdue’.

Referring to the state participation,
Sir Malcolm Darling raised the funda-
mental question: "How will self-help and
mutual help fare with so much done for
the members by Government ? ... Are
they not likely to wilt, or even be crushed
under the weight of the proposed state
structure. It is intended that Government
should gradually withdraw from part-
nership as societies become more com-
petent to manage their own affairs; but,
as India knows, it is never easy to
persuade those in authority that the time
has come for withdrawal, still less easy
to get employees to train others to take
their place." [Darling, 1955].

Soon after, Sir Malcolm Darling was
invited by GOI "to review recent devel-
opments in the field of Co-operation with
reference to programmes in the Second
Five Year Plan ..." We may note that Sir
Malcolm Darling was a member of the
Indian Civil Service. He joined the ser-
vice in 1904 and, as a senior civil servant,
served mostly in Punjab. He was the
Commissioner of Income Tax, Punjab,
etc., 1921-27; Registrar, Cooperative
Societies, Punjab, 1927; President,
Indian Economic Association, 1928;
Chairman, Punjab Banking Enquiry
Committee, 1930; Commissioner,
Rawalpindi, 1934; on special duty,
Finance Department, Government of
India, 1934; Vice-Chancellor, University
of Punjab, 1931 and 1937-38, Chairman,
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Punjab Land Revenue Assessment
Committee, 1938; President, Aliens
Interrogation Committee, 1939-40;
President, Indian Society of Agricultural
Economics, 1940. He was the author of
(i) Some Aspects of Cooperation in
Germany and Italy, 1922; (ii) The Punjab
Peasant inProsperity andDebt, 1925; (iii)
Rusticus Loquitor or the Old Light and
the New in the Punjab Village, 1930; and
(iv) Wisdom and Waste in the Punjab
Village, 1934. He submitted his report on
June 17, 1957. We quote below the first
three paragraphs of his Introduction.

"The Second Five Year Plan involves
the most spectacular effort ever con-
templated in the field of agricultural co-
operation. Briefly, the supply of credit is
to be increased from Rs. 43 to 255 crores,
over 2,200 marketing and processing
societies, including 160 ginning and
sugar factories, are to be formed, 5,500
godowns and 350 warehouses are to be
built, and the number of members of
societies is to be raised from 5 to 15
million. In short, Co-operation is to be
‘the vital principal of all rural develop-
ment’.

"I need hardly say that I am in entire
sympathy with this principle. It has long
been my belief that Co-operation is the
only satisfactory means of securing the
peasant’s well-being in this complicated
world. But if this faith is to be justified,

nothing must be done to endanger the
movement, particularly at the primary
level, where it has its real being. Too
much is at stake and too many millions
affected. Accordingly, in considering the
programme ... and its relation to the
movement as it is, it was necessary to
consider whether so much could be done
in so short a time without endangering it.
The field I was specially concerned with
was agricultural credit and ... I came to
theconclusion that the pace proposed was
too fast for sound development even in
the four States - Bombay, Andhra,
Madras and the Punjab - where the
movement is strongest; doubly so in the
others I visited or was able to consider.

"Against this it is urged that India
must develop at the pace of totalitarian
countries, with however this difference
that the stimulus must come from below,
and on a co-operative basis; otherwise
democracy will not survive. The differ-
ence is all important, for all democratic
processes involve a slower pace than
authoritarian. In the Draft Out- line of the
Plan it is rightly said that ’if strong
primary units exist at the base, effective
organisations can also be built. Yet it is
proposed to add an imposing storey - for
co-operative manufacturing, marketing
and processing - to a structure ... nowhere
very strong and in some States deplor-
ably weak, and to do this without any
systematic strengthening of its
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foundations. This is sooner or later to risk
partial, perhaps even in some areas, total
collapse. And if that happens, experience
shows only too clearly that rebuilding is
extremely difficult - also very costly.
Bihar and Bengal are conspicuous
examples of this; indeed in every State
the path of Co-operation is strewn with
wreckage." [Planning Commission,
1957, Pp. 1-21. Unfortunately, his fore-
bodings have come true. Evidently, the
situation demands, not more of the same
thing but, a new and fresh thinking.

ABBREVIATIONS

ACD Agricultural Credit Department of the
Reserve Bank of India

ARDC Agricultural Refinance and Develop-
ment; Corporation

DCCB District Central Cooperative Banks
FSS Farmers’ Service Society
GOI Government of India
LDB Land Development Banks
NABARD National Bank for Agriculture and

Rural Development
NCA National Commission on Agriculture
NDC National Development Council
PACS Primary Agricultural Credit Societies
PEO Programme Evaluation Organisation

of the Planning Commission
RBI Reserve Bank of India
RCS Rural Credit Survey Report, 1951-52
RPCC Rural Planning and Credit Cell of the

Reserve Bank of India
RRB Regional Rural Banks
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STATEMENT I. ADVANCES BY PRIMARY AGRICULTURAL CREDIT SOCIETIES

Year Number of Membership Loans and Loans Recov- Loans Loans Percentage of
Societies Advances ered during the Outstanding Overdue Overdues to

year Outstandings

(lakh) (lakh) (Rs. Crore) (%)

(1) (2) (3) (4) (5) (6) (7) (8)

1947-48* 0.85 35 10 8 16 4 25.00
1948-49* 1.12 44 14 11 21 5 23.80
1949-50* 1.17 48 18 13 25 5 20.00
1950-51* 1.15 51 23 18 29 6 20.69
1951-52 1.08 48 24 19 34 9 26.47
1952-53 1.12 51 26 21 38 10 26.32
1953-54 1.27 58 30 26 42 12 28.57
1954-55 1.43 66 35 29 49 15 30.61
1955-56 1.60 78 50 38 59 15 25.42
1956-57 1.62 91 67 51 77 17 22.08
1957-58 1.67 102 96 65 107 23 21.50
1958-59 1.83 119 126 96 135 27 20.00
1959-60 2.03 144 169 126 178 38 21.35
1960-61 2.12 170 203 163 218 44 20.18
1961-62 2.15 196 228 190 257 63 24.51
1962-63 2.11 217 257 211 294 77 26.19
1963-64 2.10 237 297 247 343 77 22.45
1964-65 2.01 254 316 288 371 96 25.88
1965-66 1.92 261 342 284 427 125 29.27
1966-67 1.79 267 366 278 477 160 33.54
1967-68 1.72 281 428 374 534 171 32.02
1968-69 1.68 292 503 421 619 214 34.57
1969-70 1.63 298 542 455 711 268 37.69
1970-71 1.61 304 580 505 784 322 41.07
1971-72 1.57 320 613 536 858 377 43.94
1972-73 1.55 335 776 655 979 368 37.59
1973-74 1.54 350 763 669 1,055 443 41.99
1974-75 1.53 364 904 782 1,177 503 42.74
1975-76 1.34 395 1,026 898 1,299 561 43.19
1976-77 1.23 448 1,307 966 1,599 683 42.71
1977-78 1.16 479 1,282 1,077 1,798 809 44.99
1978-79 0.96 525 1,458 1,232 2,049 927 45.24
1979-80 0.95 548 1,629 1,305 2,372 1,088 45.87
1980-81 0.94 577 1,769 1,637 2,621 1,085 41.40
1981-82 0.94 632 2,223 1,904 2,965 1,248 42.09
1982-83 0.93 640 2,441 2,179 3,233 1,417 43.83
1983-84 0.92 667 2,499 n.a. 3,497 1,574 45.01
1984-85 0.92 691 2,693 n.a. 3,980 1,630 40.95
1985-86 0.92 721 3,140 n.a. 4,323 1,806 41.78
1986-87 0.89 719 3,149 n.a. 4,636 1,996 43.05
1987-88 0.90 873 3,687 n.a. 5,262 2,132 40.52

* Inclusive of Grain Banks.
Sources: 1. Statistical Statements Relating to the Cooperative Movement in India, Reserve Bank of India, Bombay, various
years.

2. Statistical Statements Relating lo the Cooperative Movement in India, NABARD, Bombay, 1981-82 onwards.
3. Important Items of Data, Credit and Non-Credit Societies, NABARD, Bombay, 1983-84 onwards.
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STATEMENT II. ADVANCES BY STATE COOPERATIVE BANKS

Year Number of Membership Loans and Loans Recov- Loans Loans Percentage of
Societies Advances ered during Outstanding Overdue Overdues to

the year Outstandings

(lakh) (lakh) (Rs. Crore) (%)

(1) (2) (3) (4) (5) (6) (7) (8)

1947-48 11 0.15 22 22 9 n.a. -
1948-49 12 0.16 41 33 17 n.a. -
1949-50 14 0.19 30 32 14 2 14.29
1950-51 15 0.21 42 38 18 2 11.11
1951-52 16 0.23 55 53 20 3 15.00
1952-53 17 0.26 40 41 20 3 13.04
1953-54 22 0.32 52 49 23 3 16.67
1954-55 24 0.36 50 49 24 4 11.43
1955-56 24 0.36 68 58 35 4 8.00
1956-57 23 0.33 123 110 50 4 8.00
1957-58 21 0.32 219 57 75 6 5.94
1958-59 22 0.32 101 74 101 6 4.62
1959-60 22 0.22 197 91 130 6 4.19
1960-61 21 0.22 258 122 167 7 4.06
1961-62 21 0.23 256 141 197 8 3.74
1962-63 21 0.16 295 148 214 8 2.90
1963-64 21 0.23 318 291 241 7 2.47
1964-65 22 0.21 402 357 283 7 2.93
1965-66 22 0.21 408 322 307 9 5.23
1966-67 25 0.21 451 262 325 17 5.03
1967-68 25 0.21 540 377 358 18 5.01
1968-69 25 0.21 667 423 459 23 5.49
1969-70 25 0.18 704 488 510 28 6.74
1970-71 26 0.19 749 383 534 36 6.88
1971-72 26 0.19 947 523 552 38 5.95
1972-73 26 0.20 1,135 675 635 42 8.92
1973-74 26 0.20 1,204 806 706 63 4.78
1974-75 26 0.19 1,382 843 920 44 4.81
1975-76 26 0.20 1,515 1,056 894 43 5.33
1976-77 26 0.23 1,898 1,138 1,088 58 7.17
1977-78 26 0.30 2,023 1,382 1,338 96 8.94
1978-79 27 0.36 2,283 1,531 1,420 127 11.59
1979-80 27 0.23 2,363 1,578 1,510 175 8.82
1980-81 27 0.25 2,870 1,844 1,836 162 6.62
1981-82 27 0.31 3,675 2,009 2,477 164 6.19
1982-83 28 0.30 4,144 2,588 2,909 180 6.10
1983-84 28 0.30 4,444 1,783 2,916 178 7.75
1984-85 28 0.31 4,417 2,137 3,150 244 7.58
1985-86 28 0.38 5,514 2,931 3,853 292 9.00
1986-87 28 0.40 7,278 2,660 4,066 366 8.35
1987-88 28 0.56 9,323 3,153 4,805 401

Source: As in Statement I.
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STATEMENT III. ADVANCES BY CENTRAL COOPERATIVE BANKS

Year Number of Membership Loans and Loans Recov- Loans Loans Percentage of
Societies Advances ered during Outstanding Overdue Overdues to

the year Outstandings

(lakh) (lakh) (Rs. Crore) (%)

(1) (2) (3) (4) (5) (6) (7) (8)

1947-48 469 1.67 63 61 22 n.a.
1948-49 484 1.83 93 86 29 n.a.
1949-50 498 1.90 75 76 29 3 10.34
1950-51 505 2.07 83 77 34 3 8.82
1951-52 509 2.31 106 102 36 5 13.88
1952-53 505 2.49 66 65 36 6 16.67
1953-54 499 2.48 65 62 38 7 18.42
1954-55 485 2.72 69 65 43 8 18.60
1955-56 478 2.99 80 68 54 8 14.81
1956-57 451 3.11 101 65 72 9 12.50
1957-58 418 3.23 160 79 101 12 11.88
1958-59 402 3.41 210 107 131 15 11.45
1959-60 400 3.69 297 147 176 24 13.64
1960-61 390 3.88 354 185 220 27 12.27
1961-62 387 3.99 384 208 259 41 15.83
1962-63 375 3.91 434 236 289 52 17.99
1963-64 372 3.65 529 267 340 54 15.88
1964-65 360 3.65 607 308 390 66 16.92
1965-66 346 3.61 545 322 438 87 19.86
1966-67 346 3.34 625 353 499 124 24.85
1967-68 344 3.54 727 377 549 136 24.77
1968-69 341 3.40 823 423 641 173 26.99
1969-70 340 3.12 855 497 740 215 29.05
1970-71 341 3.10 866 546 813 274 33.70
1971-72 341 3.04 1,020 638 889 319 35.88
1972-73 344 3.02 1,246 730 1,028 310 30.16
1973-74 341 3.06 1,249 759 1,163 376 32.33
1974-75 341 3.08 1,524 900 1,347 434 32.22
1975-76 344 2.98 1,722 1,066 1,428 460 32.21
1976-77 344 2.89 1,988 1,119 1.796 596 33.18
1977-78 338 2.86 2,116 1,316 2,115 754 35.65
1978-79 338 2.70 2,432 1,391 2,328 835 35.87
1979-80 337 2.76 2,695 1,341 2,617 969 37.03
1980-81 337 2.63 3,211 1,713 2,987 940 31.47
1981-82 337 2.75 4,167 2,022 3,733 1,110 29.73
1982-83 340 2.90 4,905 2,348 4.380 1,329 30.34
1983-84 349 2.84 5,110 2,294 4,707 1,567 33.29
1984-85 350 2.63 6,476 2,501 5,075 1,463 28.82
1985-86 352 2.68 7,233 2,788 5,444 1,696 31.15
1986-87 353 2.92 6,343 2,942 6,217 1,883 39.00
1987-88 351 2.82 8,515 3,486 7,915 2,044 25.82

Source: As in Statement I.
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STATEMENT IV. ADVANCES BY PRIMARY LAND MORTGAGE/DEVELOPMENT BANKS

Year Number of Membership Loans and Loans Recov- Loans Loans Percentage of
Banks Advances ered during Outstanding Overdue Overdues to

the year Outstandings

(lakh) (lakh) (Rs. Crore) (%)

(1) (2) (3) (4) (5) (6) (7) (8)

1947-48 268 1.39 1 0.3 4 neg. neg.
1948-49 272 1.51 1 0.4 4 0.4 10.00
1949-50 283 1.86 1 0.4 5 0.1 2.00
1950-51 286 2.15 1 0.5 6 0.1 1.67
1951-52 289 2.14 1 0.5 7 0.1 1.43
1952-53 288 2.45 1 0.5 8 0.1 1.25
1953-54 291 2.65 1 0.6 9 0.2 2.22
1954-55 292 2.91 1 1 9 0.2 2.22
1955-56 302 3.14 2 1 11 0.2 1.82
1956-57 326 3.34 2 1 12 0.3 2.50
1957-58 347 3.75 3 1 13 0.3 2.31
1958-59 363 4.40 3 1 15 0.4 2.67
1959-60 408 5.50 5 1 19 1 5.26
1960-61 463 6.69 7 2 25 1 4.00
1961-62 536 8.52 13 2 35 1 2.86
1962-63 571 10.51 19 3 51 1 1.96
1963-64 583 12.78 23 6 69 2 2.90
1964-65 643 14.93 31 7 93 2 2.15
1965-66 673 18.43 41 10 124 4 3.23
1966-67 707 21.57 41 11 155 6 3.87
1967-68 731 24.47 65 16 204 6 2.94
1968-69 740 28.42 104 22 286 7 2.45
1969-70 809 31.22 113 33 367 10 2.72
1970-71 865 35.37 104 38 448 18 4.02
1971-72 870 39.06 111 48 516 18 3.49
1972-73 855 38.28 102 45 447 18 4.03
1973-74 857 41.17 96 55 472 20 4.24
1974-75 872 44.19 111 55 518 25 4.83
1975-76 890 46.38 136 78 577 31 5.37
1976-77 892 51.52 191 84 667 52 7.80
1977-78 889 55.54 160 82 735 62 8.44
1978-79 890 56.06 170 103 796 91 11.43
1979-80 896 62.05 206 115 891 122 13.69
1980-81 858 65.66 234 159 986 130 13.18
1981-82 880 70.20 260 153 1,083 106 9.79
1982-83 885 75.27 264 141 1,212 141 11.63
1983-84 885 69.86 280 n.a. 1,262 176 13.95
1984-85 890 72.78 312 n.a. 1,247 141 11.31
1985-86 910 78.26 390 n.a. 1,326 152 11.46
1986-87 899 87.95 390 n.a. 1,461 196 13.41
1987-88 906 88.25 443 n.a. 1,494 231 15.46

Source: As in Statement I.
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STATEMENT V. ADVANCES BY CENTRAL LAND MORTGAGE/DEVELOPMENT BANKS

Year Number of Membership Loans and Loans Recov- Loans Loans Percentage of
Banks Advances ered during Outstanding Overdue Overdues to

the year Outstandings

(lakh) (lakh) (Rs. Crore) (%)

(1) (2) (3) (4) (5) (6) (7) (8)

1947-48 0.06 5 1 03 3 neg. neg.
1948-49 0.07 5 1 03 4 0.01 0.25
1949-50 0.09 5 1 04 5 0.01 0.20
1950-51 0.10 5 1 05 6 0.01 0.17
1951-52 0.35 6 3 04 8 0.03 0.38
1952-53 0.37 7 2 1 9 0.31 3.44
1953-54 0.50 9 2 3 10 0.30 3.00
1954-55 0.66 9 2 1 12 1 8.33
1955-56 0.91 9 3 1 13 0.24 1.85
1956-57 1.17 12 4 2 15 1 6.66
1957-58 1.20 17 5 2 19 1 5.26
1958-59 1.40 15 6 2 23 1 4.35
1959-60 1.54 18 9 2 28 1 3.57
1960-61 1.86 17 12 3 36 1 2.78
1961-62 1.94 17 15 4 48 2 4.17
1962-63 2.34 19 25 5 68 2 2.94
1963-64 2.66 18 30 7 90 2 2.22
1964-65 3.09 18 37 10 118 2 1.69
1965-66 4.03 18 56 11 163 3 1.84
1966-67 4.67 19 59 16 207 5 2.42
1967-68 5.39 19 92 22 278 2 0.72
1968-69 6.58 19 144 27 395 4 1.01
1969-70 7.96 19 153 35 512 5 0.98
1970-71 9.12 19 168 38 638 11 1.72
1971-72 10.57 19 145 53 729 13 1.78
1972-73 18.41 19 171 49 849 41 4.83
1973-74 20.14 19 147 88 914 42 4.60
1974-75 20.89 19 184 89 993 55 5.54
1975-76 21.74 19 205 114 1,069 64 5.99
1976-77 27.18 19 249 199 1,211 94 7.76
1977-78 24.34 19 239 222 1,305 127 9.73
1978-79 25.59 19 249 277 1,392 166 11.93
1979-80 26.52 19 309 258 1,535 205 13.36
1980-81 27.71 19 363 339 1,697 243 14.32
1981-82 29.05 19 370 350 1,861 191 10.26
1982-83 30.59 19 427 369 2,049 229 11.18
1983-84 33.11 19 439 364 2,236 283 12.66
1984-85 33.11 19 461 358 2,386 268 11.23
1985-86 34.72 19 533 394 2,625 323 12.30
1986-87 n.a. 19 551 438 2,829 405 14.31
1987-88 39.14 18 1,024 488 3,084 495 16.05

Source: As in Statement I.
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STATEMENT VI SCHEDULED COMMERCIAL BANKS’ DIRECT FINANCING TO AGRICULTURE

Last Friday Number of Limits Balance
of December Accounts Sanctioned Outstanding

(lakh) (Rs. Crore)

(1) (2) (3) (4)

1969 5.56 171.00 116.06

1970 10.49 308.97 240.38

1971 12.32 593.76 395.46

1972 14.55 377.57 310.52

1973 19.50 499.72 422.60

1974 22.67 640.17 539.49

1975 30.96 834.21 724.88

1976 44.13 1,135.14 1,002.83

1977 52.26 1,431.28 1,260.25

1978 60.73 1,908.98 1,665.07

1979 76.03 2,568.42 2,204.58

1980 85.01 3,282.52 2,789.15

1981 99.10 4,147.96 3,586.70

1982 105.13 4,678.74 4,060.54

1983 120.67 5,604.20 4,902.82

1984 138.36 7,141.40 6,135.61

1985 154.12 8,786.66 7,611.99

1986 169.71 10,493.34 9,160.35

Source: Report on Currency and Finance, Reserve Bank of India, Bombay, various years.



SALARIES OF CENTRAL GOVERNMENT
EMPLOYEES IN INDIA

V.M. Dandekar and F.K. Wadia 

The revision of salaries of Central
Government officers and staff have been
examined from time to time, both before
and after Independence. The earliest
revision took place in 1856, when the
duties and responsibilities of each Office
and the salaries that should be attached
to them was spelt out. Since 1947, four
PayCommissions anda numberofadhoc
committees have made recommendations
on the basic salary, dearness allowance,
city compensatory allowance, pensions,
etc., and on the streamlining of the var-
ious categories of service. As a result, we
have now a well provided Central
Government Service in India.

Before Independence

The matter of salaries of officers of
the covenanted civil service of the British
Government of India was examined by a
Commission in March 1856 under the
Chairmanship of Mr. Henry Rickets. The
guiding principles were: ‘Wherever the
duties are the same in nature and extent,
me salaries should also be the same; ...
Where the duties vary, the difference of
salary should correspond to the differ-
ence of duty. All salaries disproportioned
to the duties to be performed, or which

admit of reduction, should be prospec-
tively reduced.’ Accordingly, the Com-
missioner prepared a statement of duties
and responsibilities of each office and the
salaries that should be attached to them
and expressed his confidence that his
report would ‘be as useful in 1958 as in
1858.’

Meston Committee, 1908

Fifty years later, in 1908, the Gov-
ernment appointed a Committee presided
over by Sir James Meston to deal with the
pay and prospects of clerks in the Sec-
retariats of the Government of India and
certain other offices. At that time, the
clerical establishments of the Secretariat
were divided into two divisions. In view
of the cost of living and the need for
attracting the proper type of men, the
Committee fixed the initial pay for the
first division clerks at Rs 140 to reach the
maximum of Rs 400. They regarded the
second division as standing on a different
footing because its work was assumed to
be of a simple or routine character. Its
recruitment was therefore held to be
subject to the ordinary laws of demand
and supply. They therefore fixed the
initial pay for this division at Rs 60 and
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the maximum at Rs 200, adding a per-
sonal allowance of Rs 25 or Rs 50 after
the 28th and 30th year of service. They
were opposed to the incremental system
and proposed that in each division there
should be a considerable range of grades
at short intervals of pay. Referring to
Registrars and Superintendents, they
said, ‘It is a matter of high importance
that both these classes of officers should
be liberally paid not only on account of
the responsibilities of their work but
because these appointments are practi-
cally the only goals towards which the
ambition of the first division can press.’
They accordingly suggested Rs 800 for
the Registrar and three grades of Rs 500,
600 and 700 for Superintendents. In
recognition of the importance and
responsibility of the work done by the
Superintendents, the Committee recom-
mended that they should be granted the
rank of gazetted officers.

Report of Royal Commission on the
Public Ser vices in India, 1915 (Lord
Islington)

The Islington Commission was
appointed in September 1912 to examine
and report on (i) methods of recruitment
andsystems of training andprobation; (ii)
conditions of service, salary, leave, and
pension; (iii) such limitations as still exist
in the employment of non-Europeans and

working of the existing system of divi-
sion of services into Imperial and Pro-
vincial; and (iv) generally to consider
requirements of Public Service, and to
recommend such changes as may seem
expedient. The Commission submitted
its Report on August 14,1915.

The Commission limited its enquiry
to the higher services and grouped them
under three heads:- (i) those which
required a preponderating proportion of
British Officers, (e.g., Civil Service and
Police); (ii) those in which it was thought
desirable that there should be an admix-
ture of both Western and Eastern ele-
ments, (e.g., education, military, finance,
medicine, telegraph, engineering,
railways, and survey of India) and (iii)
scientific and technical services where
they held that there were no special rea-
sons for having a large number of officers
recruited from Europe. For the fast, they
decided that recruitment should continue
to be made exclusively in England; for
the second, they recommended that
recruitment might be made both in
England and in India; for the third, they
were of the opinion that it should be the
aim eventually to recruit in India for their
normal requirements.

The Commission discussed at some
length the question of salaries and laid
down the broad principle that Govern-
ment should pay ‘so much and so much
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only to its employees as was necessary to
obtain recruits of the right stamp and to
maintain themin such adegree of comfort
and dignity as would shield them from
temptationand keep themefficient for the
term of their service’. Regarding the
salary differential between the European
and Indian officers, they stated: The
advantages of equal pay for all officers
whodo the sameworkare obvious. Under
such a system, there can be no suspicion
that Europeans are favoured at the
expense of Indians, whilst the danger of
racial friction in the services is reduced
to a minimum. On the other hand, to set
in India for the public services a standard
of remuneration which is in excess of
what is required to obtain suitable Indian
officers is to impose for all time on the
country a burden which she ought not to
bear. The choice is thus between the two
evils of inequality on the one hand and
disregard of economy oil the other. So far
as the Indian Civil Service, the Indian
Medical Service, and certain other Ser-
vices were concerned, the Commission
felt that they should take ‘existing facts’
into account and they accordingly
allowed that members of these services
should thaw the same pay, whether they
were Europeans or Indians. For the ser-
vices to be recruited for in India, they
drew up separate scales of pay for
Europeans and Indians, respectively.

The Commission disapproved of the
graded system of remuneration then in
vogue and recommended substitution of
an incremental system subject to the
proviso that no increment should begiven
as a matter of right. Even among time-
scales, they expressed a preference for
what they called the compartment system
under which ‘separate scales are fixed for
separate groups of officers in each
department and a process of selection
takes place before an officer can pass
from one scale to another or from any
scale into a selection post’. They sug-
gested the following as reasonable scales
of pay for Indians in the higher services:-
Rs 250 - 40/3 - 450 - 50/3 - 500 per month
for all the higher services recruited from
the average graduate class and Rs. 300 -
50/2 - 500 - 50 - 1,050 for services
requiring higher initial qualifications;
beyond these, they provided selection
scales or posts. Further, they recom-
mended amalgamation of the Imperial
and Provincial Sections into a single
service andsuggested that overand above
the subordinate services there should be
two classes in the services under the
Government of India to be described as
Class I and Class II.

The consideration of the Commis-
sion’s report had to be deferred during the
First World War, 1914-1918. Final
orders on their proposals were passed
only during 19 19-20; and in doing so the
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authorities took into account the further
rise inprices thathad taken place between
1912 and 1920. The Commission’s rec-
ommendations were mainly responsible
for the system of classification and pay
scales obtaining in the country at the time
of Independence.

Report of the Royal Commission on the
Superior Civil Services in India, March
1924

With the passage of the Government
of India Act, 1919 and changes in the
recruitment policy, it was hoped that the
primary cause of unrest in India would be
eliminated. However, unrest increased.
Within four years from the passing of the
Government of India Act, the Secretary
of State and the Government of India
were obliged to reconsider the whole
question of the Services. Accordingly, in
June 1923, a second Royal Commission
on Superior Services in India was
appointed to enquire into and make rec-
ommendations on: (i) organisation and
general conditions of service, financial
and otherwise, of those services; (ii)
possibility of transferring immediately or
gradually any of their present duties and
functions to services constituted on a
provincial basis; (iii) recruitment of
Europeans and Indians respectively for
which provision should be made under
the Constitution established by the said
Act, and the best methods of ensuring and

maintaining such recruitment. The
Commission submitted its Report in
March 1924.

The Commission classified the
superior civil services under three heads,
viz., (i) Services operating in the reserved
fields of administration, namely, Indian
Civil Service, Indian Police Service,
irrigation Branch of Indian Service of
Engineers (whole cadre of this service in
Assam), and except in the Provinces of
Burma and Bombay, Indian Forest Ser-
vice. For all these Services, the Com-
mission recommended that appointments
should be controlled by the Secretary of
State in Council such that 50 per cent of
posts should go to Indians within 15 years
in ICS and within 25 years in IPS. Apart
from Indian Police Service and Indian
Service of Engineers, the Commission
did not recommend any increase in the
basic pay of the Services. In Indian Police
Service, the basic pay of the inferior scale
was to be raised by Rs. 25 a month and
of the superior scale which began at the
sixth year of service by Rs. 50 a month
up to the tenth year, then by Rs. 75 a
month to the thirteenth year of service,
Rs. 100 per month for the ensuing four
years, then by Rs. 75, Rs. 50 and Rs. 25
a month for the 18th, 19th and 20th year
of service, thereafter remaining at the
scale then prevailing. For Indian Service
of Engineers, their technical pay of Rs.
75 per month was to be included in the



VOL. 33 NOS. 1-3 SALARIES OF CENTRAL GOVERNMENT EMPLOYEES IN INDIA 233

basic pay. (ii) Services operating in the
transferred fields, namely, Indian Edu-
cational Service, Indian Agricultural
Service, Indian Veterinary Service and
Indian Forest Service (in Burma and
Bombay) and Roads and Buildings
Branch of Indian Service of Engineers
(except in Assam). The Civil side of
Indian Medical Service also fell within
this category but was discussed sepa-
rately. For all these services, the Com-
mission recommended that Local
Governments should have powers to
recruit personnel in future. The Local
Legislatures should pass Public Service
Acts, setting up Public Service Com-
missions, for regulating selection to these
services. The Commission did not
recommend any increase in the basic pay
of these services, except for Women’s
Educational Service for which the Gov-
ernment of India was requested to give
special consideration to enhance their
emoluments and make necessary rec-
ommendations to the Secretary of State.
(iii) Central Services, namely,
appointments to Political Department,
Imperial Customs Department and
Ecclesiastical Department. All the
appointments to the three Departments
were to be made by the Secretary of State
in Council. No revision in their basic pay
was recommended.

The Commission recommended a
number of concessions for Europeans
Officers in the three groups mentioned
above. These included (i) a rise in over-
seas pay from Rs. 150 to Rs. 250 a month
until the twelfth year of service and from
Rs. 250 to Rs. 30() a month thereafter; (ii)
four return passages during their service,
(iii) higher pensions and (iv) remittance
of money to England at the rate of 2
shillings to a rupee.

Between 1908 and 1928, all classes of
public servants under the Central Gov-
ernment had their emoluments increased,
in some instances more than once. When
the economic crisis of 1929-30 set in,
Government had to review the whole
position. To meet the immediate emer-
gency, certain percentage cuts were made
in the salaries of most public servants for
four years. On the suggestion of a
Retrenchment Advisory Committee, the
question of revision of rates of pay for
‘future entrants’ was taken up. Recom-
mendations on this behalf were made by
certain sub committees of the
Retrenchment Advisory Committee; and
Mr. (Sir Tenant) Sloan was placed on
special duty to examine the subject and
make proposals.

A uniform percentage reduction was
considered undesirable; it was felt that it
would be better to make heavier cuts at
the top. Some coordination between the
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Central and Provincial Services was
considered appropriate and a sub-
committee of the conference of Provin-
cial representatives concluded (May
1931) that pay of Class I Officers should
be fixed at Rs. 300 to 1,000 per month,
that pay of administrative heads of the
biggest departments should be fixed at
Rs. 1,600 to 2,000, pay of heads of other
departments at Rs. 1,450 to 1,750 and of
deputy heads at Rs. 1,250 to 1,500.
Uniformity of scales as between different
departments was not considered practi-
cable. In the light of these considerations,
a revised scale of salary was drawn up
involving a reduction of over 20 per cent
in the minimum and of nearly 30 per cent
in the maximum of the existing salaries.

Though the revised scales were
settled only late in 1933, they were made
applicable to all persons who had entered
service after July 1, 1931. As regards
persons already in service, the new scales
were not made applicable to them. There
thus came into vogue the system of two
scales of pay - referred to as the old and
new scales - according to which among
two sets of persons working side by side
and doing the same kind of work, one set
of people had been thawing salaries
according to the higher scale and the other
set paid according to a lower scale.

With outbreak of the Second World
War in 1939, prices particularly of
foodgrains began to rise and, about the
middle of 1940, the Government of India
sanctioned a scheme of grain compen-
sation allowance for their lower paid
employees. In August 1942, this was
replaced by a scheme of dearness
allowance. The country was divided into
three areas (A, B and C) in accordance
with the difference in cost of living. The
classification followed an existing
arrangement adopted by the Posts and
Telegraph Department for purposes of
pay scales. Subsequently, a number of
towns which showeda marked rise in cost
of living were upgraded. The beneficia-
ries were divided into two classes, those
receiving Rs. 40 per month and above and
those receiving less. In view of the dif-
ference in the wage and standard of living
between the two categories, a slightly
lower rate of dearness allowance was
adopted for persons drawing less than Rs.
40. The scheme was commended to the
Provincial Governments and was in
operation in 1946-47 with minor changes
to suit local needs.

In the first instance, dearness allow-
ance was granted only to non-gazetted
employees. Later on, the rate of
allowance as well as the maximum pay
limits were raised from time to time but
the increases sanctioned were in no way
proportionate to the rise in prices. Later
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still, it was thought proper to grant some
relief even to higher officers and a ‘war
allowance’ equal to 17-1/2 per cent of pay
was sanctioned with effect from July 1,
1944 for all married gazetted officers up
to certain pay limits and for non-gazetted
officers drawing pay above the maximum
limits fixed for eligibility to dearness
allowance. The rate of allowance was
however restricted to 7-1/2 per cent of
pay in the case of unmarried gazetted
officers. The maximum pay limit up to
which war allowance was granted to
married officers was Rs 2,000 per month
and in the case of single officers Rs 1,000.
Thisallowance was subject toa minimum
of Rs 50 per month and a maximum of Rs
263 per month in the case of married
gazetted officers and a minimum of Rs
30permonth in the caseof single gazetted
officers.

In Railways, officers drew dearness
allowance on the scale of war allowance
fixed for Government officers. As
regards subordinate employees, the
Government of India, after consultation
with the All-India Railwaymen’s Feder-
ation, decided on the following scales:-
Bombay and Calcutta including suburbs
- Rs. 3 to those drawing Rs. 60 per month
and below; Industrial Areas - Rs. 2-8-0 to
those drawing Rs. 50 per month and
below; and Other Areas - Rs. 2 to those
thawing Rs. 30 per month and below.
Certain grain shop concessions were also

allowed to the subordinate employees of
railways. Subsequent increases in the
rates of dearness allowance were also
made in consultation with the Federation
on an ad hoc basis to meet the rise in
prices. The rate of relief as well as the
maxima of pay were raised from time to
time. Similar changes were made in the
scheme of dearness allowance for other
employees of the Central Government
Arrangements were also made for the
relief of employees in the Posts and
Telegraph Department.

Report of the Central Pay Commission,
April-May 1947

As conditions of life became more
difficult during the later years of the war,
claims, representations, and protests
from several sections of the services
increased. There were also threats of
strike. Ultimately, on May 10, 1946, the
Government of India setup a Central Pay
Commission (hereafter referred to as the
First Pay Commission) with Mr. Justice
S. Varadachariar as Chairman. The
Commission submitted its Report in
April/May 1947. The Report was divided
into three Parts. Part I was mainly his-
torical. Part II dealt with the main aspects
of the problem relating to conditions of
service so far as they were common to all
departments of the Central Services. Part
III made detailed proposals in respect of
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salaries payable to and redress of griev-
ances of employees of each of the prin-
cipal sections of public service.

The Commission recommended
change in the nomenclature of categories
of Government servants from ‘subordi-
nate’ and ‘inferior’ to Class III and Class
IV. Thus four classes of Government
servants were recommended - Class I, II,
III and IV. The Commission presumed
that cost of living index would stabilize
somewhere between 160 and 175 taking
the pre-war index to be 100 and recom-
mended a series of scales of salaries
which could be common to all Central

Departments. The Commission sug-
gested that Rs. 55 and Rs. 90 were reas-
onable living wages for a working class
family and a middle class family,
respectively, at a cost of living index of
about 260. Of these sums, Rs. 30 and Rs.
55, respectively were to be the basic pays
and the balance the dearness allowance.
The Government, while generally
accepting the recommendations of the
Commission, prescribed over 500 scales
instead of the 156 recommended by the
Commission. But more than 75 per cent
of the staff were in about 30 typical scales
(Table 1).

Table 1. Typical Pay Scales Prescribed By Government
(Rupees)

1. 1,800 - 100 - 2,000 16. 160 - 10 - 250
2. 1,600 - 100 - 1,800 17. 150 - 7 - 185 - 8 - 225
3. 1,300 - 60 - 1,600 18. 80 - 5 - 120 - EB - 8 - 200 - 10/2 - 220
4. 1,000 - 50 - 1,400 19. 100 - 5 - 125 - 6 - 155 - EB - 6 - 185
5. 600- 40 - 1,000 - 1,000 - 1,050 - 1,050 - 1,100 - 1,100 - 20. 80 - 4 - 120 - 5 - 170
1,150
6. 350 - 350 - 380 - 380 - 30 - 590 - EB - 30 - 770 - 40 - 21. 60 (or 64,68,72) - 4 - 120 - EB - 5 - 170
850
7. 500 - 30 - 650 - EB - 30 - 800 22. 80 - 5 - 120 - 8 - 160
8. 275 - 25 - 500 - EB - 30 - 650 - EB - 30 - 800 23. 60 - 4 - 120 - 5 - 150
9. 160 - 10 - 300 - 15 - 450 24. 60 - 3 - 81 - EB - 4 - 125 - 5 - 130
10. 250 - 15 - 400 25. 75 - 3 - 105
11. 300 - 20 - 400 26. 55 - 3 - 85
12. 260 - 15 - 350 27. 60 - 5/2 - 75
13. 160 - 10 - 330 28. 40 - 1 - 50 - 2 - 60
14. 200 - 10 - 300 29. 35 - 1 - 50
15. 100 (124) - 8 - 140 - 10 - 200 - EB - 10 - 300 30. 30-1/2 - 35
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The scales were all ‘prescribed
scales’ and came into force in or after
1947. Exceptions were made in the case
of Indian Civil Service and Indian Police
Service officers whose grades were kept
higher than those recommended by the
Commission.

To assess further rise in cost of living,
the Commission suggested that the index
should be an All-India number to be
prepared by the Economic Adviser to the
Government of India and that changes in
the index should be reflected in dearness
allowance every six months. The Com-
mission recommended the following

slabs of dearness allowance based on
average cost of living index for different
cities in the country (Table 2).

Government sanctioned dearness
allowance on the basis of the Commis-
sion’s recommendations as from August
16, 1947. In addition, they extended the
dearness allowance scheme to pay ranges
above Rs. 1,000 and up to Rs. 2,150 on
the following basis:

Rs. 1,001 - 2,000 ... 10 per cent of pay
subject to a maximum of Rs. 150

Rs. 2,001 - 2,150 ... the amount by
which the pay fell short of Rs. 2,150.

Table 2. Dearness Allowance Based on Cost of Living
(Rupees)

Pay Range Cost of Living Index (Base 1939 - = 100)
Rs.

280 260 240 220 200 180 160

(1) (2) (3) (4) (5) (6) (7) (8)

Upto Rs. 50 30 25 20 15 10 5 -

51-100 40 35 30 25 15 10 -

101-150 45 40 35 30 18 - -

151-200 55 45 30 30 20 - -

201-250 60 50 40 30 20 - -

251-300 75 60 45 30 25 - -

301-500 85 70 55 40 25 - -

501-750 105 85 60 40 - - -

751-1,000 125 100 75 50 - - -
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For unmarried gazetted officers, the
dearness allowance was fixed at 10 per
cent of pay for salaries below Rs. 1,000
subject to a minimum of Rs. 40 and a
maximum of Rs. 75 per month; and for
the pay range Rs. 1,00l - 1,075, by the
amount by which the pay fell short of Rs.
1,075. The Commission had recom-
mended a six-monthly review of dearness
allowance and for a revision of the slab
rates upward or downward, as the case
might be, if the cost of living index
number for the last three months for
which the information was available,
showed a variation of 20 points. Instead,
the Government granted an ad hoc
increase of Rs. 10 in January 1949 and of
Rs. 5 in June 1951 to all persons whose
pay did not exceed Rs. 250 per month. On
account of some marginal adjustments,
employees in the pay ranges of Rs. 251 -
300 also got the increase on both these
occasions. By 1952, the dearness allow-
ance payable to the lowest pay group of
employees (Rs. 30 - 35) was Rs 40 per
month.

Report of the Dearness Allowance
Commission, 1952

In July 1952, the Government of India
set up a Committee to advise on the
‘percentage of the dearness allowance
now given to Central Government ser-
vants which should be allowed to be

treated as pay for all purposes in future
provided that, by doing so, the present

total of pay and dearness allowance is not
enhanced’. The Committee recom-
mended that for employees up to a pay of
Rs. 750 p.m., 50 per cent of the dearness

allowance drawn at present should be
treated as pay. It also made recom-
mendations of the manner in which
computation of pension, house rent
allowance, leave salary, etc., could be

made with the inclusion of half the
dearness allowance with pay. Govern-
ment accepted the recommendations, and
from April 1, 1953, half the dearness

allowance payable to persons whose pay
did not exceed Rs. 750 per month was
treated as pay for certain purposes.

In August 1957, the Government of

India set up the Second Pay Commission
called the ‘Commission of Enquiry on
Emoluments and Conditions of Service
of the Central Government Employees’.
The Commission submitted an Interim

Report in December 1957 and, accord-
ingly, an increase of Rs. 5 per month to
all employees drawing pay of not more
than Rs. 250 per month was granted with

effect from 1st July 1957. As on two
previous occasions, the benefit was
extended to employees in the pay range
of Rs. 251-300.
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Report of the Second Pay Commission,
August 24, 1959

The Commission submitted its final
Report in August 1959. It referred to the
structure of emoluments built up over the
years based on the First Pay Commis-
sion’s recommendations. That Commis-
sion had "introduced a principle that, as
a matter of social policy, the lowest rate
of remuneration should not be lower than
a ‘living wage’ and .... the highest salaries
should also, as a matter of social policy,
bekept down as far as possible, consistent
with the essential requirements of
recruitment and efficiency. The mini-
mum and maximum having been so
determined, the intermediate salaries
were fixed largely on considerations of
maintaining or establishing satisfactory
vertical relativities within a service or a
hierarchy of services, and horizontal
relativities between one set of services
and another." Hence, the Commission
opined that "until the economy develops,
no substantial improvement in the stan-
dard of living of ... the great majority of
Government servants (was) possible".

But then it hastened to add that "Devel-
opment planning does not, however,

postulate a general reduction in the
standard of living ... while thinking of
investments and development, it is well
to remember that our Plan has social as
well as economic objectives, and that
investment in human beings is not the one

that is least important, or one that brings
no return" [Jagannadhadas, 1959, Pp
18-19, 45].

The minimum remuneration of a
Central Government employee then was
Rs. 75 which the Commission thought

was reasonable in view of the minimum
wages fixed (between Rs. 30 and Rs.
52.50) under the Minimum Wages Act,
1948. The minimum remuneration had
risen from Rs. 55 in 1947 to Rs. 75 in
1958. The Commission compared this

rise with the all-India Working Class
Consumer Price Index and computed the
minimum emoluments which would be
necessary for full neutralisation at dif-
ferent dates (Table 3).
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Table 3. Minimum Emoluments Based on All-India Working Class Consumer Price Index

Year Average Minimum Average Consumer Index of Real Minimum
Remuneration Price Index Minimum Remuneration
Including D.A. Remuneration (a) Jan Including DA

47 = 100 required for full
neutralisation (a)
55 x (Col.3/80)

(Rs.) (Base: 1949=100) (Co12/55)/(Col.3/80) (Rs.)

(1) (2) (3) (4) (5)

1947 55 87 92 60

January 55 80 (b) 100 55

1948 55 97 82 67

1949 65 100 95 69

January 65 (c) 100 95 69

1950 65 101 94 69

1951 68 105 94 72

June 70(d) 106 96 73

1952 70 103 99 71

1953 70 106 96 73

1954 70 101 101 69

1955 70 96 106 66

1956 70 105 97 72

1957 73 111 95 76

July 75 (e) 113 97 78

1958 75 116 94 80

(a) Calculated on the assumption that the minimum remuneration of Rs. 55 corresponds to consumer price index
of 285 with August 1939 as base, or 80 with 1949 as base. (b) Index for January 1947 was assumed, on the
limited information then available, to be 285 with August 1939 as base. More reliable information since available
places the index for January 1947 at 289 with August 1939 as base. However, for the purpose of this table, the
figure of 80 is retained. (c) An increase of Rs. 10 in dearness allowance was allowed with effect from 1st January
1949. On time basis of avenge consumer price index for preceding 12 months (data for 6 months were not
available), minimum remuneration would be Rs. 67. (d) An increase of Rs. 5 in dearness allowance was allowed
with effect from 1st June 1951. On the basis of average consumer price index for preceding six months (which
was 108). minimum remuneration would be Rs 70. (e) The interim increase of Rs. 5 in dearness allowance was
allowed with effect from 1st July 1957. On the basis of the avenge consumer price index for the preceding 6
months (which was 108), the minimum remuneration would be Rs. 74.
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Thus, with consumer price index at
116, a remuneration of Rs 80 would
restore the real income of the employees,
on the lowest pay, to the level at which it
was in 1947. Hence, the Commission
recommended that the minimum remu-
neration payable to a Central Govern-
mentemployee shouldbe increased toRs.
80 per month. As regards the highest
salary scales, the Commission pointed
out the significant reduction in disparity
between the starting salary of an IAS
Officer and a peon since 1947-48, "from
1:6.9 to 1:5.1, or taking a married lAS
Officer from 1:7.4 to 1:5.5. ... If the
lowest scale of pay" was "raised to
70-1-85,with a dearness allowance of Rs.
10/- the disparity both at the starting and
maximum levels would be further
reduced" [Jagannadhadas, 1959, Pp.
79-80]. Therefore, "keeping in view the
necessity of maintaining a high standard
of recruitment to the superior services,
and the erosion of the real income which
had taken place", the Commission did not
recommend any reduction in the salaries
prescribed for the highest grades [Ja-
gannadhadas, 1959, p. 576].

Having recommended the lowest and
highest scales of pay for Central Gov-
ernment employees, the Commission
worked out in all about 140 scales and
fixed rates of pay for Classes I, II, Ill and
IV employees. These scales were deter-
mined with reference to the requirements

of different services, grades and
occupational groups and were generally
accepted by the Government. Regarding
dearness allowance, the Commission
recommended that it should continue as
a separate element in remuneration of
Central Government employees whose
salaries were below Rs. 300 per month.
In future adjustments of dearness allow-
ance to meet rise in prices, the case of
employees in pay-range of Rs. 300-400
should be grouped with those in pay-
range below Rs. 300. Should consumer
price index continue to rise, the case of
employees in pay range of Rs. 400-1,000
for grant of dearness allowance may be
considered. There should not be an
automatic adjustment of dearness
allowance with price index. Neverthe-
less, it should be Government’s endea-
vour not to allow the standard of living
of their employees in lower range of
remuneration to fall.

For the employees thawing pay below
Rs. 300 per month, the Commission
recommended the following rates of
dearness allowance:

(a) basic pay below
Rs. 150 ... Rs. 10 per month.
(b) basic pay of Rs. 150
or above but below
Rs. 300 ... Rs. 20 per month.
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There should be marginal adjustments for
employeesdrawing a basic pay of Rs. 300
or above but below Rs. 320 per month.

The rates of dearness allowance rec-
ommended by the Pay Commission were

accepted by the Government of India and
they were brought into force from July 1,
1959. With rise in working class con-
sumer price index, rates of dearness
allowance were revised from time to time
(Table 4).

Table 4. Rates of Dearness Allowance
(Rupees)

Pay Range From From From From
1-7-1959 1-11-1961 1-7-1963 1-2-1964

Below 110 10 15 17 20.50
110 and above but below 150 10 15 20 25.50
150 and above but below 210 20 30 35 42.00
210 and above but below 300 20 30 40 50.00

300 and upto 320 Amount by Amount by Amount by ...
which pay falls which pay falls which pay falls

short of 320 short of 330 short of 340
300 and up to 315 Amount by

which pay falls
short of 350

321 and upto 380 20
381 and upto 390 Amount by

which pay falls
short of 400

391 and above Amount by Amount by
which pay falls which pay falls

short of 400 short of 400

Pay Range From 1-2-1964
316-384 35

385 and upto 400 Amount by which pay fails short of 420
401 - 580 20

581 and above Amount by which pay falls short of 600

It may be noted that while increasing
the rates of dearness allowance from 1st
July 1963, Government split up the two
categories of employees drawing pay
below Rs. 300, into four categories as

indicated by the Pay Commission: (a)
Below Rs. 110; (b) Rs. 110 and above but
below Rs. 150; (c) Rs. 150 and above but
below Rs. 210; and (d) Rs. 210 and above
but below Rs. 300.
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The marginal adjustments were con-
tinued upto Rs. 399 except that, for the
pay range of Rs. 316 to Rs. 384, a sum of
Rs. 35 was fixed as dearness allowance
from February 1, 1964 with a marginal
adjustment between Rs. 385 and upto Rs.
400, and, for the pay range of Rs. 401 to
Rs. 580, a sum of Rs. 20 was fixed as
dearness allowance with a marginal
adjustment in the pay range of Rs. 581 to
Rs. 600. In other words, Government not
only gave effect to the recommendations
of the Pay Commission that benefit of
dearness allowance should, in future
adjustment, be extended to all employees
drawing basic pay below Rs. 400 per
month but also granted dearness allow-
ance to employees drawing pay upto Rs.
599.

After World War I, compensatory
allowances were granted to All-India
Service Officers working in a number of
high-cost cities like Bombay, Calcutta,
Karachi, Madras and Rangoon. Follow-
ing the fall in prices and the introduction
of revised scales of pay subsequent to
1931, these allowances came under
review and were either withdrawn or
reduced. By the time the First Pay

Commission was appointed (1947)
compensatory allowance was allowed to
gazetted officers as also non-gazetted
staff of certain organisations in Bombay
and Calcutta. In its Report that Com-
mission recommended that local allow-
ances at the following rates might be paid
to all non-gazetted staff serving in
Bombay and Calcutta (Table 5).

Table 5. City Compensatory Allowance for
Bombay and Calcutta

(Rupees)

Pay Amount of Allowance

Not exceeding 35 5.00

35-60 7.50

61-80 10.00

81-140 12.50

141-200 15.00

201-300 17.50

301-500 20.00

The First Pay Commission had also
suggested that Government should make
a review of conditions prevailing in other
high-cost cities and decide to what extent
similar benefits may be extended to staff
serving in those cities. The Second Pay
Commission recommended modified
rates of city compensatory allowance as
given in Table 6.
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Table 6. City Compensatory Allowance

Class of Cities

A B C
Below Rs. 150 10% of pay subject to a 5% of pay subject to a

minimum of Rs. 7.50 minimum of Rs. 5 and a
and a maximum of Rs. maximum of Rs. 10 for Nil

12.50 all persons drawing
below Rs. 500 per men-

sem

Rs. 150 and above but below 8% of pay subject to a
Rs. 300 minimum of Rs. 12.50

and a maximum of Rs.
17.50

Rs. 300 and above 6% of pay subject to a
maximum of Rs. 75

A:- Bombay & Calcutta; B:- Cities with Population over 5 lakh; C: Cities with Population over 1 lakh.

Higher allowances were recom-
mended for Simla and Shillong and other
hill stations.

One-Man Independent Body to Enquire
into the question of Dearness Allowance
Payable to Central Government
Employees, January 1965

Certain associations of Government
employees represented to Government
that the increase of dearness allowance
which Government had sanctioned from
time to time was not adequate. Accord-
ingly, on August 27, 1964, Government
appointed Justice S.K. Das as an
Independent Body to examine the ques-
tion. Justice Das submitted his Report on
January 1, 1965. He referred to the

dearness allowance formula as recom-
mended by the Second Pay Commission
and accepted by the Government which
considered revision of dearness allow-
ance if the average cost of living index,
over a period of twelve months, rose or
fell by ten points. Justice Das opined that,
in the context of the rise in prices since
1958, the formula did not fulfil its pri-
mary purpose; (a) it did not ensure a just
compensation for a substantial fall in
their real income; and (b) it delayed the
consideration over an inordinately long
period; hence, as long as prices did not
stabilise, some modification of the for-
mula was necessary to deal with abnor-
mal situations.

The consumer price index (1949 =
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100) had reached 145 in September 1964
and Justice Das recommended the fol-

lowing dearness allowance with effect
from October 1, 1964 (Table 7).

Table 7. Dearness Allowance Recommended By Justice Das

Pay Ranges Neutralization for each pay Dearness allowance Recom-
range on the basis of the lowest mended as from October 1, 1964

paid employee in the range
(Rs.) (per cent) (Rs.)

1. 70-109 90 28

2. 110-149 85 42

3. 150-209 80 54

4. 210-399 70 66

5. 400-599 40 70

6. 600-799 30 80

7. 800-999 24 85

8. 1,000-1,200 20 90

The Government accepted the rec-
ommendations in toto in respect of pay
upto Rs. 600 per month. But, the
consumer price index continued to rise.
When, in February 1965, it reached 155
and later, in November 1965, reached
165, the Government revised the rates of
dearness allowance by neutralisation
upto 75 per cent of the increase in index
in respect of pay ranges Rs. 70-109, Rs.
110-149, Rs. 150-209 and, for pay range
Rs. 210-399, 70 per cent neutralisation at
the average Index 155 and 60 per cent
neutralisation at the average Index 165.
Government also sanctioned with effect
from March 1, 1965 dearness allowance
for those employees who drew pay in the
salary range of Rs. 600- 1,000. A year
later, dearness allowance at an ad hoc rate

of Rs. 100 p.m. was granted to employees
drawing pay between Rs. 1,000 and Rs.
2,250.

The revision of dearness allowance
did not satisfy the employees and on their
behalf a persistent demand was made for
due revision of dearness allowance at
least according to the pay ranges rec-
ommended by Justice Das. Government
therefore, appointed another
Commission on July 26, 1966 to examine
the question and, specifically, to report
on the following issues:- (a) Considering
that the non-plan Revenue expenditure of
State Governments gets reflected in the
financial assistance given by the Centre
on the recommendations of the Finance
Commissions and in the annual plan
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allocations, and having regard to the
existing disparities between the pay
scales of Central and State employees, is
it justifiable to follow a different policy
at the Centre from the States and to treat
the employees of the former more liber-
ally in the matter of dearness allowance;
(b) Any relief which the Central
Government gives to its employees
entails a burden on the rest of the com-
munity, particularly other vulnerable
sections with fixed incomes. To what
extent should Government give prefer-
ential treatment to that section of the
community which is directly under its
employ?(c) Is it justifiable tocompensate
Government employees for rise in prices
due to taxation and other policy-induced
causes, or to occasions such as severe
crop failure or a threat to national security
necessitating higher levels of expendi-
ture? (d) Should the capacity of Gov-
ernment, and therefore of the community,
to pay be the determining factor for
granting relief to Government
employees? To what extent can this be
reconciled with the concept of dearness
allowance as a device to protect, to a
varying degree, the real income of sala-
ried employees from the effects of rise in
prices?

The Commission submitted two
reports: One on October 8, 1966 which
referred to the question of adequacy of
dearness allowance admissible to Central

Government employees as from 1st
December 1965; the other on May 29,
1967 relating to the question of the grant
of dearness allowance to Central Gov-
ernment employees in future.

TheCommissioncould not agree with
the Government’s contention that the
rates of neutralisation of every 10 point
rise in the All-India Working Class
Consumer Price Index (Base 1949 = 100)
should be lower than that recommended
by Justice Das. It was also unable to
accept the contention of the employees’
associations of cent per cent neutralisa-
tion. The Working Class Consumer Price
Index had reached the level of 165 in
November 1965 and 175 in July 1966.
The Commission recommended that
dearness allowance be paid to the
employees drawing pay below Rs. 400
permonth at the rates specified by the Das
Commission from 1st December 1965 for
the entire rise of 65 points and from 1st
August 1966 for the entire rise of 75
points. This was accepted by the Gov-
ernment and given immediate effect. In
its second Report, the Commission
recommended: (i) that compensation to
the employees for future rise in prices
should be given in the form of additional
dearness allowance, as no alternate form
of assistance was feasible and practica-
ble; (ii) that for determining the addi-
tional dearness allowance admissible
from time to time, the All-India Working
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ClassConsumer Price Index (1949 = 100)
be used until such rime as the All-India
Working Class Consumer Price Index
(1960 = 100) was prepared, published,
and accepted, with a suitable linking
factor; (iii) that increases in additional
dearness allowance be made with refer-
ence to every ten-point rise in the
twelve-month average of the said Index;
(iv) that additional dearness allowance be
paid to such employees as draw basic
pays ranging from Rs. 70 to Rs. 575 per
month, as set out in the Table 8; (v) that
in the event of a fall in prices, reduction
in dearness allowance be made at the
same rates and under the same conditions
as for the rise in prices; (vi) that any
upward or downward adjustment in
regard to dearness allowance, as speci-
fied in clauses (iv) and (v) above, should
be automatic; (vii) that the aforesaid
recommendations should remain in force
until the expiry of two years from the date
of theft acceptance or until the twelve-
month average of the All-India Working
ClassConsumer Price Index (1949 = 100)
reaches 245, whichever is earlier (viii)
that at the expiry of two years as aforesaid
or immediately after the twelve month
average of the Index (1949 = 100) reaches
245, whichever is earlier, the Govern-
ment should undertake the revision of pay

scales of all the employees, and sanction
suitable interim relief pending such pay
revision; (ix) that recommendations (i) to
(viii) above were and formed part of an
integrated scheme (Table 8).

Government granted additional
dearness allowance to its employees in
February 1967 when the average index
stood at 185and again inJune 1967 (195),
November 1967 (205) and September
1968 (215).

Third Central Pay Commission, 1973

In April 1970, the Government set up
the Third Pay Commission. Among other
things, it was asked to examine the
CentralGovernment employees’ demand
for a need-based minimum wage rec-
ommended by the 15th Indian Labour
Conference. The Commission was to
make its recommendations having
regard, among other relevant factors, to
the economic conditions in the country,
the resources of the Central Government
and the demands thereon such as those on
account of developmental planning,
defence, and national security, the
repercussions on the finances of the State
Governments, public sector undertak-
ings, local bodies, etc.
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Table 8. Dearness Allowance Recommended, 1967

Pay Range Percentage of Amount of Dearness Additional Dearness Allowance to be paid in future
(Basic Pay Neutralisation for Dearness Allowance when the avenge of the Index reaches

without a 10-Point rise in Allowance for now being
Dearness the avenge of the a 10-Point paid at Index 185 195 205 215 225 235

Allowance) Index above 175 rise 175
(Rs.) (%) (Rs.) (Rs.) (Rs.) (Rs.) (Rs.) (Rs.) (Rs.) (Rs.)

70-109 90 6 47 6 12 18 24 30 36

110-149 60 7 70 7 14 21 28 35 42

150-209 55 8 90 8 16 24 32 40 48

210-399 45 9 110 9 18 27 36 45 54

400-449 25 10 120 10 20 30 40 50 60

450-499 24 11 120 - - 33 44 55 66

500-575 24 12 120 - - - - 60 72

The average consumer price index
(base 1949 = 100) for the twelve month
period ending June 1970 was approxi-
mately 218. Hence, pending the sub-
mission of its final report, the
Commission, in September 1970,
recommended interim relief (Table 9).

Table 9. Interim Relief, September 1970

Pay Range Amount of Interim Relief
(Rs.) per month (Rs.)

Below 85 15
85-209 25
210-499 30
500 - 1250 (with suitable 45
marginal adjustments)

The interimrelief was to begiven with
effect from 1st March 1970. The overall
financial implications were estimated at
Rs. 102.90 crore per annum. The Com-
mission pointed out "that it would be an

exercise in futility to keep on increasing
the emoluments of Central Government
employees, if these" were "largely wiped
out soon afterwards by increases in prices
of goods and services". There was
therefore paramount need to maintain
price stability. Government should take
"fiscal, monetary and other measures,
including control over production and
distribution, to maintain the price line. ...
If, however, the price situation remains
intractable despite all the measures the
Government" might take, "a review"
would be called for by the Commission
"when the 12-monthly average of the
index reached 228" [Raghubeer Dayal,
1973, p. 171]. Government accepted the
recommendations of the Commission
and issued necessary orders.

The 12-monthly average index end-
ing September 1971 reached 228 and on
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November 27, 1971, the Commission
recommended the grant of additional
interim relief with effect from 1st Octo-
ber, 1971 (Table 10).

Table 10. Interim Relief, October 1971

Pay Range Amount of Interim Relief
(Rs.) per month (Rs.)

Below 85 7
85-209 8
210-499 10
500 - 1250 (with suitable 15
marginal adjustments)

The additional interim relief was
estimated to cost Rs. 37 crore for a full
year. A review would be necessary if the
Index average reached 238. Government
accepted these recommendations.

The monthly index of the All-India
Working Class Consumer Price Index
(1949 = 100) rose to 249 in July 1972 and
the index average for 12 months reached
238.58. The Commission pointed out that
the price rise had been of such an order
thatgrant of further interim relief to lower
paid Government employees was desir-
able. However, if the Government were
"of the view that having regard to the
Government’s own finances and to the
need to restrain inflationary pressures, no
further interim relief should be granted ...
then the freeze in wages should be of
general applicability and not confined to

Government employees." The Commis-
sion referred to the various factors
responsible for the spurt in prices which
had placed a heavy burden on finances of
the Central Government In the circum-
stances, while being "fully conscious of
the difficulties of Government
employees ... a certain measure of aus-
terity (was) called for." The Commission
therefore, recommended that the upper
pay limit for the grant of the third interim
relief be fixed at Rs. 575 p.m. instead of
Rs. 1,250 p.m. and that the maximum
amount of relief be brought down from
Rs. 15 to Rs. 10 p.m. The additional
interim relief was to be paid with effect
from 1st August 1972 (Table 11).

Table 11. Interim Relief, August 1972

Pay Range Amount of Interim Relief
(Rs.) per month (Rs.)

Below 85 7
85 - 209 8
210 - 575 (with suitable 10
marginal adjustments)

The additional interim relief was
estimated to cost Rs. 35.93 crore for a full
year in respect of the Central Government
employees including Armed Forces per-
sonnel and employees in Union Territo-
ries. The recommendations were
accepted by the Government [Raghubeer
Dayal, 1978, Pp. 177-178].
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Report of the Third Pay Commission,
March 31, 1973

The Commission submitted its main
Report on March 31, 1973. It reviewed
the increases in the wage bill of the
Government of India since the sixties.
The continuous pressure exerted by the
rise in prices on the cost of living was
such that from 1959 to date Government
had to grant additional D.A./Interim

relief as many as 16 times and refer the

D.A. issue for review first by the Das
Body in 1964, and second by the Gajen-

dragadkar Commission in 1966. The
present Pay Commission had also to
recommend three interim reliefs during a

span of two years. Table 12 shows the
dates fromwhich additionalD.A./Interim

relief was granted and the additional cost
thereof.

Table 12. Grant of Additional D.A./Interim Relief, 1959-72

Date of Grant Annual Avenge Index Level Total Cost per Annum (Rs. Crore)

1-7-1959 115 31.74

1-11-1961 125 16.14

1-7-1963 ad hoc 10.85

1-2-1964 135 17.36

1-10-1964 145 36.38

1-3-1965 155 25.21

1-12-1965 165 24.90

1-12-1965 165 (Revised) 10.60

1-8-1966 175 28.60

1-2-1967 185 29.05

1-6-1967 195 29.05

1-11-1967 205 30.00

1-9-1968 215 30.00

1-3-1970 218 97.43

(Order issued in September 1970) (Interim Relief)

1-10-1971 228 37.08

(Order issued in December 1971) (Interim Relief)

1-8- 1972 238 35.93

(Interim Relief)

16 times
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Besides these, the quantum of com-

pensatory city allowance and house rent

allowance also rose due to changes in

classification of cities and conversion of

major part of D.A. as dearness pay for

calculation of such allowances. Other

concessions granted included revision of

daily allowance in 1971, enhancement of

night duty allowance and running

allowance for railway employees in

1970-72, etc.

The wages and salaries bill of the

Central Government in respect of regular

employees alone had increased from Rs.

417 crore in 1960-61 to Rs. 1,186 crore

in 1970-71. This was largely due to

improvement in wages and salaries, but

partly also due to an increase in the

number of employees. Between 1960-61

and 1969-70, for example, the number of

employees increased from 20.94 lakh to

28.51 lakh; an increase of about 36.2 per

cent over nine years, while the increase

in the wages bill was 152.8 per cent.

The increase in the wages and salaries

bill was viewed by the Commission,

against growth of receipts and total

expenditure. Table 13 shows the trends

in the growth of wages and salaries bill

of the Central Government from 1960-61

to 1987-88 and its relationship with

growth of revenue receipts and expen-

diture.

(The Third Pay Commission covered the

period from 1960-61 to 1970-71. We

have extended the table upto 1987-88 for

ready reference and comparison.)

Thus over the years, both revenue

expenditure and revenue receipts

increased faster than the wages and sal-

aries bill. From 1960-61 to 1970-71, the

wagesand salaries bill increasedby 184.7

per cent, when revenue receipts went up

by 235.7 per cent and revenue expendi-

ture by 236.4 per cent From this, the

Commission concluded that there was

"some leeway for raising the wage and

salary levels without placing an undue

strain on the exchequer."
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Table 13. Wages and Salaries Bill of Central Government Employees

Year Revenue Budget Wages & Salaries Wage Bill as percentage of
Bill

Total Revenue Total Revenue Amount Value (c) Revenue Revenue Expen-
Receipts (a) Expenditure (b) (Rs. Crore) Receipts diture
(Rs. Crore) (Rs. Crore)

1960-61 1,297 1,246 417 32.2 33.5
1961-62 1,488 1,363 445 29.9 32.6
1962-63 1.930 1,817 492 25.5 27.1
1963-64 2,381 2,193 581 24.4 26.5
1964-65 2,617 2,343 663 25.3 28.3
1965-66 3,022 2,703 754 25.0 27.9
1966-67 3,280 3,051 856 26.1 28.1
1967-68 3,358 3,254 940 28.0 28.9
1968-69 3,671 3,590 1,007 27.4 28.1
1969-70 3,998 3,873 1,053 26.3 27.2
1970-71 4,354 4,191 1,186 27.2 28.3
1971-72 4,028 4,128
1972-73 4,578 4,592
1973-74 5,073 4,836
1974-75 6,558 5,793
1975-76 8,075 7,189 1,887 23.4 26.3
1976-77 8,739 8,440 1,926 22.0 22.8
1977-78 9,792 9,362 2,019 20.6 21.6
1978-79 11,240 10,948 2,153 19.2 19.7
1979-80 11,340 12,034 2,427 21.4 20.2
1980-81 12,829 14,544 2,761 21.5 19.0
1981-82 15,574 15,868 3,183 20.4 20.1
1982-83 18,091 19,346 3,594 19.9 18.6
1983-84 20,493 22,890 4,421 21.6 19.3
1984-85 24,384 27,881 4,646 19.1 16.7
1985-86 29,207 34,772 5,262 18.0 15.1
1986-87 34,768 42,554 5,914 17.0 13.9
1987-88 40,208 48,705 6,945 17.3 14.3

(a) Include Defence, Railways and P & T. (b) Excludes payment of Central taxes to States and certain other adjustments (c)
Excludes Casual labour.
Sources: 1. 1960-61 to 1970-71 Ch IV, Third Pay Commission Report.

2. Wage Bill for 1975-76 to 1983-84, Brochure on Pay and Allowances of Central Government Employees,
Department of Expenditure, various issues.

3. IV Pay Commission 1975-76 to 1983-84 data. Department of Expenditure, Ministry of Finance.
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The Commission also analysed the
increase in emoluments vis-à-vis the
increase in per capita national product
during the interval between the Second
and Third Pay Commissions and com-
mented that "a large section of the Gov-
ernment employees had not received
their due share of the increase in the
national product. When per capita
national income at current prices

increased by 95.2 per cent, the Class IV

employees alone received an equivalent

increase of 95 per cent The emoluments

of all the other categories had lagged far

behind. The increase in their monetary

emoluments ranged from 51 to 74 per

cent for clerical categories, 25.4 per cent

for Class II and 11 to 16.7 per cent only

for Class I employees" (Table 14).

Table 14. Increase in Emoluments of Central Government Employees, 1960-61 - 1970-71

1960-61 1970-71 Percentage Increase of
 (Rs.)  (Rs.) (3) over (2)

1 2 3 4

Per Capita National Product at Current Prices 306.1 597.4 95.2

Emoluments of Government Employees per men- 80 156 95.0

sem Class IV

L.D.C. 171 298 74.3

U.D.C. 220 347 57.7

Assistant 345 521 51.0

Class II 650 815 25.4

Class I A 1,250 1,395 11.6

Class I B 2,250 2,500 11.1

Class I C 3,000 3,500 16.7

The erosion in real earnings of a few
selected during 1960-72 was worked out
(Table 15). categories of Central Gov-
ernment employees.

The Commission emphasised that the
analysis had "clearly shown how a large

section of Government employees ha(d)
suffered a grievous fall in real wages and
their position vis-à-vis the employees in
the organised private and public sectors
ha(d) deteriorated considerably. The
disparities ha(d) widened to such an
extent that" the Commission could "not
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hope to bridge the gap at one step. But a
fair deal to Government employees
demand(ed) that the gap should be nar-

rowed to the extent that the finances of
Government would permit" [Raghubeer
Dayal 1973, Pp. 20-24].

Table 15. Erosion in Earnings of Central Government Employees, 1961-72

Salary* 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972

Peon: Salary(Rs.) 80 80 85 85 90.5 103 111 123 135 141 156 156 170

Index 100 96 99 97 91 94 92 89 95 101 106 103 105

LDC: Salary(Rs.) 171 171 181 181 193 216 229 249 265 273 298 298 314

Index 100 96 99 96 90 92 89 85 88 91 95 92 91

UDC: Salary(Rs.) 220 220 230 230 242 265 276 298 314 322 347 347 363

Index 100 96 98 95 88 88 84 79 81 84 86 83 82

Asst: Salary(Rs.) 345 345 355 355 380 426 441 464 482 491 521 521 541

Index 100 96 96 94 88 90 85 78 79 81 82 80 78

Class II Salary(Rs.) 650 650 650 650 650 740 755 770 770 770 815 815 830

Index 100 96 94 91 80 83 77 69 67 68 68 66 63

Class IA Salary(Rs.) 1250 1250 1250 1250 1250 1250 1350 1350 1350 1350 1395 1395 1395

Index 100 96 94 91 80 73 72 63 61 62 61 59 56

Class IB Salary(Rs.) 2250 2250 2250 2250 2250 2500 2500 2500 2500 2500 2500 2500 2500

Index 100 96 94 91 80 81 74 65 63 64 60 59 55

Class IC Salary(Rs.) 3000 3000 3000 3000 3000 3000 3500 3500 3500 3500 3500 3500 3500

Index 100 96 94 91 80 73 77 68 66 67 63 61 58

* Salary includes basic pay and D.A. only (for the years 1970 onwards it includes interim relief also)

At the same time, the Commission
was aware of the repercussions of a rise
in salaries bill on resources available for
development The additional annual bur-
den on the Centre on account of increases

in dearness allowance and interim relief,
in the context of rising prices, produced
repercussions on the State Governments,
public enterprises and local bodies, as
will be seen from Table 16.
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Table 16. Additional Annual Liability

(Rs. Crore)

Year of Revision Extra Annual Liability Total Extra
Liability for

For Centre on Account of For all States Together on Centre and States
D.A. Revisions and Grant account of Revision of

of Interim Reliefs ** Pay and Allowances

1959-60 31.74 - 31.74
1960-61 - 13.24 13.24
1961-62 16.10 10.79 26.89
1962-63 - 6.87 6.87
1963-64 28.21 1.73 29.94
1964-65 36.38 57.08 93.46
1965-66 60.71 58.58 119.29
1966-67 57.95 97.85 155.80
1967-68 59.05 103.92 162.97
1968-69 30.00 70.92 100.92
1969-70 - 50.64 50.64
1970-71 97.43 85.16 182.59
1971-72 37.08 116.96 154.04
1972-73 35.93 (a) 54.23 (b) 90.16

Total 14 years 490.58* 727.97* 1,218.55

*This does not take into account the annual growth subsequent to each revision as a result of increase in the
number of employees.
** Excludes additional burden on account of increase in other allowances.
(a) Full year effect of third interim relief sanctioned in September 1972.
Additional liability in 1972-73 is only Rs. 20.96 crore.
(b) Revisions made upto 15th September 1972.
Note:- In all cases where revisions have been effected during the course of the year, the full year effect has been
shown for that year in this table.

Further, the Commission recognised
"The revision of salaries and D.A. by the
State Governments, ha(d) to some extent,
recoiled on the Central Governments’
resources position as it became incum-
bent on the Centre to grant special
accommodation to some States for
meeting non-Plan gaps, to sanction ways
and means advances to States for clearing
their overdrafts with the Reserve Bank of

India, and to make a larger devolution of

funds under the Finance Commission’s

awards - from Rs. 240 crore in 1960-61

to Rs. 1,325 crore in 1973-74 .... The ....

decade" was thus "one of continuous

stresses and strains on the finances of the

Central Government" [Raghubeer Dayal

1972, Pp. 26-27].
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Minimum Salary

"Having regard to the low per capita
income of the country, the acute unem-
ployment situation, the state of finances
of the Central Government and the likely
repercussion of a high minimum wage on
the finances of the State Governments"
the Commission considered "it to be
supremely important that the maximum
restraint should be exercised in devising
a new pay structure." The Commission
examined a number of approaches "and
keeping in view the various limiting
factors, it seemed to them "that a mini-
mum remuneration of Rs. 185 p.m. for
the lowest paid full time adult employee
of the Central Government, at the All-
IndiaConsumer Price Index of 243 points
(1949 = 100) or 200 points (1960 = 100),
being the average of 12 months ending
31st October 1972, would be compatible
with general economic conditions in the
country and one that the tax-payer could
be reasonably called upon to bear. This
level of minimum remuneration secu-
re(d) to the Central Government
employees not only full neutralisation
over the figure recommended by the
Second Pay Commission, but also a
reasonable share of the increase in per
capita income. This would also compare
quite favourably with the trend in the
earnings of factory workers earning less
than Rs. 400 p.m." Accordingly, the
Commission recommended that the

minimum remuneration for the whole
time Central Government employee at
the start of his career should be fixed at
Rs. 185 per month and that the revised
scale for employees drawing pay in the
scale of Rs. 70-1-85 should be Rs.
185-2-193-3 -220 (14 years), except
where otherwise recommended for any
particular category. This scale was
inclusive of the dearness pay, dearness
allowance, and interim relief admissible
at that time.

With regard to Class I Services, the
Commission commented that "over the
years, service under the Government
ha(d) lost much of its old glamour and
prospective candidates for employment
have now many more alternatives to
choose from". Further, "there had been an
unduly sharp decline in the number of
first-class graduates taking the competi-
tive examinations, even though the out-
put of such graduates had been steadily
increasing".The Commissionopined that
Government should strive to "attract a
fair share of the outstanding talent from
the universities into the higher services"
in view of its expanding role and "in-
creasing responsibilities for planned
social and economic development".
Nevertheless, the Commission thought,
the starting salary of Class I Services,
should not exceed the then prevailing
ratio of 1:4 to the starting salary of Class
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IV services. Accordingly, the Commis-

sion recommended that the starting salary

for entry into the Class I Services,

including the all-India Services, should

be Rs. 700 per month.

Maximum Salary

As regards maximum salaries, the

Commission referred to the following

changes made by Government in 1965

and suggested that no change need be

made in the ceiling of Rs. 3,500 per

month.

From To

Joint Secretary Rs. 2,250 Rs. 2,500 - 125/2,750

Addi. Secretary Rs. 2,750 Rs. 3,000

Secretary Rs. 3,000 Rs. 3,500

In reaching this conclusion, the
Commission "kept in view the social
desirability of reducing disparities in the
levels of income generally and in the
Government in particular." As a result of
these recommendations "the disparity
ratio between theminimum remuneration
and the pre-tax prescribed maximum
salary under the Government" would be
reduced from 1:20.6 to 1:18.9 [Raghu-
beer Dayal, 1972 Pp 66-72].

Scales of Pay

The Second Pay Commission had
recommended 140 scales in all. But, there
were already over 500 scales by January
1971. Table 17 gives the extent of pro-
liferation, by different classes, that had
occurred since the Report of the Second
Pay Commission made in August 1959.

Table 17. Number of Scales

As Recommended by 2nd As on Percentage
Pay Commission 1-1-1971 Increase

Class I 25 117 368
Class II & III 106 395 273
Class IV 9 24 167

Thus, as on January 1, 1971, there
were in all 536 scales. But, only 35 scales
accounted for nearly 92 per cent of the
29.82 lakh employees while the remain-
ing 8 per cent were spread over 501
different scales. Clearly, a very large
number of scales were created to suit

individual requirements. It was found
that "among the civilian personnel above,
the various standard clerical categories"
were "borne on as many as 9 scales of
pay, with their supervisors accounting for
another 24 scales. Storekeepers" were
"on 42 scales. Stenographers and Steno-
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typists on 19, Draughtsmen on 30,
Library staff on 38, and Drivers on motor
vehicles on 21 scales Many of the scales"
were "only marginally different from
others" [Raghubeer Dayal, 1973 p. 50].

In devising the pay structure, between
the recommended maximum and mini-
mum, the Commission "had to balance
various considerations some of which"
were "mutually conflicting." The Com-
mission examined the various aspects of

pay fixation and scales, including

common categories of posts, time scales,

length of scales, efficiency bars, incre-

ments, overlapping scales, pay fixation

on promotion, special pay, deputation

allowance, etc. and recommended eighty

scales of pay along with the incremental

steps and the efficiency bars and sug-

gested that these should be made appli-

cable from 1st March 1973 (Table 18).
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Table 18. Pay Scales Recommended by Third Pay Commission
(Rupees)

1. 160-2-170 41. 650-30-740-35-880-EB-40-960

2. 185-2-193-3-205-EB-3-220 42. 650-30-740-35-880-EB-40-1040

3. 190-3-208-4-220-EB-4-232 43. 650-30-740-35-810-EB-35-880-40- 1000- EB -40-1200

4. 190-3-208-4-220-EB-4-240 44. 700-30-760-35-900

5. 200-3-212-4-240-EB-5-260 45. 700-40-900-EB-40-1100-50-1300

6. 200-3-212-EB-4-240-RB-S-280 46. 700-40-900-EB-40-1100-50-1250-EB-50- 1600

7. 225-5-260-6-290-EB-6-308 47. 740 - 35 - 880

8. 225-5-260-6-326-RB-8-350 48. 775-35-880-40-1000

9. 260-6-326-EB-8-350 49. 775-35-880-40-1000-EB-40-1200

10. 260-6-290-EB-6-326-8-366-EB-8-390- 10-400 50. 840-40-1040

11. 260-8-300-EB-8-340-10-380-EB-10-430 51. 840-40-1000-EB-40-1200

12. 260-8-300-EB-8-340-10-360-12-420-EB -12-480 52. 900-40-1100-EB-50-1400

13. 290-6-326-EB-8-350 53. 1050-50-1600

14. 290-6-326-8-350-EB-8-390-1O-400 54. 1050-So-1500-EB-60-1800

15. 290-8-330-EB-8-370-10-400-EB-10-480 55. 1100-50-1500

16. 290-10-350-EB-12-410-EB-15-500 56. 1100-50-1600

17. 290-8-330-10-380-EB-12-500-BB-15- 560 57. 1100-50-1500-60-1800

18. 320-6-326-8-390-10-400 58. 1200-50-1600

19. 330-8-370-10-400-EB-lo-480 59. 1200-50-1700

20. 330-1o-380-EB-12-500-EB-15-560 60. 1200-50-1500-60-1800

21. 380-12-500-15-530 61. 1200-S0-1300-60-1600-EB-60-1900-100- 2000

22. 380- 12-500-EB-15-560 62. 1300-50-1700

23. 380-12-440-EB-1S-560-EB-20-640 63. 1500-60-1800

24. 425-15-530-EB-15-560-20-600 64. 1500-60-1800-100-2000

25. 425- 15-560-ER-20-640 65. 1650-75-1800

26. 425-15-500-EB-15-560-20-700 66. 1800-100-2000

27. 425-15-500-EB-15-560-20-640-EB-20- 700-25-750 67. 1800-100-2000-12512-2250

28. 425-15-500-EB-15-560-20-700-EB-25- 800 68. 1850 Fixed

29. 440-15-515-EB-15-560-20-700-EB-25- 750 69. 2000-125/2-2250

30. 455- 15-560-RB -20-700 70. 2000-125/2-2500

31. 470-15-560-20-580 71. 2250-125/2-2500

32. 470- 15-530-RB -20-650-EB-25-750 72. 2250- 125/2 -2500- RB - 12512 -2750

33. 500-20-700-RB -25-900 73. 2500 Fixed

34. 530-15-560-20-620 74. 2500-125/2-2750

35. 550-20-650-25-700 75. 2500-125/2-3000

36. 550-20-650-25-750 76. 2750 Fixed

37. 550-20-650-25-800 77. 3000 Fixed

38. 550-25-750-RB-30-900 78. 3000-100-3500

39. 600-25-750 79. 3250 Fixed

40. 650-30-710 80. 3500 Fixed
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Dearness Allowance

The amount of dearness allowance,
dearness pay, and interim relief admis-

sible to Government employees in vari-
ous pay ranges at the time of submission
of the Pay Commission’s report (1973)
were as in Table 19.

Table 19. Allowances Admissible to Government Employees

(Rupees)

Pay Range Dearness Dearness Interim Total
Pay Allowance Relief

     - 85 47 24 29 100

85 - 109 47 24 41 112

110 - 149 70 28 41 139

150 - 209 90 32 41 163

210 - 399 110 36 50 196

400 - 449 120 40 50 210

500 - 542 120 As of 663 70 AS+70

543 - 575 120 - 70 190

@

576 - 999 120 - 60@ 180

1000 - 1250# ** 100 60# 160

1251 - 2250## - 100## - 100

AS = Amount Short of
** = except for marginal adjustments up to Rs. 119
# = with marginal adjustments up to Rs. 1,310
## = marginal adjustments up to Rs. 2,350
@ = except for marginal adjustments up to Rs. 645

As for the future, the Commission rec-
ommended the continuance of the for-
mula for adjustments in dearness
allowance except that adjustments should
be made when twelve monthly average
of the index (1960 = 100) changed by 8
points rather than 10 points as before. The
pay structure recommended by the
Commissionwas related to index average

of 200 points for the twelve months
ending October 1972 (1960 = 100). It was
accordingly recommended that the var-
ious categories of employees be brought
within the purview of the dearness
allowance scheme as given in Table 20.
The dearness allowance was to be
granted in the future on the basis of the
formula given in Table 21.
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Table 20. Employees to be Covered by D.A. Scheme

Rise in Prices over the Base Period Adopted for Employees to be Covered
Devising the Pay Structure

For the price rise of first 8 points in the 12-monthly All employees drawing revised pay up to Rs. 900 per

average of the 1960 basic index mensem with suitable marginal adjustments

On the index average rising by 16 points All employees drawing revised pay up to Rs. 1,600 per

mensem with suitable marginal adjustments

On the index avenge rising by 24 points All employees drawing revised pay up to Rs. 2,250 per

mensem with suitable marginal adjustments

Table 21. Dearness Allowance Recommended

Pay Range Amount of D.A. admissible for an increase of 8 points in the index average (1960 basis)
(Rs.)

Up to 300 3.5 per cent of pay subject to a minimum of Rs. 7 per mensem and a maximum of Rs.

10 per mensem.

Above 300 2.5 per cent of pay subject to a minimum of Rs. 10 per mensem and a maximum of Rs.

20 per mensem.

Should the price level rise above
twelve-monthly average of 272
(1960=100), itwas recommended that the
Government should review the position
and decide whether the dearness allow-
ance scheme should be extended further
or pay scales themselves should be
revised.

Compensatory City Allowance

Table 22 gives the rates of City
Compensatory Allowance in force in
1973, when the Commission submitted
its report.

In view of the revised pay scales
recommended, the Commission felt that
these would generally compensate for the
increase in cost of living and hence that
there was no need to increase the existing
quantum of city compensatory allow-
ance; all that was necessary was to ensure
that the absolute quantum of
compensatory city allowance that
employees were already receiving
should generally be protected. Accord-
ingly, the Commission recommendedthe
following revised schedules of
compensatory city allowance rates in
conformity with the new pay scales
(Table 23):
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Table 22. City Compensatory Allowance, 1973

Class of City Pay per month Rate of Allowance
(Rs.)

A Below 150 10% of pay subject to a minimum of Rs. 7.50 and a
(Population above 16 lakh) maximum of Rs. 12.50

150 and above 8% of pay subject to a minimum of Rs. 12.50 and a
maximum of . Rs. 75.00

B-1
(Population above 8 lakh but Below 250 7-1/2% of pay subject to a minimum of Rs. 6.00 and a

not exceeding 16 lakh) maximum of Rs. 15.00

250 and above 6% of pay subject to a minimum of Rs. 15.00 and a
maximum of Rs. 50.00

B-2
(Population above 4 lakh but Below 620 5% of pay subject to a minimum of Rs. 5.00 and a

not exceeding 8 lakh) maximum of Rs. 10.00

620 and above Amount by which pay falls short of Rs. 629

Table 23. City Compensatory Allowance for New Pay Scales

Class of city Pay per month (Rs) Rate of Allowance

A Below Rs. 250 6.5% of pay subject to a minimum of Rs. 12

250 and above 6% of pay subject to a maximum of Rs. 75

B-1 Below Rs. 330 5% of pay

330 and above 4.5% of pay subject to a maximum of Rs. 50

B-2 Below Rs. 750 3.5% of pay subject to a maximum of Rs. 10

750 and above Amount by which pay falls short of Rs. 759

C (Population above 0.5 lakh but not No allowance.
exceeding 4 lakh)

Implementation of the Third Pay Com-
mission’s Recommendations

While implementing the recom-
mendations of the Third Pay Commis-
sion, the Government ab initio raised
minimum remuneration from Rs. 185 to
Rs. 196. The rates of dearness allowance

recommended by the Commission were
also modified by the Government ab
initio, as indicated below, after discus-
sion with representatives of Staff Side in
the National Council of Joint
Consultative Machinery, set up in Octo-
ber 1966, comprising recognized staff
unions/ associations and the Government
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Pay Range Additional D.A. for every 8 point
increase in avenge cost of living index

Upto Rs. 300 4 per cent of pay.
Above Rs. 300 3 per cent of pay subject to a minimum

of Rs. 12 - and a maximum of Rs. 27/-
per month.

Dearness allowance at the above rates
was paid up to index average 272. Sub-
sequently, the rates were revised in
August 1974 and dearness allowance at
the rates recommended by the Third Pay
Commission was paid up to index aver-
age 312. Later, after discussion with the
Staff Side in the National Council, the
rates were further revised in March 1979;
the revised rates were as follows:

Pay Range Rate for every 8 point increase

Upto Rs. 400 4 per cent of pay.
Above Rs. 400 3 per cent of pay subject to a minimum

of Rs. 16/- and a maximum of Rs. 30/-
per month.

The above rates provided a neutrali-
sation of 100 per cent to employees
thawing pay up to Rs. 400/- per month
and 75 per cent to those drawing pay up
to Rs. 1,000/- per month after which the
neutralisation went on decreasing.

The salaries of posts at the level of
Joint Secretary and above and equivalent
thereto were revised in 1965 and the
Third Pay Commission suggested no
change therein. Initially they were given

an ad hoc dearness allowance of Rs. 150/-
witheffect from December 1, 1978 which
continued thereafter for every rise of 24
points in index average. Since this was
much less than the rise in prices, Gov-
ernment decided, in March 1982, as a one
time measure, to raise the level of
neutralisation to about 45 per cent for the
level of Joint Secretary and equivalent
posts. This resulted in raising the dear-
ness allowance payable to officers
thawing pay of Rs. 2,750/- and above
from Rs. 900/- to Rs. 1,500/- with effect
from January 1, 1982. The above level of
neutralisation for senior officers was
maintained by granting suitable increase
in dearness allowance subject to a max-
imum of Rs. 150/- on every increase of
24 points in index average.

Government decided on three occa-
sions to treat part of dearness allowance
as dearness pay for certain purposes more
particularly to provide relief in the matter
of death-cum-retirement benefits to
retiring employees. The first 9 instal-
ments of dearness allowance paid upto
index average 272 were treated as
dearness pay with effect from September
30, 1977 to be reckoned as pay for
retirement benefits only. Subsequently, 6
more instalments of dearness allowance
upto index average 320 were treated as
dearness pay with effect from January 31,
1982 for retirement benefits. Govern-
ment also decided that the above dearness
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pay would count as pay for purposes of
grant of house rent allowance and city
compensatory allowance from February
1, 1982. Later, Government decided to
treat 31 more instalments of dearness
allowance granted upto index average
568 as pay with effect from March 31,
1985 for retirement benefits only.

Since January 1, 1973, that is, the date
from which the revised pay scales rec-
ommendedby the Third Pay Commission
were implemented, 51 instalments of
dearness allowance fell due and were
"paid covering price rise upto index
avenge 608 which was reached with the
twelve-monthly average for December
1985". The percentage of neutralisation
provided to government employees
under the then existing dearness allow-
ance scheme for an 8 point increase in
index average was as follows:

Pay (Rs.) Percentage of Neutralisation

196 100
300 100
400 100

1,000 75
2,250 45
2,750 45
3,500 35

Each instalment of dearness allow-
ance to Central Government employees
cost the Government about Rs. 72 crore
per annum. The total expenditure "on 28

instalments of dearness allowance which
fell due during the Sixth Plan was about
Rs. 5,200 crore for the Centre" [Singhal
1986, p. 218].

Report of the Study Group on Wages,
Incomes, and Prices, May 1978

In October 1977, the Government of
India set up a Study Group on Wages,
Incomes, and Prices to undertake a
comprehensive study on wages, incomes,
and prices policy with the following
Terms of Reference:

(i) What should be the minimum wage
and what should be the norms with
reference to which the minimum
wage should be determined.

(ii) Whether the minimum wage should
be uniform or could be different as
between (a) Agriculture, Industry
and Services, (b) Organised and
Unorganised Sectors, (c) Urban and
Rural Sectors, (d) Different Sta-
tes/Regions, (e) Different employ-
ers in the organized sector.

(iii) What should be the relevant criteria
for determining differentials
between minimum wage and max-
imum wage and whether the ratio
between minimum and maximum
wages should be uniform.

(iv) What should be the criteria for
determining maximum income and
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what relationship should exist
between maximum income and
maximum wage.

(v) Whatshould be the linkage between
wages, incomes, and prices, and to
review in this connection existing
arrangement for regulation of
dearness allowance in private and
public sectors.

(vi) What fiscal, economic and other
policies should be adopted for
achieving objectives of proposed
policy on wages, incomes, and
prices.

(vii) Whether any legislative changes
would be required for implement-
ing the proposed policy on wages,
incomes, and prices.

The Study Group submitted its Report in
May 1978.

Referring to the higher range of sal-
aries in Government, the Study Group
pointed out that by and large, they were
not raised much for a considerable time,
and no dearness allowance was given to
those in receipt of more than Rs. 2,400
per month. As a result, the ratio between
the post-tax salary income of the lowest
and the highest was around 1:9. If per-
quisites were taken into account, this
range might widen slightly. On the other
hand, higher salaries and perquisites
accrued generally to elder persons with

greater length of service. When com-
parisons were made between the more
experienced persons in the lowest and
highest categories, the range was con-
siderablynarrowed. Thus, thedifferential
was "already a little narrower than what
had been "envisaged as the goal ten years
hence." There was therefore the question
whether there should not be some upward
revision of salaries in the higher ranges
in order to continue to attract persons of
requisite caliber. The Study Group rec-
ommended that the problem may be
referred to the National Pay Commission.

The Study Group had "found that
anything between 2.5 and 5.5 per cent
increase in the annual wage bill in Gov-
ernment as well as nongovernment
organisations" was "accounted by the
prevalence of longish pay scales. This
part of the increase in wage bills" was
"usually ignored when wage revisions"
were "undertaken. There" were "no valid
reasons why this should be so. Some
progression may be justified on account
of improvement in the quality of work as
a person acquires experience. At lowest
levels, a longscale mayalso have its merit
if opportunities for pro motion axe lim-
ited and prolonged stagnation is to be
avoided. But, generally speaking,
rationalisation requires very consider-
able shortening of the existing scales and
eliminating them where possible at the
higher, middle and top levels."
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With regard to dearness allowance,
the Study Group felt that there was "need
for a single national corrective formula to
compensate for the rise in cost of the
essential consumption basket." "The
question arises as to the price index to
which the dearness allowance should be
linked. The widely adopted index is the
All-India Consumer Price Index for
Industrial Workers. It is based on a con-
sumption pattern which existed about 20
years back but is now largely obsolete,
and this may be true even of the revised
1971 series likely to be introduced
shortly. The consumption basket which it
represents contains several less essential
items; for example, dry fruit, ghee, liquor,
cigarette, cosmetics, ornaments and air
and taxi fare. Such items, as a matter of
policy, do not need to be compensated at
the present stage of development of our
economy. For regulating dearness
allowance a new index covering only the
basic consumption items should ideally
be utilised. But till such an index can be
constructed and brought into use, the
Consumer Price Index for Industrial
Workers, which has the merit of general
acceptance, may continue to be used in
spite of its deficiencies." The Study
Group further recommended "that the
periodicity of dearness allowance revi-
sion should be on a quarterly basis for all
sectors with reference to the index
average of the preceding quarter." As
regards the extent of neutralisation, the

Study Group considered "that dearness
allowance should compensate for the rise
in price of the essential items in full only
at low salary levels and go on tapering
towards the top." It recommended the
"adoption of the per point formula uni-
formly for future revisions" of dearness
allowance, "the value per point being
around Rs. 1.30. (The rate of Rs. 1.30 per
point allow(ed) full neutralisation at the
basic pay of Rs. 260 related to the CPI
level 200). The same amount of dearness
allowance would be admissible to
everybody above the line. Since D.A.
under this system is not related to salary,
it will be admissible to all irrespective of
salary drawn" [Bhoothalingam 1978, Pp.
48-75].

Fourth Central Pay Commission

On July 29, 1983, the Government of
India appointed the Fourth Central Pay
Commission. While making its recom-
mendations, the Commission was asked
to bear in mind, among other relevant
factors, prevailing pay structure in Public
Sector Undertakings, State Govern-
ments, etc., economic conditions in the
country, the resources of the Central
Government and the demands thereon
such as those on account of develop-
mental planning, defence and national
security. Within the week, that is on
August 2, 1983, because of an 8 point
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increase in cost of living index average,
another raise in dearness allowance had
become due which the Government

sanctioned as interim relief ‘pending the
recommendations of the Fourth Pay
Commissi on’.

Table 24. Categories of Posts in Central Government, 1971, 1984

Group A Group B Group C Group D Total
Departments

Numbers Per cent Numbers Per cent Numbers Per cent Numbers Per cent Numbers Per cent
Increase Increase Increase Increase Increase

Railways

1971 37 38 5,914 7,997 13,986

1984 77 108.1 36 (-)5.3 8,144 37.7 6,790 (-)15.1 15,047 7.6

Posts and

Telegraph

1971 11 30 3,081 751 3,873

1984 36 227.3 99 230.0 5,410 75.6 1,247 66.0 6,792 75.4

Defence

1971 67 63 2,336 3,506 5,972

1984 117 74.6 88 39.7 3.419 46.4 3,611 3.0 7,235 21.1

Others

1971 226 330 4,119 1,121 5,796

1984 450 99.1 577 74.8 5,896 43.1 1,661 48.2 8,584 48.1

TOTAL

1971 341 461 15,450 13,375 29,627

1984 680 99.4 800 73.5 22,869 48.0 13,309 (-)0.5 37,658 27.1

Group A: Posts carrying pay/scale of pay with a maximum of not less than Rs. 1300/-.
Group B: Posts carrying pay/scale of pay with a maximum of not less than Rs. 900/- but less than Rs. 1300/.
Group C: Posts carrying pay/scale of pay with a maximum of over Rs. 290/. but less than Rs. 900/-.
Group D: Posts carrying pay/scale of pay, the maximum of which is Rs. 290/- or less.

Report on Interim Relief of the Fourth
Central Pay Commission, March 29,
1985

The Commission submitted an
interim report on March 29, 1985 rec-
ommending an interim relief at the rate
of 10 per cent of basic pay subject to a

minimum of Rs. 50 p.m. The expression
basic pay may not include special pay,
deputation pay, special allowance or any
addition to pay under any other nomen-
clature. It may be taken into account for
determining the retirement benefits but
not for any other purpose. The interim
relief was to be paid with effect from
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March 1, 1985 and was estimated to cost
aboutRs. 327crore in a full year inclusive
of expenditure on Armed Forces per-
sonnel and the employees in Union Ter-
ritories.

Fourth Central Pay Commission Report
Part I, June 1986

The Commission submitted Part I of
its final report in June 1986 and Part II in
December 1986. In its report the Com-
mission referred to the increase/decrease
that had taken place in the various
categories of posts in the Central Gov-
ernment between 1971 and 1984 (Table
24).

It will be seen that the number of
Group ‘A’ posts in 1984was almost twice
the number in 1971. Departmentwise, the
number of Group ‘A’ posts in Railways
and in other ministries/departments more
than doubled during the period 1971 to
1984 while the increase in P & T was
more than 200 per cent. The increase of
74.6 per cent in the case of Defence was
somewhat lower. The number of Group
‘B’ and ‘C’ posts in the Central Gov-
ernment also increased by 73.5 and 48.0
per cent, respectively. In absolute terms,
while majority of the increase in group
‘B’ posts was accounted for in other
ministries/departments (other than Rail-
ways, P & T and Defence), P & T
accounted for the major increase in group

‘C’ posts, followed by Defence. How-
ever, the maximum percentage increase
in both group ‘B’ and ‘C’ posts was
registered by P & T, and the minimum by
Railways. Inspite of an overall reduction
in Group ‘D’ posts, the number of such
posts in P & T and other ministries
registered sizeable increase of 66 per cent
and 48.2 per cent, respectively. The
increase in Group ‘D’ posts for Defence
was 3 percent. However, these increases,
steep in the case of P & T and other
ministries and marginal in the case of
Defence, were more than offset by sub-
stantial decrease in the number of group
‘D’ posts under the Ministry of Railways,
primarily due to reviews of group ‘C’ and
‘D’ cadres between 1971 and 1984
resulting in large-scale conversion/up-
gradation of group ‘D’ posts into group
‘C’. In the overall, the number of posts in
Railways increased by 7.6 per cent, P &
T by 75.4 per cent, Defence by 21.1 per
cent and other ministries by 48.1 per cent.

Regarding the salaries, the Commis-
sion pointed out that "the maximum
pre-tax salary in our country in 1947-48
(First Pay Commission) and 1969-70
(Second Pay Commission) was Rs. 3,000
in the case of Central Government
employees. It was raised to Rs. 3,500 in
1965 and that was maintained by the
Third Pay Commission. The minimum
salary was Rs. 55, Rs. 80 and Rs. 196 on
implementation of the reports of the
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previous three Pay Commissions. The
disparity inpay (post-tax)which was41.2
in 1947-48, 28.5 in 1959-60 and 11.9
after the Third Pay Commission report"
was expected to "be reduced to 9.15" on
the recommendations of the Fourth Pay
Commission.

The Commission had recommended,
in its interim report, relief at the rate of
10 per cent of basic pay subject to a
minimum of Rs. 50 to be granted to all
government employees with effect from
March 1, 1985. Taking into account the
dearness allowance and instalments of

interim relief, the minimum remunera-
tion of a government employee was Rs.
691.70 at index average of 608 (1960 =
100). The Commission indicated "the
value of the minimum remuneration
recommended by the previous Pay
Commissions at index average 608 (1960
= 100)" as given in Table 25 and opined:
"The existing minimum emoluments of
about Rs. 692 at index average 608 not
only provide(d) full neutralisation of the
price rise since the report of the Third Pay
Commission but also, a further increase
in emoluments" [Singhal, 1986, p. 51].

Table 25. Value of Minimum Remuneration at Index Average, 608

Minimum Remuneration Index to which related (In Value at Index average
terms of Current index 608 (1960 = 100) . (Rs.

(Rs. p.m.) with 1960 = 100) p.m.)

First Pay Commission 55 65 514

Second Pay Commission 80 95 512

Third Pay Commission -

i) As Recommended 185 200 562

ii) As Modified by Government 196 200 596

There were 153 pay scales in exis-
tence when the Fourth Pay Commission
was appointed. The Commission
suggested their rationalisation in the
following manner: There were 44 scales
in Group A which should be reduced to
15 scales; there were 89 scales in Groups
B and C which should be reduced to 18
scales; and there were 17 scales in Group
D which should be reduced to 3 scales.

Besides, there were 3 fast-track scales in
the Atomic Energy Commission; the Pay
Commission did not think they were
necessary. Thus, there were left only 36
scales which the Commission believed
reflected "the distinct differences in
responsibility at various levels in Gov-
ernment and it should be possible to place
any post created in future in one or the
other scale recommended by "them" and
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thus "avoid any proliferation of scales in
future" [Singhal, 1986 p. 111). The 36
scales recommended by the Commission
are shown in Table 26.

Table 26. Scales of Pay Recommended by Fourth
Pay Commission

Group ‘A’ Group ‘B’ & ‘C’ Group ‘D’

(Rs.) (Rs.) (Rs.)

2,200 - 4,000 825 - 1,200 750 - 940

3,000 - 4,500 950 - 1,400 775 - 1,025

3,000 - 5,000 950 - 1,500 800 - 1,150

3,700 - 5,000 975 - 1,540

4,100 - 5,300 975 - 1,660

4,500 - 5,700 1,170 - 1,500

5,100 - 5,700 1,200 - 1,800

5,100 - 6,700 1,200 - 2,040

5,900 - 6,700 1,320 - 2,040

5,900 - 7,300 1,350 - 2,200

7,300 1,400 - 2,300

7,300 - 8,000 1,400 - 2,600

7,600 1,600 - 2,660

8,000 1,640 - 2,900

9,000 2,000 - 3,200

2,000 - 2,120

2,000 - 3,500

2,375 - 3,500

Compensation for Price Rise:

The pay structure recommended by
the Commission was based on the index

average 608 (1960 = 100) for the

12-monthly period ending December 31,

1985. The Commission recommended

that compensation for price rise should

be sanctioned only twice a year, payable

with the salary for March and September.

For purposes of compensation, the

increase in 12-monthly average of index

for the periods ending December and

June over the index avenge of 608 (1960

= 100) should be taken into account. The

compensation should provide full neu-

tralisation of price rise to employees

drawing basic pay upto Rs. 3,500, 75 per

cent to those getting basic pay between

Rs. 3,501 and 6,000 and 65 per cent to

those getting basic pay above Rs. 6,000

subject to marginal adjustments. The

compensation may continue to be shown

as a distinct element of remuneration.

City Compensatory Allowance:

The Commission recommended that

City Compensatory Allowance may be

paid to government employees in the

various pay ranges at the fixed rates

mentioned below:
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Table 27. City Compensatory Allowance Recommended by Fourth Pay Commission

Pay Range (Basic Pay) Amount of CCA in Class of Cities (Rs. per month)

A B1 B2

Below Rs. 950 30 25 20

Rs. 950 and above but below Rs. 1500 45 35 20

Rs. 1500 and above but below Rs. 2000 75 50 20

Rs. 2000 and above 100 75 20

Other benefits

Among the benefits to which the
Central Government employees are
entitled are House Rent Allowance,
Children’s Education Allowance, Health
Service, and Pension and Death-benefits.
In the following, we shall briefly describe
how they have developed over the years.

House Rent Allowance

During the War, Government had
given certain housing facilities by means
of requisition of property and housing
allowances in major cities at the rate of
ten per cent of salary. The First Pay
Commission were informed that such
assistance was given in areas where there
was shortage of accommodation and that
Government had not as a general policy
accepted liability to furnish residential
accommodation for all classes of their
employees. Nevertheless, it was repre-
sented to the Pay Commission by all

sections of the service that Government
should(i) provide free quarters forcertain
grades and categories of public servants
and (ii) give house-rent allowance to
other categories of public servants in
places where it may not be found possible
to secure reasonable accommodation
within the ten per cent of the salary which
was supposed to represent house-rent. In
response, the First Pay Commission
recommended a house-rent allowance
with certain restrictions as regards pay
limits and areas and further that, in case
the Government under-took a building
programme, priority should be given to
schemes for housing employees in the
lower grades of the services (Table 28).

The Second Pay Commission rec-
ommended revised rates of house rent
allowance and suggested that, for other
areas, house rent allowance could be
considered on merit (Table 29).
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Table 28. House Rent Allowance Recommended by First Pay Commission
(Rupees)

Pay of Officers Cities with Population of Cities with Population Bombay and Calcutta
(Rs.) over 1 lakh of over 5 lath

Below Rs. 55 5 7 10
Rs. 55 - 100 7 10 15
Rs. 101 - 250 - 15 20

Over Rs. 250 - 7-1/2% of pay 10% of pay

Table 29. House Rent Allowance Recommended by Second Pay Commission

Class of Cities

A B C
(Bombay & (Pop. exceeding (Pop. exceeding

Calcutta) 5 Lakh) 1 lakh)
(Rs.) (Rs.) (Rs.)

Below Rs. 75 10 7.5 5.00
Rs. 75 and above but below Rs. 100 15 10.00 7.50
Rs. 100 and above but below Rs. 200 20 15.00 7.50 (for those

drawing below
Rs. 150)

Rs. 200 and above 10 per cent of 7-1/2 per cent of Nil
pay pay

Government accepted the recommenda-
tions of the Second Pay Commission
except that the rate of house rent
allowance, for A class cities would be 15
per cent of pay subject to a minimum of
Rs. 20 for the pay range Rs. 100 - 499 and
12-1/2 per cent of pay for the pay range
Rs. 500 - 999. Subsequently, in 1963, the
B class was divided into B-1 and B-2 and
the rates of house rent allowance appli-
cable to the erstwhile B class cities were

continued for B-2 cities with some
modifications, while higher rates were
prescribed for A and B1 classes of cities.

At the time of the Third Pay Com-
mission’s Report, the cities were classi-
fied by population as follows: (A) over
16 lakh; (B1) 8-16 lakh; (B2) 4-8 lakh;
and (C) 0.50-4 lakh. The house rent
allowance prevailing at the time was as
given in Table 30.
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Table 30. House Rent Allowance in 1972-73

Class of City Pay (Including Dearness House Rent Allowance
Pay)

A & B-1 Below Rs. 100 Rs. 15 flat
Rs. 100 - 3,000 15% of pay subject to a minimum of Rs. 20 and a maximum

of Rs. 300

B-2 Above Rs. 3,000 10% of pay
Below Rs. 100 Rs. 10 flat
Rs. 100 and above 10% of pay subject to a minimum of Rs. 15 and maximum of

Rs. 300

C Below Rs. 620 7.5% of pay subject to a minimum of Rs. 7.50
Rs. 620 and above Amount by which pay falls short of Rs. 665

The Commission was aware of inad-
equate government housing and the
inadequacy of existing house rent
allowance and recommended that Gov-
ernment should take houses on long lease
and make residential accommodation
available to its employees on payment of
10 per cent of their pay; or, should lay
down appropriate house rent allowance
rates in different cities and towns based,
not on population criteria but, on an
actual assessment of prevailing levels of
rent. Alternatively, certain notional rents
for different types of accommodation
meant for officers and personnel of spe-
cified pay groups should be laid down for
particular cities after studying the actual
conditions in that city. The difference
between the actual rent paid and 10 per
cent of pay should be reimbursed subject
to a maximum of the difference between
the notional rent and 10 per cent of the
pay; the verification of rent receipts

should be made compulsory. Till Gov-
ernment was able to make such arrange-
ments, rates of HRA should be: For class
A, B-1, and B-2 cities/towns, 15 per cent
of pay subject to a maximum of Rs 400;
for class C towns, 7.5 per cent of pay
subject to a maximum of Rs 200. In
hill-stations and unhealthy and remote
localities where house rent allowance
was admissible under special orders, it
should continue to be paid. Government
may decide upon the appropriate rates.

Government accepted the recom-
mendations which continued until the
Fourth Pay Commission’s report in 1986.

The Fourth Pay Commission recom-
mended the following amounts of House
Rent Allowance in lieu of government
accommodation for Central Government
employees (Table 31).
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Table 31. House Rent Allowance Recommended by Fourth Pay Commission

Type of Accommodation Pay Range in Proposed Amount of House Rent Allowance Payable (Rs)
to which entitled Scales for entitlement (Rs)

A, B1 & B2 C Class Cities Unclassified
Class Cities Places

A 750-949 150 70 30

B 950-1499 250 120 50

C 1500-2799 450 220 100

D 2800-3599 600 300 150

E 3600-4499 800 400 200

E1 4500-6699

E2 6700-7299 1000 500 300

E3 7300+

They also recommended the creation
of a Central Government Employees
Housing Fund whereby employees axe
encouraged to become members of the
fund and make some savings for acquir-
ing a house over a period of time.

Children’s Education Allowance

The First Pay Commission had sug-
gested that a beginning should be made
with a scheme for helping members of
subordinate grade services in the matter
of the education of their children. Persons
drawing a salary of Rs. 100 or less per
month may be paid by the State a con-
tribution of 75 per cent of tuition fee in
the case of children of Class IV and 50
per cent of the fee in the case of children
of Class III employees. The contribution
might be given upto the higher secondary
stage or a corresponding stage of tech-

nical education.

The Government did not accept these
recommendations on grounds that ‘(a)
spread of education should be uniform
among all classes of population, and
children of Government servants should
not be treated as a privileged class; (b)
there would be numerous practical dif-
ficulties in successful working of the
recommended scheme; (c) schemes of
educational assistance had been tried and
abandoned in other countries such as the
United Kingdom; (d) grant of an allow-
ance might encourage employees to send
their children to more expensive schools;
and (e) in some places when there were
no schools no benefit could be derived’
[Das, 1959, p. 479].

TheSecondPayCommission referred
to the educational assistance given by the
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Railways to its employees who were
compelled to send their children to
boarding schools from the stations where
they were posted because of absence of
school facilities or due to linguistic or
other reasons; and recommended that a
similar scheme be introduced for such
Central Government employees whose
salary did not exceed Rs. 300 per month
[Das, 1959, Pp. 480-481].

The Third Pay Commission recom-
mended that the children’s educational
allowance should be admissible to
employeesonly if a school of the requisite
standard did not exist at the station where
an employee was posted or on account of
non-availability of accommodation in
such a school. The Commission noted
that the bulk of non-gazetted employees
either did not have a transfer liability or
have such a liability within a particular
zone or area only and it was mainly Class
II and Class I Officers who had transfer
liability throughout the country. The
Commission therefore recommended
that children’s educational allowance
should be paid to Central Government
employees drawing pay up to Rs. 1,200
per month at Rs 15 per month per child
for primary classes and at Rs 20 per
month per child for secondary and higher
classes subject to a maximum of Rs 60
per month per employee.

The Fourth Pay Commission recom-
mended reimbursement of children’s
tuition fees as defined under the Central
Civil Services (Educational Assistance)
Order 1983 under which ‘children’s
educational allowance is admissible to a
government employee when he is com-
pelled to send his child to a school away
from the station at which he is
posted/residing owing to the absence of
a school of requisite standard at that
station or when the child is denied
admission in such a school due to their
being no vacancy or for any other reason.
The Commission recommended that the
allowance be paid at Rs 20 per month per
child for classes X and below and Rs 25
per month per child for classes XI and XII
so long as the same is payable and
actually paid by a government employee
for the education of his children in a
school under the recognised open school
system. In the case of physically handi-
capped or mentally retarded children of
government employees, the ceiling of Rs.
20 per month where applicable may be
raised to Rs. 50 per month.

Besides reimbursement of tuition
fees, the Educational Assistance Order of
1983 provided for children’s educational
allowance, subsidy for purchase of
books, and hostel subsidy. The Com-
mission recommended that, in case of
transfer from one station to another, if the
employees have to keep their children at
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the old station for board examination in
the interest of continuity of their studies,
they may be paid children’s educational
allowance without insisting on any other
condition. Again, for administrative
convenience and simplicity in account-
ing, children’s educational allowance
may be paid at a uniform rate of Rs. 50
per month per child for primary, sec-
ondary, and higher secondary classes.
The hostel subsidy paid for children in
residential schools, on transfer of the
government servant, was recommended
to be increased from Rs. 60 to Rs. 150 per
month per child. Subsidy for purchase of
new books on transfer of the government
servant, and admission of children to new
schools should be raised to Rs. 120 for
secondary/higher secondary classes, and
to Rs. 50 per child for other classes. The
Commission recommended that the
benefit of all the schemes of educational
assistance, whether separately or in
conjunction, may be admissible for two
children only as this would be in conso-
nance with the national objective of a
small family.

Contributory Health Service Scheme,
July 1954

A contributory health service scheme
for Central Government servants in Delhi
and New Delhi was introduced with
effect from July 1, 1954. The Armed
Forces personnel and those employed in

theRailway Services were excluded from
the scheme. Prior to the introduction of
the Scheme, Central Government ser-
vants and members of their families were
entitled to free medical aid with many
reservations. Under the old system, they
had initially to incur expenditure on their
medical treatment under advice of
authorised medical attendants and later
get reimbursed from Government to the
extent admissible under the rules. This
system of reimbursement was a great
handicap, especially for low paid Gov-
ernment employees, who could ill afford
to incur initial expenditure. Besides, it
involved considerable clerical labour
causing delays in the settlement of
claims. Moreover, the system of allowing
the authorised medical attendants, who
were mostly working on a part time basis,
to charge fees, was unsatisfactory and led
to many malpractices. The need for better
arrangements for medical attendance of
Union Government servants was, there-
fore, felt and a compulsory Contributory
Health Service Scheme was introduced.

The scheme extended the benefit of

free medical service to all classes of

Central Government servants as well as

to their families (other than Armed

Forces and Railway Services). The faci-

lities provided under the scheme

included: (i) Free medical attendance by
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authorised medical attendant, both in

hospital and at the residence of the patient

provided the authorised medical atten-

dant was satisfied that this was necessary

owing to lack of hospital facilities or to

severity of the illness; (ii) Free medical

treatment in hospitals, including free

service in respect of diagnostic, medical,

and surgical facilities available in the

institution. Hospital accommodation

suited to the status of the Government

servant was also provided without pay-

ment In the case of Government servants

drawing pay less than Rs. 100 p.m., diet

charges were also borne by Government

(iii) All medicines, special or ordinary,

that are considered necessary by the

medical attendant were supplied free of

cost; (iv) Facilities for treatment of dis-

eases of eye, ear, nose and throat as well

as for dental ailments were provided and

arrangements made for the treatment of

special diseases like Tuberculosis, Can-

cer, Poliomyelitis, etc., both in Delhi as

well as outside. Dispensaries were

opened in different parts of Delhi and

New Delhi to cater to the requirements of

the Central Government servants. For

such improved medical service, Gov-

ernment servants were required to pay

monthly contributions at rates noted in

Table 32.

Table 32. Monthly Contribution
for Health Services

(Rupees)

Gradation according to pay Rate of monthly
contribution

2,000 and above 12
From 1,500 to 1,999 9
From 1,000 to 1,499 6
From 750w 999 5
From 500 to 749 4
From 250 to 499 2.5
From 151 to 249 1.5
From 76 to 150 0.75
Upto 75 0.50

The Fourth Pay Commission recom-
mended revision of the rates of contri-
bution for the Central Government
Health Scheme.These rates were toapply
to pensioners too (Table 33).

Table 33. Monthly Contribution for Health Services
(Rupees)

Pay Range Rate of month

5,100 and above 25
2,800 and above but less than Rs. 5,100 20

1,900 and above but less than Rs. 2,800 15
1,400 and above but less than Rs. 1,900 10
1,100 and above but less than Rs. 1,400 5
Below Ra.1,100 2

The Fourth Pay Commission made a
number of other recommendations for
Central Government servants including
those for medical facilities, special
compensatory allowances, risk allow-
ance, non-practising allowance, travel
allowance, and leave travel concession,
general provident fund, etc.
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Age of Retirement

The First Pay Commission recom-
mended the age for compulsory retire-
ment uniformly at 58 years for all
permanent pensionable employees, and
permanent non-pensionable employees
who are entitled to alternative retirement
benefits, e.g., a Contributory Provident
Fund and/or special contribution or gra-
tuity, with an option to Government to
retire an employee on ground of loss of
efficiency at 55 years. But this was not
accepted and the age of retirement
remained unchanged at 55. The Second
Pay Commission reiterated the recom-
mendations of the First Pay Commission
that the age of superannuation should be
raised from 55 to 58 years for all classes
of public servants, including those for
whom the retirement age was 60. The
Government raised the age of superan-
nuation to 58 from December 1962. The
Third Pay Commission recommended
that the age of retirement for the Central
Government employees should continue
to be 58 years. The Fourth Pay Com-
mission agreed that at the present stage
of development of the Indian economy
there was no need to change the existing
age of retirement of 58 years though it
had to be appreciated that in a developing
economy there was need to provide
employment opportunities to a growing
number of educated and skilled person-
nel.

Pension and Gratuity

Pensions of Central Government
employees were dealt with by provisions
contained in (a) Superior Civil Service
Rules, (b) Civil Service Regulations, (c)
Civil Pensions (Commutation) Rules,
1925, and (d) Central (Class IV) Services
(Gratuity, Pension, and Retirement)
Rules, 1936. The retirement benefits
admissible to civilian central government
employees mainly consist of superan-
nuation or retiring pension, death-cum
retirement gratuity (DCRG), encashment
of earned leave, and facility to commute
a portion of pension. The main features
of the system of superannuation/retiring
pension are: (i) that pension is non-
contributory; (ii) it is liable to be withheld
in certain circumstances; and (iii) it is
subject to future good conduct of the
pensioner. Main elements which go into
computation of pension are length of
qualifying service of the retiring
employee, his reasonable emoluments,
and pension formula. There are also
orders prescribing a minimum pension.
The rules and regulations governing
these have been modified from time to
time mainly for improving pensionary
benefits. These changes have been made
by Government on its own or on the
recommendations of Pay Commissions.
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The First Pay Commission recom-
mended that the rate of earning pension
be reduced from 1/60 to 1/80 per year of
service subject to a maximum of 35/80.
To compensate the reduction in pension,
a gratuity of half a month’s pay per year
of service subject to a maximum of 15
months’ pay was recommended ‘as a
retiring gratuity or death benefit, as the
case may be’. The Commission did not
favour extension of the Railway provi-
dent fund scheme to other Government
servants. They were also opposed to
extension of commutation of pension
rules and grant of commutation amounts
without medical examination. In the case
of non-pensionable employees, compul-
sory insurance could take the form of an
option to take an annuity for a given
period instead of a pure life insurance
cover. The retiring benefit for every
public servant should consist of two
components: (i) a recurring monthly
pension and (ii) an insurance cover, the
premia for which would be found by
Government by making a reduction of 25
per cent in the amount of pension. The
Commission further recommended that if
a Government servant should die in har-
ness, after completing25 years of service,
or shortly after retirement, the widow and
dependent children of the deceased
should be allowed to draw a portion of
the pension limited to half of the pension

earned subject to a maximum of Rs. 150
per month for a maximum period of say
five years.

While accepting pension at 1/80 of
average monthly emoluments for each
completed year of qualifying service,
Government reduced the maximum to
30/80 as against the Commission’s rec-
ommendation of 35/80. Gratuity was
made available at 9/20 of monthly
emoluments for each completed year of
service, subject toa maximumof 15 times
the emoluments, and to a ceiling of Rs.
24,000.

As a result of the recommendations of
the First Pay Commission, the Liberal-
ised Pension Rules, 1950 were notified
with option to those who had entered
permanent pensionable service before
October 1, 1938 to come over to those
rules or to continue under the earlier
regulations and orders. The Liberalised
Pension Rules were in the nature of
modifications to earlier Civil Service
Regulations and instructions; executive
instructions continued to be issued under
these Rules following the recommenda-
tions of the later Pay Commissions and
other decisions of Govern ment
Ultimately a single set of rules called the
Central Civil Services (Pension) Rules,
1972 were issued and came into effect
from June 1, 1972. The Civil Pensions
(Commutation) Rules, 1925 were



280 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

replaced by Central Civil Services
(Commutation of Pension) Rules, 1981
and came into force from July 1, 1981.

Rule 2 of the Pension Rules of 1972
apply to government employees,
including civilian employees in the
Defence Services, appointed substan-
tively to civil services and posts in con-
nection with the affairs of the union
which are borne on pensionable
establishments including employees of
Union Territories, but do not apply to (a)
railway servants, (b) persons in casual
and daily rated employment, (c) persons
paid from contingencies, (d) persons
entitled to the benefit of Contributory
Provident Fund, (e) members of the
All-India Services, (f) persons locally
recruited for services in diplomatic,
consular or other Indian establishments
in foreign countries, (g) persons
employed on contract except when the
contract provides otherwise, and (h)
persons whose terms and conditions of
service are regulated by or under the
provisions of the Constitution or any
other law for the time being in force.

Prior to coming into force of Liber-
alised Pension Rules, 1950 (LP Rules),
only permanent service was treated as
qualifying service. However, in the light
of the recommendations of the First Pay
Commission, it was provided under these
rules that half the temporary service and

full quasi-permanent service, if followed
by permanent service, would also count
for pension. This position was further
liberalised from April 22, 1950 when the
entire temporary service which was fol-
lowed by confirmation was allowed to be
treated as qualifying service for pension.
Under the LP rules, only periods of
earned leave taken by the employee
counted for pension. This position was
again liberalised from April 1, 1963 and
it was decided that periods of leave for
which the employee waspaid leave salary
would count as qualifying service. In
1968 and 1976 even extraordinary leave
granted on medical certificate or for
prosecuting higher technical and scien-
tific studies, etc., was allowed to count as
qualifying service.

Prior to April 17, 1950, employees of
‘inferior services’, that is, Grade IV were
eligible for pension only after completion
of 20 years qualifying service, while
other employees qualified for pension on
completion of 10 years of service. This
disparity was removed in the LP Rules
and all employees were made eligible for
pension after completing 10 years qual-
ifying service.

Earlier, pensions were determined
with reference to theaverage emoluments
drawn during the last 36 months of the
employee’s service. The position was
liberalised with effect from February 29,



VOL. 33 NOS. 1-3 SALARIES OF CENTRAL GOVERNMENT EMPLOYEES IN INDIA 281

1976 when the period of 36 months was
reduced to 10 months. As regards the
elements of pay to be included in emol-
uments, provision in the LP rules was that
only pay drawn against a substantive post
was treated as emoluments. However, the
rules in this regard were liberalised twice,
once from April 22, 1960, when sub-
stantive pay and the pay actually drawn
in officiating or temporary appointment
was reckoned as emoluments, and again
from June 15, 1968 when all types of pay
(including officiating pay) was reckoned
as emoluments.

The Second Pay Commission rec-
ommended that the rate of gratuity should
be changed so that the maximum
permissible amount becomes available
on completion of thirty years’ qualifying
service. Government accepted this rec-
ommendation; the rate of gratuity was
accordingly increased from 9/20 of a
month’s emoluments to 10/20 of a
months emoluments for each completed
year of qualifying service. The Com-
mission had recommended higher scales
of pay in its report, which would
automatically raise the retirement bene-
fits of the employees concerned. In view
of this, and also keeping in view interests
of tax payers, the Commission did not
recommend any increase in the pensio-
nary benefits.

The Third Pay Commission agreed
with the views of the Second Pay Com-
mission that no change was necessary in
the prevalent formula for computing
pension except that the maximum quali-
fying service for pension should be
increased from 30 to 33 years. The
death-cum-retirement gratuity should
also continue to be calculated on the
prevalent basis except that the qualifying
years should be increased from 30 to 33
years, and the upper pay limit from Rs.
1,800 to Rs. 2,500 per month. Also, the
maximum amount of gratuity for pur-
poses of tax liability should be increased
from Rs. 24,000 to Rs. 30,000.

A major change in the rules governing
grant of pension was the introduction of
the slab system for calculation of pension
witheffect from March 31, 1979whereby
a distinction was made between
employees in different pay slabs by pre-
scribing three different rates of pension,
viz., 50 per cent, 45 per cent, and 40 per
cent of the average emoluments. Like all
previous improvements in the pensionary
benefits, itwas intended tobe given effect
from a prospective date. But the matter
went before the Supreme Court and by its
judgement dated December 17, 1982, the
Supreme Court held that all Central
Government pensioners governed by
pension rules were entitled to pension
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with effect from April 1, 1979 as com-
puted under the liberalised pension for-
mula irrespective of the date of their
retirement. This was the first time that
benefit of certain improvements in pen-
sionary benefits was extended to pen-
sioners who had retired prior to the date
from which improvements became
effective. In terms of this judgement, the
following improvements in pensionary
benefits were extended by Government
to all existing pensioners: (i) application
of slab system for calculation of pension;
(ii) calculation of average emoluments
over the preceding ten months instead of
thirty-six months; (iii) benefit of quali-
fying service up to 33 years instead of 30
years; and (iv) raising the ceiling on
pension to Rs. 1,500 per mensem. Gov-
ernment also extended the benefit of
minimum pension to existing pensioners.
The minimum pension fixed from time to
time was as follows: Rs 25 (January 1,
1964); Rs 40 (March 1, 1970); Rs 60
(March 1, 1980); Pension plus relief to be
not less than Rs 150 (April 1, 1982);
Pension plus relief to be not less than Rs
160 (April 1,1983).

The slab system introduced by Gov-
ernment in March 1979 referred to the
then prevailing pay structure. The Fourth
Pay Commission, in view of the revisions
in salaries recommended by it and also to
simplify and rationalise matters, recom-
mended that pension may be calculated

at 50 per cent of the revised pay for all
categories of Central Government
employees. The Commission further
recommended that the basic pension for
government employees may not exceed
Rs. 4,500 per month. No change was
recommended by the Commission in the
rules governing Death-cum-Retirement
Gratuity (DCRG). The ceiling on gratuity
was revised by Government in March
1985 and raised to Rs. 50,000. The same
could also be treated as retirement gra-
tuity. Temporary employees who had
rendered continuous satisfactory service
for long periods should be given the
benefits of pension and DCRG as avail-
able to permanent employees on super-
annuation. The required period of service
for them could be reduced from 20 to 10
years. In the case of employees whose
total temporary service was less than 10
years at the time of retirement, terminal
gratuity could continue as prevalent.
Minimum pension should be fixed at Rs.
300 per month.

The Commission recommended
revision of family pension at the fol-
lowing rates: For Basic Pay in the revised
scale (a) Rs. 1500 and below - 30 per cent
of pay subject to a maximum of Rs 300;
(b) Above Rs 1500 - 15 per cent of pay
subject to a minimum of Rs 450 and a



VOL. 33 NOS. 1-3 SALARIES OF CENTRAL GOVERNMENT EMPLOYEES IN INDIA 283

maximum of Rs 1000. Further, it rec-
ommended the fixation of minimum
pension for past pensioners also at Rs.
300 per mensem.

TheCommission recommended grant
of relief to all past pensioners, as also to
those who retired in the future, for price
rise over index avenge of 608. These
increases were to be based on the four
tables being used by the disbursing
authorities for determination of graded
relief on the pensions being disbursed by
them.

In the Part II of its report submitted in

December 1986, the Fourth Pay Com-

mission considered the pension structure

for pensioners - both past and future - and

the death-cum-retirement benefits

including improvements in the rates of

family pension extraordinary pension,

terminal benefits to temporary

employees, etc. The Commission esti-

mated the likely additional costs on

account of theft recommendations (Table

34).

Table 34. Likely Additional Costs on Payment of Revised

Item Estimated Expenditure per Annum (Rs. in Crore)

Civilian Armed Forces TOTAL
Employees Personnel
including

UTs

1. Retiring pension and gratuity 10 15 25
2. Ex-gratia payment to retirees under Contributory 27 .. 27
Provident Fund Scheme
3. Rationalisation of Pension Structure-

(i) for pensioners 73 114 187
(ii) for family pensioners 21 14 35

4. Improvement in the Disability Element and Constant .. 24 24
Attendant Allowance

TOTAL 131 167 298

Say Rs. 300 Crore

Of the estimated annual expenditure,
improvements in retirement benefits for
future pensioners were to cost about Rs.
25 crore. The remaining 90 per cent was

in respect of rationalisation of the exis-
ting pension structure and much needed
relief for past pensioners and retires and
was justified for meeting theft genuine
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needs.

The Commission recommended that
death-cum-retirement benefits for Cen-
tral Government employees including
employees of Union Territories,
personnel belonging to all-India services
and armed forces personnel and the
rationalised pension structure for pen-
sioners proposed by them may be made
applicable with effect from January 1,

1986.

Additional cost of Pay Commissions’

Recommendations

The Second Pay Commission had

estimated the additional annual cost of

their recommendations, including the

cost of interim relief recommended by

them, at Rs. 39.62 crore (Table 35).

Table 35. Estimated Additional Expenditure of Second Pay Commission’s Recommendations

Rs. in Crore Per Annum

Revised Scales of Pay and Dearness Allowance 22.30

House Rent Allowance 1.12

Compensatory Allowance 0.12

Improved Family Pension Scheme 1.00

Extension of the Contributory Health Service Scheme 3.40

Educational Facilities 0.18

Canteen Facilities 0.50

Interim Relief 11.00

TOTAL 39.62

The Third Pay Commission sug-
gested that the scales of pay recom-
mended by them should be made
applicable from 1st March 1973.

The additional cost of the three
instalments of interim relief sanctioned

on the recommendations of the Third Pay
Commission amounted to about Rs.
175.91 crore. The immediate cost of the
recommendations in its final report
relating to the scales of pay, pensionary
benefits, etc., was estimated at Rs. 144.60
crore (Table 36).
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Table 36. Estimated Additional Expenditure of Third Pay Commission’s Recommendations

Rs. in Crore Per Annum

1. Proposed Scales of Pay for Civilian Employees 60.50
2. House Rent Allowance 22.00
3. Compensatory City Allowance 2.38
4. Retiring Pension and Gratuity 11.80

TOTAL 96.68
5. Plus 10% for Union Territory Employees 9.67
6. Armed Forces Personnel 38.25

GRAND TOTAL 144.60

The Fourth Pay Commission esti-
mated the additional cost of major items
of their recommendations as under.

These estimates did not include the pen-
sion structure or death-cum-retirement
benefits mentioned earlier (Table 37).

Table 37. Estimated Additional Expenditure of Fourth Pay Commission’s Recommendations

Rs. in Crore Per Annum

A. Civilian Employees including U.T.
1) Fixation of Pay in Proposed Stale of Pay 450
2) House Rent Allowance 387
3) Compensatory (City) Allowance 28
4) Other Allowances and Facilities 100

965
B. Armed Forces Personnel

1) Fixation of Pay in Proposed Scale of Pay 215
2) Compensation in Lieu of Quarters 68
3) Compensatory (City) Allowance 9
4) Other Allowances and Facilities 25

317
Grand Total A+B 1,282

Closing Remarks

It is thus that we have now in India a
well provided Central Government Ser-
vice with salaries protected by dearness
allowance and supplemented by House
Rent Allowance, Children’s Education

Allowance, Health Service, and Pension
and Death-benefits. The credit is due to
the four Pay Commissions and other
commissions and committees appointed
in thesame connection.Thecommissions
and committees, manned as they were
mostly by government employees, rep-
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resented the case of the employees better
than their associations or unions could
have done. On the whole, they gave the
employees not only a fair but a generous
deal.

It was implicit in the appointment of
these commissions and committees that
they would take a wider view of the
problem and place the government
employees within the limits of the
national economy. Sometimes, this was
made explicit and specific in their terms
of reference. For instance, the forth term
of reference of the Dearness Allowance
Commission (1966) reads as follows:

(4) Specifically, to report on the follow-
ing: (a) Considering that the non-plan
Revenue expenditure of State
Governments gets reflected in the
financial assistance given by the Centre
on the recommendations of the Finance
Commissions and in the annual plan
allocations, and having regard to the
existing disparities between the pay
scales of Central and State employees, is
it justifiable to follow a different policy
at the Centre from the States and to treat
the employees of the former more liber-
ally in the matter of dearness allowance
? (b) My relief which the Central
Government gives to its employees
entails a burden on the rest of the com-
munity, particularly other vulnerable
sections with fixed incomes. To what

extent should Government give prefer-
ential treatment to that section of the
community which is directly under its
employ?(c) Is it justifiable tocompensate
Government employees for rise in prices
due to taxation and other policy-induced
causes, or to occasions such as a severe
crop failure or a threat to national security
necessitating higher levels of expendi-
ture? (d) Should the capacity of Gov-
ernment, and therefore of the community,
to pay be the determining factor for
granting relief to Government employees
? To what extent can this be reconciled
with the concept of dearness allowance
as a device to protect, to a varying degree,
the real income of salaried employees
from the effects of rise in prices?

These are the pertinent questions. The
Dearness Allowance Commission got
round them by declaring that "these
issues have lost their meteriality and even
their relevance having regard to the fact
we have adopted the narrower construc-
tion of the concept of dearness allow-
ance" (para 5.1)

The preamble to the Government
Resolution appointing the Study Group
on Wages, Incomes and Prices (1978)
reads as follows: "Serious distortions
have crept into the structure of pay, DA,
and other compensatory allowances of
employees in public and private sector.
These distortions have been largely the
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result of ad hoc approach followed in the
past to the problem of periodical revision
of emoluments in public enterprises and
in organised private industry. Moreover,
a major part of the employment in the
country is in the rural sector. The incomes
of the vast majority of the people in
agricultural sector are low and are also
liable to serious fluctuations. My ratio-
nalisation of the existing pattern of wages
and incomes in different sectors can
however be attempted only as an Inte-
grated Policy on Wages, Incomes, and
Prices." But the members of the Study
Group belonged to the high income and
top salaried class. Naturally, the Study
Group, among other things, raised the
question whether there should not be
some upward revision of salaries in those
ranges in order to continue to attract
persons of the requisite calibre to those
posts.

The Royal Commission on the Public
Services in India (1915) was more cir-
cumspect and laid down the broad prin-
ciple that the Government should pay ‘so
much and so much only to its employees
as was necessary to, obtain recruits of the
right stamp and to maintain them in such
a degree of comfort and dignity as would
shield from temptation and keep them
efficient for the term of their service’ and
opined that ‘to set in India for the public
services a standard of remuneration
which is in excess of what is required to

obtain suitable Indian officers is to
impose for all time on the country a
burden which she ought not to bear’.
Earlier, the Meston Committee (1908),
referring to the subordinate clerical ser-
vices suggested that the recruitment to
these services should be ‘subject to the
ordinary laws of demand and supply’.
That the remuneration to government
servants in India is in excess of what the
market demands is obvious from the fact
of over-supply; for each one admitted
into the service, there are at least a
hundred, probably a thousand, who are
turned back. It is not clear whether the
remuneration is adequate or right to
‘obtain recruits of the right stamp’. In
fact, it is not clear whether a higher
remuneration ensures better quality;
experience shows that remuneration in
excess of what the market demands not
only creates excess supply but also gen-
erates pressures and influences pushing
recruits of the wrong type. In any case,
no remuneration seems to be enough to
maintain the government employees ‘in
such a degree of comfort and dignity as
would shield them from temptation and
keep them efficient for the term of their
service’. Undoubtedly, in their number
and remuneration, the government
employees are proving a burden which
the country ‘ought not to bear’. The
previous Planning Commission, in its
document ‘Eighth Plan : Perspective and
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Issues’ had the following to say: "Be-
tween 1980-81 and 1985-86, the wage
bill in public administration and publicly
provided services has doubled. If the
average compensation per employee in
these sectors had increased only as much
as the consumer price index and if the
total number of employees had remained
constant the total wage bill for these
employees would have been lower by
about Rs. 4,500 crore. Roughly one-third
of this amount is accounted for by the
increase in the real compensation per
employee. A similar pattern holds for
commercial enterprises in the public
sector. We must recognise that high wage
public employment could well limit our
ability to sustain a more broad based
programme for employment generation
and poverty alleviation" [Planning
Commission, 1989, Pp, 21-22]. We
should await the approach of the new
Planning Commission to this central
question.
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UNITARY ELEMENTS IN A FEDERAL CONSTITUTION*

V.M. Dandekar 

The Indian constitution is in the words of Ambedkar, ‘both unitary as well
as federal according to the requirements of time and circumstances’. The unitary
bias became gradually clear in the legislative provisions about the state and the
concurrent lists. The creation of the Planning Commission and its control over and
direction of funds for the state plan exacerbated these tendencies further. Whatever
their justifications at the time the constitution was framed, they appear to have Lost
their relevance now. The plan models have been used to enforce discipline on the
states as well as the Centre. This hegemony of model builders and sophisticated
statisticians is not confined to the Planning Commission, but also appears in the
reports of the Finance Commissions, as illustrated by the poverty exercise in the
report of the Seventh Finance Commission and the normative approach in the report
of the Ninth Finance Commission. It is necessary to be aware of the pitfalls and
dangers of such exercises and rethink the basic approach.

The Indian constitution does not
explicitly use the term ’federation’.
Instead, Article 1 declares that India that
is Bharat shall be a Union of states. B. R.
Ambedkar explained that in this, the
drafting committee had merely followed
the usage in the preamble to the British
North America Act, 1867. Of course, that
does not make India a unitary state. The
basicdifferencebetween a unitary system
and a federal system is that, while in the
former the demarcation of powers
between the national and the sub-national
governments is made by the national
government, in the latter thisdemarcation
is made by a written constitution which
is the source of authority of the national

and the sub-national governments both.

This is true of the Indian constitution. In

its Seventh Schedule, the constitution

lays down in great detail, in three lists,

namely, the union list, the state list, and

the concurrent list, the distribution of

legislative powers between the union and

the states. Moreover, it recognises that

the division of the legislative powers

must be supported by a division of

financial powers and demarcates the

spheresof taxation into three lists. a union

list and a state list, to be exploited inde-

pendently and exclusively by the union

and states.

V.M. Dandekar was Hon. Fellow and President of Indian School of Political Economy.
* Late Professor V.M. Dandekar was engaged in editing and to a certain extent updating his writings for publication when

he died at the end of July 1995. A large part of his writings, thus completed, have been published in two volumes by Sage
Publications. New Delhi. He had nearly completed only threechapters of the third and final volume when hc died. This is one
of these three chapters. It is being published here partly because of the current relevance of the issues discused in it. - Editor.
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Further, anticipating that the revenues
of the states from taxes in the state list
may fall short of the states’ expenditure
on functions assigned to them, the con-
stitution provides a comprehensive
arrangement for sharing between the
union and the states the revenues from
some of the taxes in the union list. For
this purpose, it requires that an indepen-
dent Finance Commission shall be
appointed at the end of every fifth year or
earlier if the president considers it nec-
essary. Over the years, the transfer of
revenue resources from the union to the
states under the recommendations of the
successive Finance Commissions has
increased.

But the Constitution did notanticipate
that the country would soon adopt the
strategy of planned development and did
not provide for the appointment of a
Planning Commission with well defined
powers and functions. The Planning
Commissions subsequently appointed
are not statutory bodies as are the Finance
Commissions and, not being creation of
the constitution, they do not suffer any
constitutional limitations on their pow-
ers. They are appointed by the Union
government and essentially are organs of
that government. A Planning Commis-
sion by the nature of its functions and
objectives is inherently unitary and not
federal in its intentions and unitary and
not federal in its intentionsand operations

and successive Planning Commissions,
in the name of real or supposed needs of
planned development, have tended to
expand and extend the authority of the
Union government often in total disre-
gard of the federal intentions of the
Constitution. The late C. N. Annadurai,
then the chief minister of Tamil Nadu had
sensed this. While presenting the budget
to the state legislature on June 17, 1967
he said, ‘There has been considerable
change in the matrix of Centre-State
financial relations since the provisions of
the Constitution in this regard were
settled. There have been a number of new
trends and developments which could not
have been visualised when the Indian
constitution was framed. The Constitu-
tion had already provided for consider-
able concentration of powers in the hands
of the Central government. Through a
newinstitution which wasbeyond theken
of the architects of the constitution: the
Centre has acquired still larger powers
causing concern about the position of the
states. This new development relates to
economic planning. The powers which
the central government has assumed in
regard to mobilisation, allocation, and
pattern of utilisation of resources for the
plan have reduced the states to the status
of supplicants for aid from the Centre’
[Madras Legislative Assembly Debate,
1967, p. 138]. The protest has gone
unheeded for over 28 years but it may not
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be possible any longer to do so and the
states will have to be given an appropriate
place in the process of planning.

Unitary Bias of the Constitution

It must be admitted that such unitary
tendencies have been facilitated by a
certain underlying theme of subordina-
tion of the states which runs right through
the Constitution. For instance, after
distributing the legislative powers in
three lists, the union list, the state list, and
the concurrent list, residual subjects, that
is those not covered by the three lists, are
unavoidably left with the Union. Even in
matters in the concurrent list, the Con-
stitution provides that the union govern-
ment shall prevail. Commercial and
industrial policy, production, supply and
distribution of foodstuffs, price control,
trade unions, industrial and-labour dis-
putes, employment and unemployment
and above all economic and social
planning are placed in the concurrent list
and the Union has the final say in all these
matters.

The state list is impressive: agricul-
ture, irrigation, industries, labour, trade
and commerce, production, distribution
and supply of goods, education and
public health all appear in the state list.
But, in almost each case, there are pro-
visos and exceptions. For instance,
industries are in the state list but they are

subject to the provisions of entry 52 of
the Union list, namely, ‘industries the
control of which by the Union is declared
by Parliament by law to be expedient in
public interest’. Besides, Article 249
empowers the parliament to make laws
with respect to any matter in the state list,
if the Council of States (Rajya Sabha)
declares by a resolution, supported by at
least two-thirds of the members present
and voting, that it is necessary or expe-
dient in the national interest. Thus, in
spite of its written character, the
Constitution has imparted a great deal of
flexibility to the division of powers
between the Union and the states with a
bias generally in favour of the Union
enabling it to expand and extend its
authority as and when it felt necessary.
Perceptively, Ambedkar had said that
‘the Indian constitution was both unitary
as well as federal according to the
requirements of time and circumstances’
[Constituent Assembly Debates, VII, I,
Pp. 33-34].

Thehistorical circumstances in which
the country became independent and
accepted the strategy of planned eco-
nomic development have also helped to
emphasise the unitary rather than the
federal elements in the constitution.
Independent India inherited war-
shattered and food-short economy and
wartime food and price controls stressed
the need for central action. Foreign
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exchangeand import control, distribution
of scarce commodities such as coal, steel,
and cement, and regulation of inter-state
trade and commerce necessary for price
control could all be entrusted only to the
Union government. There prevailed and
exists even today wide popular support
for the concept of planned development
so that not just the Planning Commission
but also the National Development
Council and even the states have all along
supported enthusiastically an ambitious
plan. Planned development requires
licensing of industries to conserve capital
resources, to prevent their diversion into
wasteful channels, and to ensure indus-
trial dispersal into all regions; only the
Union government could administer the
requisite licensing system. Socialist
emphasis on the public sector increased
immensely the powers of the union.
Though the public sector was not con-
fined to the Union, the bigger industrial
corporations and even more so the
financial institutions such as the Life
Insurance Corporation, the commercial
and the development banks, all came to
be owned and controlled by the Union
government. The concept that a certain
minimum needs of the people must he
satisfied all over the country gave the
Uniongovernment amandate to laydown
national targets, including those in the
slate sector such as irrigation, roads,
foodgrains production, education, public
health, etc., and to freely exercise Union

authority to achieve them. Occasional
voicing of concern for the states’ auton-
omy within the federal constitution was
branded as parochial.

The Planning Commission

The Planning Commission was set up
in March 1950 by a Resolution of the
Government of India and has now grown
into a large body with the Prime Minister
as the Chairman, the Deputy Chairman,
several full-time members and the Min-
isters of Human Resource Development
of Finance, and of Agriculture as
ex-officio members. Besides, there is a
Minister of State for Planning. The day
to day work of the Commission is looked
after by the Deputy Chairman. The
Commission has a collective responsi-
bility but, for convenience, each member
has charge of a group of subjects. In short,
it is a parallel mini cabinet under the
Prime Minister. It has a large secretariat
consisting of a number of divisions
(presently as many as 30 in number)
which may be classified into four types:
(i) general divisions concerned with
certain aspects of the entire economy, (ii)
subject divisions concerned with specific
subjects. (iii) service divisions concerned
with administration, accounts, and gen-
eral services, and (iv) area divisions,
called the State Plan Divisions, where
state plans are formulated and monitored.
By end of March 1993, it had a total staff
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strength of 5,315. It is one of the very few
government agencies which carry a large
research staff, consisting of experts from
all fields of development. Nevertheless,
Dr. Gupta mentions, the composition of
the staff is Somewhat weighted towards
civil servants and bureaucrats, and much
of its work, in effect, is a duplication of
the jobs of different ministries [Gupta,
1989, p. 71]. If so, it is advisable to avoid
this duplication.

The setting up of the Planning Com-
mission to look after plan finance and
recommend plan assistance for the states
necessitated a demarcation between
non-plan and plan expenditure and it
became customary to limit the terms of
reference of the Finance Commissions to
non-plan expenditure only. To see the
effect of this change, we should note that
the purpose of the grants which the
Finance Commission gives under Article
275 is to cover the non-plan revenue
deficits after the distribution of the states’
shareable pool. Since the non-plan sur-
plus is regarded as an item of plan
resources, the Finance Commission’s
tax-sharing also comes indirectly within
the purview of the Planning Commission.
The Finance Commission strives to leave
as many states as possible with a surplus
in their non-plan revenue accounts
hoping that the states may then be free to
use this surplus to finance planned
development of their own conception.

But the states have no freedom to use their
non-plan revenue surpluses any more
than they have to use the plan assistance
from the Union. The two are put together
along with any additional financial
resources a state may be expected to raise
and the expenditure of it all is subject to
an overall, plan approved by the Planning
Commission. That is it. A state may have
a non-plan surplus. It may be willing to
raise additional resources. It will accept
plan assistance of which a larger part is
in the form of loans which must be repaid.
But it has no freedom, no autonomy in
deciding the pattern of its development.
Such are the compulsions of a national
plan.

Moreover, a large part of the states’
plans is in the form of central, and cen-
trally sponsored schemes. The result is
that the ministries and departments of the
Union government, with their enthu-
siasm and capacity to get more funds
from their government, and the
corresponding departments of the state
governments, with equal enthusiasm but
less ability to get funds from their gov-
ernments, have in: collusion managed to
unduly increase the number of such
schemes. The issue was examined in the
Fourth Plan and out of about 125 such
schemes 36 were transferred to the states.
The Study Team on Financial Adminis-
tration [Report, 1967, Vol. I, Pp. 86-87]
of the Administrative Reforms
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Commission felt that many more could
be so transferred. In 1969, the National
Development Council laid down guide-
lines for such schemes and put a ceiling
of one-seventh to one-sixth, say about 15
per cent, of the total block plan assistance
to the states. But all this was ignored. The
central and centrally sponsored schemes
continue to dominate the plan assistance
to the states. In 1992-93, according to
revised budget estimates the central and
centrally sponsored schemes accounted
for 30.95 per cent of the total plan
assistance to the states amounting to Rs
22,589.12 crore. If we confine attention
to plan grants only, the central and cen-
trally sponsored schemes accounted for
45.02 per cent of the total plan grants
amounting to Rs 15,155.73 crore.
According to the budget estimates for
1993-94, the central and centrally spon-
sored schemes accounted for 35.49 per
cent in total plan assistance and 48.91 per
cent in plan grants.

One wonders how the Planning
Commission handles this awesome bur-
den. To appreciate how it functions, it
will be useful to recapitulate, even if
briefly, the planning process and how it
moves through the labyrinth of the
Planning Commission. The following
account is taken from Planning and
Development in India (in particular, its
chapter 2) by S.P. Gupta, who himself

was the Advisor and Head of the Per-
spective Planning Division of the Plan-
ning Commission during the Sixth and
Seventh Plan formulations. Of course,
the material is suitably abridged and
edited, hopefully, without distortion.

Planning Process

The first step in Plan making is to
prepare an ‘Approach Paper’ on the basis
of estimates of likely long-term changes
in the major parameters of growth as well
as during the five-year plan period. These
are based on the experience of the past,
projected requirements in future and
likely availability of resources for the
next plan worked out by various working
groups consisting of officials in the
Planning Commission. Central minis-
tries, other institutions, State govern-
ments, and experts in the field. As many
as 126 working groups were set up in
connection with the Seventh Plan.

While initiating work on the ‘Ap-
proach’ at the national level, state gov-
ernments are also advised to take
preliminary steps for formulating their
‘Approach’ and set up working groups
wherever considered necessary. After the
Approach Paper is approved by the
National Development Council, the
Planning Commission addresses the
Central ministries and State governments
to formulate detailed proposals of their
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plans. When the States submit their plan
proposals, these are discussed in different
working groups.

In the case of Central plan, the con-
cerned division prepares a Status Paper
taking into account the recommendations
of the concerned working groups, pro-
posals of the relevant ministries, and its
own assessment. The Status Paper
constitutes the basis of discussion
between the Planning Commission and
the Secretary of the concerned Central
ministry/department. In the light of the
discussions with the ministries and the
anticipated total resources for the Central
plan, the Commission takes a view on the
development programme of each mini-
stry/department.

The recommendations of all the
working groupson theproposals of a state
are considered by the concerned State
Plan Adviser. This report forms the basis
of discussions between the Planning
Commission and the State governments
for finalising the plan for each Stale and
its targets of additional resources mobi-
lisation.

The Project Appraisal Division
makes an appraisal of Central Govern-
ment projects costing more than Rs 2
crore before they are considered by the
Public Investment Board or the Expen-
diture Finance Committee (EEC). In

appraising a project, the Division
examines the need for the project, its
linkages with the plan, technical and
organisational aspects as well as the
economic and financial viability of the
project. The Division also appraises
revised cost estimates of major Central
projects when these exceed 20 per cent of
the sanctioned cost.

The projects, forwarded for appraisal,
are broadly divided into three categories:
(i) industrial and non-basic sectors; (ii)
infrastructure projects; and (iii) social
projects. The appraisal approach differs
among them.

For the public sector projects cover-
ing non-basic sectors, like watches,
drugs, certain chemicals, etc., the criteria
for accepting or rejecting a project is
mainly based on an assumed economic
rate of return of 12 per cent per annum;
and whether their production is within the
targeted demand for the product. The
anticipated output is valued at c.i.f. prices
to determine the ‘make it or buy it’
decision.

For the infrastructure projects, the
proposed investment project is recom-
mended if it is found to be the least cost
option available to meet the targeted
demand. In practice, however, lever the
alternatives are hardly available for



312 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

appraisal. These projects are not con-
strained in their selection by the eco-
nomic rates of return criteria of 12 per
cent per annum but on the basis of social
rates of return which are difficult to
estimate both on conceptual and data
considerations. Hence, in effect, they are
mostly calculated in qualitative terms.
The social projects aim mainly to benefit
the poorest of the poor and reduce income
disparity. The appraisal report in these
cases makes an attempt to investigate
their benefits in qualitative terms.

The weakest element in the present
practice of appraisal of projects is that
usually one project is submitted at a time
for appraisal and selection, so that it is not
possible to make a choice from alterna-
tive projects. This creates a special
problem in the core sector. The rejection
of a proposed project often becomes
impossible since it might mean a shortage
in the infrastructure facilities stipulated
in the plan and preparation of another
proposal from the Secretariat takes time.
Moreover, quite often, the proposed
location of many projects cannot be
changed because it is decided mainly on
political grounds. Often, the initial proj-
ect reports are so bad and based on such
scanty data that, while passing through
the various bureaucratic stages of
approval, they have to be reported back
time and again causing delay in approval
[Gupta, 1989, p. 731.

The identification and presentation of
the projects, are the prerogatives of
implementing ministries and public sec-
tor undertakings. The appraisal is done
mainly by the Planning Commission and
emerges as recommendations. However,
the final approval, comes from the Public
Investment Board (PIB). The PIB is the
committee of secretaries entrusted with
the investment decisions of public sector
projects involving an investment outlay
of above Rs 5 crore. Investments worth
Rs. 1 to 5 crore go to the EFC. The cabinet
generally accepts the recommendations
and implementations as per approved
project.

Thestates, as also the several working
groups, prepare their plans within broad
benchmarks supplied by the Planning
Commission which are mostly in broad
aggregates and usually at very general
levels so that they can be differently
interpreted by various working groups.
As a result, the working groups often
prepare their reports on the basis of
mutually inconsistent assumptions.
Moreover, the working groups’ reports
usually come so late that many of their
views cannot get incorporated into the
plan [Gupta, 1989, p. 72].

At this stage, the working groups,
both in the Centre and the states, make
their recommendations primarily on the
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basis of needs and feasibility of pro-
grammes and projects. since they do not
have a clear idea of the resources likely
to he available, for development pro-
grammes in their respective areas. The
total of the outlays recommended by
them, therefore, often turn out to be far in
excess of what can be accommodated
within the total estimated resources. As a
result, it becomes necessary to prune the
recommendations of the working groups
in theprocess of finalising the Centraland
State plans.

The estimates of resources of the
Centre for the plan are prepared by the
Working Group on Financial Resources,
which includes, inter alia, the repre-
sentatives of the Planning Commission,
the Ministry of Finance, and the Reserve
Bank of India. At the same time, the
Financial Resources Division of the
Planning Commission requests the state
governments to furnish estimates of their
resources for the plan. Detailed discus-
sions, are held with each state govern-
ment to prepare mutually agreed Upon
estimates of resources. The five-year
plan, after incorporating the Central and
state plans, together with their financing
schemes,. as finally approved by the
Planning Commission, is considered by
the Union Cabinet. After its approval, the
plan is placed before the National

Development Council and after the
Council approves, it is placed before the
to Houses of Parliament.

The procedures for the formulation of
annual plans is broadly the same as that
adopted for the five-year plan However
in the case of the Centre there is a slight
variation. First, the estimates of Central
resources are called for from the Ministry
of Finance and finalised in consultation
with them since there is no Resources
Working Group on central resources for
the annual plan. Secondly discussions
with Central Ministries are held on the
plan proposals sent as drafts by them. All
meetings for this purpose are convened
by the Secretary, Planning Commission,
with the secretary of the concerned
ministry/department. Further, since the
annual plan is formulated within the
framework of a five-year plan, the dis-
cussions with outside organisations and
experts are on a limited scale.

The annual plan exercises have been
increasingly confined almost exclusively
to resource-availability, and the adjust-
ments in investment allocations between
sectors are being done mostly on a pro
rata basis which has no scientific base:
rather it comes, out as a ‘compromise’
formula between the contending recipi-
ents [Gupta. 1989. p. 72]. Worse still,
physical targets are often not revised
alongside. The mid-term appraisal comes
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some time in the third year of the plan. A
correction to ‘plan priorities’ presented
in this appraisal document has sometimes
proved to be very academic as it comes
too late in the plan period. In any case,
most of the public sector enterprises
attach very little importance to post-
evaluation studies.

State Plans

Let us next see the manner in which,
the Planning Commission, in trying to
impose a national plan on the state gov-
ernments, is straining the federal struc-
ture envisaged in the Constitution. As
mentioned above, the recommendations
of all the working groups on the proposals
of a state are considered by the concerned
State Plan Adviser and his report forms
the basis of discussions between the
Planning Commission and the state
governments for finalising the plan for
each state and its targets of additional
resources mobilisation. It is simply pre-
posterous that a single officer in the
Planning Commission should sit in
judgement on the plan proposals coming
from the government of a state. It is
surprising how this has been swallowed
for four decades. The reasons are his-
torical. They may no longer be valid.

Prior to the Fourth Plan, plan assis-
tance was based on states’ needs and
ability to implement the plan as judged

by the Planning Commission. Moreover,
it was mainly schematic in nature and
came in the form of a string of conditional
grants. Beginning with the Fourth Plan,
the Gadgil formula and later its subse-
quent modifications did not change the
situation materially because the whole
plan assistance depended on the approval
by the Planning Commission of the sta-
te’splan as a whole. Theassistance would
be reduced in proportion to the shortage
in the agreed plan outlay. On some items,
the assistance was tied so that a shortfall
in expenditure on these items would
invite a cut in earmarked assistance.
Besides, there was a detailed technical
appraisal of all irrigation, power, and
agricultural schemes costing more than
Rs 5 crore and a proforma examination
of all schemes costing Rs 1 to 5 crore by
the Central Water Commission, the
Central Electricity Authority, and the
Indian Council of Agricultural Research.

The states in India have widely dif-
ferent resources and are at widely dif-
ferent stages of development as measured
by their per capita incomes. For instance,
in 1989-90, the per capita net domestic
product was Rs. 2,122 in Bihar and Rs
7,081 in Punjab [CSO, 1991, Statement
5]. The gap is widening. The Planning
Commission prepares a national plan
with sectoral allocations broken up into
central plan and states’ plans. The states
fall in line because the centre holds the
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financial strings. But it is unlikely that the
plans for different states are the most
appropriate for their resources and the
stages of their development. This is no
reflection on the competence of the
Planning Commission. The country is
just too big and varied and no one need
be offended by that fact. After forty years
of planning experience, one should now
adopt a more modest posture and allow
the states greater freedom and autonomy
in the planning of their development.

Clearly, there are sectors of which the
development must he largely with the
Centre, as for instance, large industry, rail
and air transport, communications, and
science and technology. Besides, as we
suggest, reduction of disparities between
states must also be the Centre’s respon-
sibility. But, there are sectors the devel-
opment of which must largely rest with
the states keeping the Centre’s role to the
minimal. These are agriculture, rural
development, special area programmes,
village and small industries, and many of
the social services such as education and
health. These sectors are essentially
decentralised and the process of their
development has to he decentralised.
Nevertheless, in the Eighth Five- Year
Plan (1992-97), the Centre’s share in the
public sector outlay in agriculture is
23.38 per cent; in rural development
70.33 per cent; in village and small

industry 39.96 per cent; in general edu-
cation 42.86 per cent; in medical and
public health 29.94 percent; and in family
welfare 100.00 pet cent. If the ground for
this is a presumption that the centre has
greater competence even in these areas,
it is simply not true any more if it ever
was.

From the very beginning of planning
in India, a distinction has been made
between the public and the private sector.
The plan targets are prescriptive for the
public sector, the Planning Commission
acting as a clearing house for many cru-
cial economic decisions taken at different
institutional and regional levels, for
ensuring inter-sectoral and inter-
temporal consistencies by the use of a
formal ‘economic model’. For the private
sector, the plan targets are only indica-
tive. Hence, the governments in India
have little control over a large part of the
economy. Even in the matter of invest-
ment, of the total estimated investment
during the Seventh Five-Year Plan period
(1985-90) amounting to Rs 3,48,148
crore, investment worth only Rs 1,80,000
crore, which is 51.70 per cent of the total,
was planned to be made in the public
sector. The remaining was expected to
occur in the private corporate and
household sector. The investment in
these sectors is, in general, in response to
market expectations rather than the
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expectations of the Planning Commis-
sion. Even in the public sector, the plan
succeeds at best in respect of investment
but not so much in respect of output.
There is, besides, the variable weather
which affects agriculture producing
one-third of the national product. Under
the circumstance, what the Planning
Commission can at best do is to promptly
respond, to what actually happens in the
economy and annually revise and adjust
its own sectoral plan allocations so as to
regain and retain the sectoral balance in
the economy. Presumably, this is what
the Planning Commission does in its
annual plan exercises. We have already
commented upon the nature of this sec-
toral inter-consistency and, particularly,
the manner in which it gets distorted in
the annual plans.

Unhealthy Paternalism

What is involved is not the techni-
cality of planning but the central attitude
towards governance of India. In a paper
presented to the National Convention on
Union-State Relations held in New Delhi
in April 1970, K. Santhanam made the
point succinctly: ‘I am emphatically of
the opinion that by taking upon itself too
many obligations in relation to the vast
population spread over the length and
breadth of India, the Centre will become
incurably weak. It is only through con-
centration on essential all India matters

and by refusing to share the responsibility
in such matters with the states while
giving complete autonomy to the states
in the rest of the field of government, the
parliament and the central government
can be really strong. The tendency
towards vague unhealthy paternalism
which has come to envelop Indian Fed-
eralism as a result of the dominance of a
single party during the first two decades
of independence is as bad for the centre
as it is unpleasant and provocative to the
states’ [Santhanam, 1972, Pp. 75-76].
Unfortunately, the tendency has contin-
ued unabated.

At the time theconstitution was made,
there was probably sufficient justifica-
tion for including all the subjects that are
included in these lists. Probably, there
were not enough men with ability and
experience in the states to handle some of
these subjects. In the initial years, there
was also a need to establish common
norms, standards, and procedures. The
functions were also limited in their
overall scope and size. Over the years,
these functions have grown enormously.
Fortunately, common norms, standards,
and procedures are now well established
to permit some departure and variation.
Above all, there are now in the States,
men with equal knowledge, ability, and
experience to handle many of these sub-
jects. The continuance of central juris-
diction over these subjects now results
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only in rigidity, delay and waste on the
one hand and neglect and humiliation of
able men in the states on the other.
Agriculture, rural development, health,
and family welfare are a case in point.
Practically the entire establishments in
these subjects at the centre could be
dismantled with little harm.

The tendency towards vague
unhealthy paternalism to which K. San-
thanam refers pre vails not only in the
Union-States relations but also within the
borders of large states. If the Union is
burdened with too much power and
authority, some of the states are burdened
with too large a population and territory.
Broadly speaking, the present non-Hindi
states are organised on linguistic lines no
matter how large. The Hindi states are
mostly a legacy of the past. In conse-
quence, some states are just too big for a
chief minister to manage, howsoever
competenthe might be. A state withabout
10 districts and a population of between
10 and 20 million is a good size to govern.
The size of the state cabinets could and
should be regulated by the constitution.
Such smaller states will be managed
better than the present large ones. The
chief ministers will have fewer problems
of balancing regional interests. Most
importantly, central assistance will reach
the more deserving and needy regions

more directly. A second state’s reorga-
nisation commission should be appointed
to look into the details.

There is much room and need for
devolution of the power of the states to
the panchayati raj institutions at the dis-
trict level to begin with. These institu-
tions have generally failed because
genuine devolution of power has not been
tried. Unfortunately, there is much
resistance both from the political lead-
ership and the bureaucracy in the states
to any attempt at devolution of power and
authority. This has frustrated the will,
initiative, and self-reliance among the
local people and the old habit of looking
at the state capital and Delhi for every
little local problem continues. The situ-
ation is the same as it prevails in the
Centre-State relations.

There are semi-governmental autho-
rities such as the university grants com-
mission which need similar scrutiny. The
commission has been presided over
generally by able chairpersons. But the
task is simply too big. One wonders how
the commission oversees the functioning
of a couple of hundred universities in the
country and why one single body must do
it. Below the commission, there are the
universities managing several hundred
colleges each. In the name of maintaining
uniform standards, we have erected an
enormously centralised apparatus for
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higher education. It grinds slowly and
turns out, year after year, product of
nondescript character in large numbers.

There are the Public Sector Corpo-
rations such as the Life Insurance Cor-
poration which again have grown too big.
Except for the vested interests of the
present incumbents, which include the
management and the union leadership
both, there is no good reason for keeping
them in one unit. There are the national-
ised banks extending themselves across
the country in the name of offering
competitive service involving so much
waste. It may be desirable to reorganise
them on a regional basis. These are only
illustrations of the centralising tenden-
cies which pervade the Indian polity. It is
obvious that each case will have to be
examined on merits. In each case, the
question to ask is: Must it remain cen-
tralised as at present or can some of its
functions, powers, and authority be
decentralised?

Let us remember that the country is
large and diverse but that there is also
enough political, administrative, and
technical talent around. What is needed
is an opportunity for greater participation
of larger numbers in its affairs. Denial of
such opportunity is breeding widespread,
frustration and resentment causing so

much waste of precious human material.
That makes the country not stronger but
weaker.

HEGEMONY OF THE MODEL BUILDERS
AND  SOPHISTICATED STATISTICIANS

The Planning Commission embodies the
central attitude towards governance of
India. Besides, the Planning Commission
itself is dominated by model builders who
have tried to put the whole plan in a
strait-jacket. As mentioned above,
underlying the planning in the public
sector is a formal ‘economic model’
which is expected toensure inter-sectoral
and inter-temporal consistencies. For
those not familiar with the mathematics
of modelling and the statistical or factual
foundations of these models, planning
models are a great mystery and that is
their strength. Like most economic
models, the planning models are also
abstractions of reality. They try to cap-
ture the objectives and efforts needed in
planned development. Their usefulness
lies in helping to understand the complex
economic linkage in alternative policy
decisions and to help planners devise
ways and means to lead the economy in
the desired direction. However, it is well
appreciated that there are many beha-
vioural relations and institutional factors
which are difficult to capture in a
rigorous formal model frame, although
they may be very important to the
country’s development. Therefore, any
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result based on formal modelling should
be used with necessary caution. But a
total absence of any formal model
structure, may, result in inconsistencies
and lopsided priorities in allocating
resources. Indeed, formalised modelling
is found to be an effective disciplining
device in the exercise of choice of policy
makers and users [Gupta, 1989, p. 6].
Indeed, that is its purpose; the plan model
is the device which the Planning Com-
mission has used to enforce ‘discipline’
on the central and state governments,
their ministries, departments, and
undertakings. A brief description of the
model used in the Seventh Plan may be
useful.

ECONOMIC MODELS

Planning in India began with the First
Five Year Plan (1951-56). The planning
models in theFirst and Second Planswere
focussed mainly on the growth potential
determinedby the savings potential of the
economy and incremental capital/output
ratio. They belonged to the Harrod-
Domar and Feldman-Mahalanobis fam-
ily comprising a single sector with no
foreign trade. Hence, their demand and
supply equations were the same. Since
the Third Plan and until the end of the
Fifth Plan, the input-output models
basically belonging to the Leontief group
wereused inorder to ensure inter-sectoral
consistencies between the production
targets. The production targets were

mainly estimated from the demand side
without taking into account the supply
constraints except indirectly, for a few
specific sectors, by the use of material
balances. During the Fourth and the Fifth
Plans the Input-output models were
articulated by making them ‘closed’ first
by endogenizing imports and then con-
sumption in the final demand. The Sixth
Plan tried to integrate the Harrod-Domar
and the input-output approaches in a
demand-supply frame. An investment
planning model developed and integrated
with the input-output system and the
demand-supply balances were checked
over time, not only in the commodity and
services market but also in the markets
dealing with primary inputs like labour
and capital and other important non-
renewable resources [Planning Com-
mission, 1980. p. 1].

In the Seventh Plan, the basic model
remained the same as in the Sixth Plan.
It comprised a ‘core model’ consisting of
(i) a macroeconomic model. (ii) an
input-output model (iii) an investment
model and seven major ‘sub-models’,
namely, agriculture, industry, consump-
tion, poverty, export and import, finan-
cial resources, and demography and
employment. The core model and all the
sub-models have two distinctive parts (i)
the model structure is presented in the
form of a system of equations which
involve a number of parameters and
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which postulate certain inter relation-
ships between all major variables, like
consumption, investment, export,
import, and different policy instruments
of the Government; and (ii) appropriate
estimation procedures to estimate the
various parameters either based on
observed behaviour or technology.

To begin with, estimates are made of
the requirements of the economy (de-
mand) in the light of certain basic
objectives of growth, equity and
self-reliance as recommended by the
National Development Council (NDC).
This is done in the ‘core model’. The
demand is decomposed into four main
groups (i) consumption, both public and
private, (ii) investment again separated
into public and private, (iii) exports, and
(iv) inter mediate goods.

The macro economic model consists
of a number of national income and
expenditure identities and this, in
combination with input-output model,
determines investment in the terminal
year endogenously. Given a target rate of
growth and base year GDP, saving and
consumption decisions of public and
private sectors and certain other exoge-
nous variables, macro-economic model
determines resources available for
investment. A crucial link between the
macro-economic model and the input-
output model is provided by the value of

total imports. Iterative process between
macro-economic model and input-output
model ends when the value of investable
resources in the terminal year converge
to the same value in successive runs.

Investment model is then started.
Investment model derives investment
requirements at broad aggregate sector
levels and converts investment by desti-
nation into that by origin. In case of a
mismatch between available resources
and required resources for investment,
the latter is adjusted by moderating on the
post-terminal rates of growth. At the end
of a run of investment model, investment
by type of assets (construction, machin-
ery and equipment, and changes in stock)
is obtained and this in turn is fed into the
input-output model for a re-run. Iterative
process for the core model concludes
when investment level and its asset
composition remains the same in
successive iterations.

Sub-models are constructed to go into
details of certain phenomena that are
complementary to the core input-output
model. Some of these sub-models are
percussive to the main model, like
demographic projections and assump-
tions of saving behaviour of different
institutions in the economy. Certain other
sub-models are recursive like the
employment. By its very specification,
the core model excludes certain variables
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like land and water, aggregates certain
commodity production activities like in
petrolatum sectors; assumes some vari-
ables as given exogenously, for example
export vector. Sub-models are
constructed to pay attention which is
technically necessary but which is not at
present integrated in the main input-
output model.

The model system runs on the basis
of a set of lagged endogenous variables,
a set of relevant parameters and selected
exogenous variables including the policy
variables. The-basic set of parameters in
the core models are the input-output
coefficient matrix and the capital output
ratios.Besides, thereareotherparameters
relating to different sub-models. They
refer mainly to consumption propensi-
ties/ expenditure elasticities, all demog-
raphy related parameters, functions
relating to costs and use of natural
resources, transport coefficients, etc. The
basicparameters of the input-output (I/O)
table are based on 1973-74 I/O table of
115 sectors prepared by the Central Sta-
tistical Organisation (CSO) duly updated
and revised. Import use coefficients are
estimated by using information obtained
from the CSO regarding destination and
imports and allocations in proportion to
total input use flows among identified
destination sectors. Capital Coefficient
Matrix and ICORs (incremental capital
output ratios) are based on econometric

estimation of the past data on capital
output ratios worked out by the Working
Group constituted for the purpose.
[Planning Commission, 1985, Chapter I,
p. 1.5, duly edited and abridged].

This is an imposing mathematical
structure and its purpose is to ensure
inter-sectoral consistency between pro-
duction targets set by the plan. Without
wanting to derogate, the pursuit of the
mathematical model builders to represent
the economy as a mathematical system,
consisting of a large number of inter-
related equations, we should note the
following: (i) Inevitably, it is a highly
aggregated model. The I/O table, for
1973-74 originally prepared by the CSO
conceived the economy as having 115
sectors, that is, 115 groups of commodi-
ties and services. Later, this was aggre-
gated into only 60 sectors. The CSO has
updated this table and published a
60-sector I/O table for 1978-79 and also
for 1983-84. Presumably, for purposes of
the Seventh Plan, the Planning Com-
mission has, used the last mentioned table
but has further aggregated it into only 50
groups. For instance, one of the 50 sectors
consists of sugarcane (including gur),
groundnut, rubber, coconut, tobacco, and
crops other than paddy (including rice,
milling), wheat (including flour milling),
jawar, bajra, maize, gram, pulses (milled
and unmilled), jute, cotton, tea, and cof-
fee. Another sector consists of edible oils
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(hydrogenated or otherwise), tea and
coffee processing, miscellaneous food
products, beverages, and tobacco prod-
ucts. One more sector consists of heavy
chemicals (organic and inorganic),
paints, varnishes, and lacquers, drugs and
medicines, soaps, cosmetics, glycerine,
and other chemicals (excluding synthetic
fibres and resins). Yet another sector
consists of tractors and other agricultural
implements, industrial machinery,
machine tools, office computing and
accounting machinery and other non-
electrical machinery. With such aggre-
gated sectors, I/O coefficients have little
meaning and inter-sectoral consistency
allows more of wheat compensated by
less of tea; or more of hydrogenated oil
compensated by less of processed tea; or
more of tractors compensated by fewer
machine tools.

Moreover, the data base of the Indian
economy is probably adequate for esti-
mating the Gross Domestic Product but
quite unsatisfactory for estimating I/O
coefficients, capital coefficient or incre-
mental capital/output ratios. Further,
many parameters of the mathematical
models are pure guesswork or political
pronouncements called policy variables.
Finally, with no more than indicative
planning for the private sector, one must
ask what is the meaning of inter-sectoral
consistency which the plan model is
supposed to ensure

Such hegemony of the Model Builders

and Sophisticated Statisticians is not
confined to the Planning Commissions. It
appears even in the Reports of the

Finance Commissions. This is due to
some of the academic members and
consultants, who through their statistical

sophistication, bamboozle the members
of the Finance Commissions into,
accepting their formula to determine the

shares of the states in the divisible pool.
For instance, as mentioned in the pre-

vious chapter, in determining the states’
shares in the divisible pool of the excise,
the Seventh Finance Commission had

used, as one of the four factors, the
percentage of the poor in each state
measured by a method which Prof Raj

Krishna had evolved for the Commission.
There was an elementary error in this
method. The then Director of Economics

and Statistics of the Government of
Maharashtra brought this to my notice

and suggested that I should write on the
subject. In the following is the text of my
paper published in the Economic and

Political Weekly [February, 1979].
Needless to say, no disrespect is intended
to the late Prof Raj Krishna, who was a

close friend of mine and for whom I had
great respect and affection. Fortunately,
he was still alive when the paper was

published.
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BELOW THE POVERTY LINE

In order to determine the shares of the
states in the divisible pool of excise, the
Seventh Finance Commission (1978)
decided to give equal weight to (a) pop-
ulation, (b) inverse of the per capita State
Domestic Product, (c) percentage of the
poor, and (d) a formula of revenue
equalisation. Direct cognizance of the
poor is a particular innovation of the
present Finance Commission. Report-
edly, the Planning Commission also
intends to incorporate it in its formula for
distribution of block plan, assistance to
states. Thus the estimates of the number
of poor which have received so much
academic attention since 1970, have
suddenly become alive and operational.
It is important therefore toexamine a little
carefully how the Finance Commission
estimated the number of poor in different
states. In this matter, the Finance Com-
mission was advised by one of its mem-
bers, Raj Krishna, who is also a member
of thePlanningCommission. The method
evolved by him is given in Appendix IV.
9 of the Debate of the Seventh Finance
Commission’s Report [Pp. 209-221].

Partly because of differences in con-
sumer behaviour and partly because of
differences in the prices of essential
consumer goods and services in different
states, the poverty line, however defined,
differs in different states. Hence, the
starting point of the exercise is the

determination of the state-specific pov-
erty lines. Raj Krishna chooses to deter-
mine them for the year 1960-61 and then
bring them up for 1970-71. Here, we shall
primarily concern ourselves with the
procedures by which Raj Krishna deter-
mines the state-specific poverty lines for
1960-61. Raj Krishna does this in two
steps: (a) choosing an all-India poverty
line; and (b) converting the all-India
poverty line into state-specific poverty
lines for different states. For (a) Raj
Krishna adopts the Dandekar-Rath all-
India norm of Rs 15 per capita per month
for the rural areas and Rs 22.5 per capita
per month for the urban areas at 1960-61
prices. We might note that Dandekar-
Rath arrived at their national norms on an
analysis of the Consumer expenditure
data from the 16th Round of the National
Sample Survey (July 1960- August 1961)
showing that it was at the per capita
monthly consumer expenditure of about
Rs 15 in rural areas and Rs 22.5 in urban
areas that households, on an average,
seemed to have a diet adequate in calo-
ries, namely, 2,250 calories per capita per
day. On the basis of similar data from the
17th Round of the National Sample
Survey (September 1961-July 1962) they
had also indicated that corresponding
levels of per capita monthly consumer
expenditure were different in different
states [Dandekar-Rath, Poverty in India,
Tables 1.5 and 1.6]. A little additional
work on these results of Dandekar-Rath
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could have given Raj Krishna the state-
specific rural and urban poverty lines for
1960-61 which he was seeking. He could
have also applied similar methods to
consumer expenditure data from the later
rounds of the National Survey such as the
25th Round (1970-71), the 26th Round
(1971-72), the 27th Round (1972-73), or
the 28th Round (1973-74) and obtained
directly the state-specific rural and urban
poverty lines for these later years. But,
for reasons which are not clear, Raj
Krishna chose to adopt more round-about
methods. He employed two different
procedures, one for the rural areas and the
other for the urban areas. We shall first
examine his procedure for determining
the state-specific rural poverty lines for
the year 1960-61.

In order to convert the all-India rural
norm of Rs 15 per capita per month at
1960-61 prices, Raj Krishna utilises the
state index of rural consumer prices in
1960-61 prepared by Bardhan [Bardhan,
1974, Pp. 264-80] on the basis of a study
by Chatterjee Bhattacharya [Chatterjee-
Bhattacharya, Sankhya, 1974, Series C,
Vol. 36, Pp. 275-279 and Pp. 337-367].
The latter is astudy in inter-state variation
in consumer prices. It is based on the 18th
Round of the National Sample Survey
(February 1963-January 1964) rural
household consumer expenditure data.
Chatterjee-Bhattacharya utilise these
data both for (i) estimating the average

prices of 56 consumption items in dif-
ferent states, and (ii) for obtaining the
corresponding weighting diagrams, that
is, the commodity composition of the
consumer expenditure in different states,
and then proceed to construct, for each
state, a consumer price Fisher index with
all-India prices taken as base = 100. A
special feature of the Chatterjee Bhatta-
charya study is that they construct the
index numbers for inter-state comparison
of consumer prices not only for the entire
rural population but for its quintiles, that
is 20 per cent sections, when arranged in
an ascending order of per capita con-
sumer expenditure; thus the first quintile
comprises the bottom 20 per cent rural
population in each state. Bardhan in his
‘Study on Incidence of Poverty in Rural
India’ [Bardhan, 1974] uses the
Chatterjee-Bhattacharya indices for the
two bottom quintiles that is the bottom 40
per cent of the rural population in each
state. He averages the two index numbers
for the two bottom quintiles as con-
structed by Chatterjee-Bhattacharya on
the basis of the 18th Round of the NSS
(February 1963-January 1964) and
regards them as valid for 1960-61. Then,
taking ‘Rs 15 at all-India rural prices and
multiplying by the corresponding index
for each state’ Bardhan gets ‘the cast in
each state of the consumption basket
represented by Rs 15 at 1960-61 all-India
prices’. Bardhan raises them by the
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consumer price index numbers for agri-
cultural labour (July 1960-June 1961 as
base) for different states issued by the
Labour Bureau.

Raj Krishna follows Bardhan. He
borrows from Bardhan’s study the ‘costs
of consumption basket represented byRs.
15 at all-India rural consumer prices in
different states in 1960-61’, adopts them
as the state-specific rural poverty lines at
1960-61 prices, and raises them by the
consumer price index numbers of agri-
cultural labour for different states in
1970-71 to obtain the state-specific
poverty lines at 1970-71 prices. The
Chatterjee-Bhattacharya study is a care-
ful piece of work and the authors are
aware of the limitations of the index for
inter-state comparison of consumer
prices. For instance, they observe:
‘Inter-regional comparison such as those
carried out here are of obvious interest,
but there are well-known methodological
problems which can hardly be overcome
with satisfaction [Beckerman, 1966].
Thus, no attempt has been made in the
present study to allow for variation in
consumer preferences arising due to cli-
matic and other environmental factors’
[Chattarjee and Bhattacharya, 1974, para
1.4, p. 338]. Further: ‘The first point to
note....is the appreciable divergence
between Laspeyres and Paasche indices
in a large number of cases....the diver-
gence tends to be wide when the budget

pattern of the state considered is very
different from the over-all pattern in rural
India and fairly small when the state
budget pattern is not so different from the
pattern observed in rural India. Glaring
instances of this effect are visible.. ..This
is, of course, understandable. While we
may quote the Fisher indices for mea-
suring inter-regional price differentials,
the measurement is far from precise when
the two regions have markedly different
household budget patterns’ [Chattarjee
and Bhattacharya, 1974, para 3.2 p. 343].

This indeed is the essence of the index
number problem, namely the inherent
difficulties of making a comparison
between price differentials, whether
temporal or spatial, when the consumer
budget patterns are different. When index
numbers are used for comparison over
time, as is more commonly the case, the
base period is periodically brought for-
ward so that the difference between the
consumption budget patterns in the base
year and the ‘current’ year are not too
large. This is not possible when the index
numbers are used for inter-regional
comparisons. It is neither possible to
reduce the differences in the budget pat-
terns of two regions, when they exist, nor
is it possible to allow for them in the index
number. It is best to recognise, as
Chatterjee-Bhattacharya do, that the
inter-regional comparison by index
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number is not satisfactory when there are
large differences in the consumption
budget patterns of two regions.

Bardhan does not show equal
awareness of these problems. Indeed, he
seems to believe that ‘taking Rs 15 at
all-India rural prices and multiplying by
the corresponding index for each state’
derived from Chatterjee-Bhattacharya
study, he gets ‘the cost in each state of the
consumption basket represented by Rs 15
at 1960-61 all-India rural prices’. Strictly
speaking, the, phrase ‘the cost in each
state of the consumption basket repre-
sented by Rs 15 at 1960-61 all-India rural
prices’ is not meaningful because ‘Rs 15
at 1960-61 all-India rural prices can
represent any number of consumption
baskets many of them widely different in
their commodity composition’. Presum-
ably, what Bardhan means is ‘consump-
tion basket with a commodity
composition as it obtained on an average
in the 40 per cent bottom all-India rural
population in 1963 (Feb 1963-Jan 1964)
and valued at Rs 15 at 1960-61 all-India
rural prices’. Thus interpreted, Bardhan
is not quite right in his belief that what he
has is the cost in each state of such a fixed
consumption basket at 1960-61 rural
prices.Thiswould be true if hc wereusing
Laspeyres index number. With Fisher
index, the consumption basket is not
fixed. It is some kind of an average of the
consumption basket as it obtained at the

all-India average and in the respective
state. The basket of comparison is thus
not the same for all the states. Of course,
it should not be the same. In determining
poverty lines in different states, it is
necessary to make due allowance for the
differences in the consumption baskets in
the different states. The Fisher index and
for that matter any index, cannot do this.
In short, by resorting to this roundabout
method of determining the state-specific
poverty lines, while one may display a
great deal of statistical sophistication,
one does not know what one is in fact
doing.

Chatterjee-Bhattacharya also make a
reference to an earlier study by Rath
(1973, Pp. 337-352) which employed
broadly similar data and similar method
as their own. They make the following
comments: ‘Rath employed NSS 17th
Round (September 1961-August 1962)
budget results including estimates of
average price and per capita consumption
(quantity) of 44 items for the rural areas
of different states [Rath, 1973, Arthavij-
nana, Pp. 337-352]. Laspeyres and
Paasche indices were computed for
comparing the price levels for the general
population in every pair of states. The
indices with different states as base were
then averaged to get an overall picture...
There are striking differences between
these results of Rath and those obtained
in the present study, although the two
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studies utilised data from two consecu-
tive rounds of the NSS’ [Chatterjee and
Bhattacharya, 1974, para 6.3, p. 366].

It seems that, in the judgment of
Chatterjee-Bhattacharya, the following
circumstance was responsible for the
differences in the results of Rath and their
own results. They say: ‘A crucial step
taken by Rath was the treatment of each
of the following groups of commodities
as single items: (i) cereals and products,
(ii) pulses and products, (iii) vegetable
oilsand vanaspati, (iv) meat, fish and egg,
and (v) tea and coffee. (The number of
items representing these groups in our
calculations are, respectively, 8.5,5,5,
and 3). Rath took this step primarily
because some of the constituent items did
not feature at all in the family budget of
a number of states, so that all the 44 prices
were not available for every state. To our
mind, this problem is not as serious as
made out by Rath; and our method of
substitution was not applied too fre-
quently to overcome this problem. On the
whole, Rath seems to have exaggerated
the relative price levels in the rice and
wheat-consuming states and understated
the relative levels of average PCE (per
capita consumer expenditure) in real
terms in these states. His picture of
regional variation in the ‘poverty line’
also seems to be exaggerated’ [Chatterjee
and Bhattacharya, 1974].

It is not the intention here to go into a
detailed enquiry into the differences
between the results of Rath and
Chatterjee-Bhattacharya. The important
point to note is that competent analysts,
such as Chatterjee-Bhattacharya and
Rath, working on comparable sets of data
and with methods basically not dissimilar
and, in any case, methods which prima
facie appear reasonable and which can be
justified on one or the other analytical
ground, come out with results with
strikingly large differences. Evidently,
the method is susceptible to minor
changes in the choice of commodities,
their groupings or substitutions.

We might make one final comment.
Having obtained the state-specific pov-
erty lines at 1960-61 prices, in order to
bring them up to 1970-71 prices, Raj
Krishna, following Bardhan, raises them
by the consumer price index of agricul-
tural labour issued by the Labour Bureau.
We might note that, though this index has
1960-61 as base, its weighting diagram is
derived from the family budget data of
the Second Agricultural Labour Enquiry
(August 1956 - August 1957).

To sum up, in spite of the impressive
statistical sophistication borrowed from
Burdhan, the state-specific rural poverty
lines derived by Raj Krishna are devoid
of any clear meaning and moreover are
susceptible to minor changes in the
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method so that one could produce quite
different results by adopting methods
which are only slightly different and are
equally justifiable. One wonders why he
adopted this procedure when, following
Dandekar-Rath, he could have derived
the state-specific poverty lines for
1970-71 or even for a later year such as
1972-73 or 1973-74 directly from the
corresponding data from the National
Sample Survey. But all this is excusable,
or even permissible, when we compare it

with the procedure Raj Krishna resorts to
for determining the state specific urban
poverty lines. Chatterjee- Bhattacharya
did not extend their study of interstate
price differentials to urban consumer
prices and hence Bardhan did not extend
his study of the Incidence of Poverty to
urban India. Con sequently, when it came
to determining the state-specific urban
poverty lines, Raj Krishna had to rely on
his own resources which, as the results
show, proved inadequate.

Table A

State Consumer Price Index for State-Relative Urban State-Specific Poverty
Working Classes Price Index with All Line 1960-61 Urban

(1960-61 = 100) Average India Average = 100
for 1961-63

(1) (2) (3) (4)

Madhya Pradesh 110.45 103.22 23.22

Maharashtra 103.62 96.84 21.79

All-India 107.00 100.00 22.50

Raj Krishna notes: ‘For converting
the urban all-India norm, no state-relative
price index is available’. Hence, he pro-
ceeds to utilise ‘the three year (1961-63)
average of the working class consumer
price index’. The data given in Table A
illustrate the procedure. The implicit
argument runs as follows: The Consumer
Price Index for working classes shows
that while the average all-India urban
price level in 1961-63 was 107.00 per
cent of 1960, the same in Maharashtra
was 103.62 per cent and in Madhya

Pradesh 110.45 per cent (col. 2). Hence,
in 1961-63, the urban consumer prices in
Maharashtrawere 3.16 percent below the
all-India prices and in Madhya Pradesh
theywere 3.22 per cent above the all India
prices (col. 3). Now, Bardhan had treated
results based on the 18th Round of the
National Sample Survey (Feb. 1963 - Jan.
1964) valid for 1960-61. Hence, the
above results may certainly be regarded
valid for the period 1961-63. It follows
that, following Dandekar-Rath, if we
place the all-India urban poverty line at
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Rs 22.5 in 1960-61 urban prices, the cost
of the same consumer basket and hence
the urban poverty line would be Rs 21.79
(3.16 per cent below the all-India norm)
in Maharashtra and Rs 23.22 (3.22 per
cent above the all-India norm) in Madhya
Pradesh (col. 4).

Clearly, the second step in the above
argument, leading from column (2) to
column (3) is a bad slip. What we have
in column (2) is a comparison over time
of urban consumer prices in each state
and all-India average of 196 1-63 com-
pared with average of 1960-61 in each
state and all-India. Raj Krishna slips into
believing that it also gives an inter-state
comparison of urban consumer prices in
1961-63. In the next half-step, when he
regards this inter-state comparison also
valid for 1960-61, a moment’s reflection
would have suggested to him another
equally valid procedure leading to quite
another yet equally valid result; he could
as well have made such an inter-state
comparison of urban consumer prices in
1960-61 directly on the basis of the
consumer price index in that year and
come to the conclusion that the urban
consumer prices in 1960-61 were the
same in all the states. How? Because the
consumer price index in that year was the
same = 100 in all the states! Raj Krishna
does not see that, this indeed is the
implication of his second step.

If it were merely one of Raj Krishna’s
academic writings in which the error had
entered, we would leave the matter there.
Unfortunately, the matter is a little more
serious. The error has entered the Report
of the Finance Commission and report-
edly may enter the plan allocation to
states being made by the Planning
Commission involving crores of rupees.
Wehope Raj Krishna will take immediate
steps to rectify the error.

There is a larger question involved:
how much academic sophistication to
permit in operative decisions, of gov-
ernment. On closer examination, it is
found that most often neither the
underlying concept such as poverty nor
thedata such as comingfrom the National
Sample Survey can bear much of the
academic sophistication in which aca-
demicians often indulge. Nevertheless,
such sophistication is legitimate in
academic exercises which in their nature
are exploratory. But it is clearly danger-
ous when academicians enter the field of
operative decision-making without
realising the exploratory and speculative
character of much of their past academic
work on which their present reputation
often rests. With increasing computer
facility, the danger today is real. In the
particular case, we should be grateful that
the exercise was simple and the error
could be easily seen. But suppose Raj
Krishna had erected a simulation model
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of the Indian economy, which he is
undoubtedly capable of, with v variables,
p parameters, s sectors, 1 linear and m
non-linear constraints, interfaced with an
independent technological-choice model
subject to certain environmental optima,
dynamised to oscillate stochastically
between a finite and an infinite horizon
and, with inputs from the National
Sample Survey and other relevant
sources, had fed it into the computer that
now rests in the Planning Commission,
wewould have been all awed by its output
and surrendered to its decisions on dis-
tribution of the divisible pool of the
excise and the block plan assistance to the
states. If academicians are not to lose
some of their reputation in the Finance
Commission and the rest in the Planning
Commission, they must wake up to this
danger.

Another instance is available in the
report of the Ninth Finance Commission.
In the Presidential order appointing the
Ninth Finance Commission, the Com-
mission was specifically directed that, in
making its recommendations, ‘the
Commission shall adopt a normative
approach in assessing the receipts and
expenditure on the revenue account of the
States and the Centre and, in doing so,
keep in view the special problems of each
state, if any, and special requirements of
the Centre for defence, security, debt

servicing and other committed expendi-
ture or liabilities’ [Ninth Finance Com-
mission, First Report, 1988, para 4(i): 1].

The Normative Approach

The justification or need of a norma-
tive approach to assess the revenue
receipts and expenditure of states is
succinctly described by Justice A.S.
Qureshi, who was a member of the
Commission, in his Note of Dissent and
General Observations:

At the outset, I must make it clear
that the Presidential Order requiring
this Commission to adopt a norma-
tive approach in assessing the
receipts and expenditure on the
revenue account of the states and the
Centre is a step in the right direction.
It is indeed the need of the hour. The
Centre, as well as the states, have
been indulging in uncontrolled
profligacy and are living beyond
their respective means for quite
sometime. Their performance on the
revenue and the expenditure fronts is
dismal. Neither the Centre nor the
states practise any kind of financial
discipline. In these circumstances, it
is necessary that their performance
should be judged on the basis of what
it reasonably ought to be and pot on
the basis of what it actually is. In the
prevailing conditions, pertaining to
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public finance, it is an imperative
need to adopt the normative
approach for both the Centre and the
states. Anyone who has conceived
this notion of normative approach
has done a great service to the
country in the prevailing financial
chaos Neither the Centre nor the
states wanted the normative
approach to be applied by the
Finance Com mission all of a sud-
den. They wanted this Commission
to apply the normative approach
gradually giving them chance to
adapt them selves to the normative
standards. In the circumstances, and
on practical grounds, this Commis-
sion felt that the request was rea-
sonable. We, therefore, decided to
apply the normative approach
gradually to enable the Centre and
the states to trim their fiscal sails
according to the needs of normative
standards. In Our First Report, we
had applied normative standards to
the states somewhat rigorously.
Consequently, some states, espe-
cially the special category states
suffered heavily. We have reversed
our policyon this point andnow have
watered down normative standards
considerably in our Second Report.
Although the normative approach is
in itself a very beneficial thing, there
is a practical difficulty in its appli-
cation. Normative standards can be

applied to states easily and
effectively, but they cannot be
applied to the Centre with the same
rigour. It is difficult to set normative
standard to certain items, such as,
defence expenditure, debts, etc. It
would, therefore, always be the
grouse of the states that the norma-
tive approach is applied only to the
states and not to the Centre. Such an
objection is justified in the prevail-
ing situation. However, ways and
meanshave tobe devised to laydown
normative standards for the Centre
also. [Ninth Finance Commission
Second Report, 1989, para 6.1, p.
54].

Normative Assessment of the Revenue
Receipts

Normative assessment of the revenue
receipts involves the estimation of reve-
nue capacity, which in turn requires the
estimation of taxable and non-tax
revenue capacities. While the non-tax
revenue capacity was assessed norma-
tively even in the past, tax revenues were
generally assessed by the previous
Commissions on the basis of historical
trendsor some assumedgrowth rates over
the base year. In this process, the levels
of relative under-taxation and over-
taxation by the different states was not
taken into account.
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There are two main approaches to
estimating the relative taxable capacities
of the states. The ‘Representative Tax
System’ (RTS) approach estimates the
taxable capacity by applying a ‘standard
tax system’ to the tax bases in the dif-
ferent states. The standard (or repre-
sentative) tax system is built up by
working out the average effective tax
rates which are ratios of the sums of the
actual revenue from the different taxes
levied by the states to the sums of their
respective estimated bases. By aggre-
gating the capacities in respect of indi-
vidual taxes levied by a state, the total
taxable capacity of that state is derived.
However, estimating taxable capacities
on the basis of RTS requires compilation
of voluminous data on tax bases and their
proxies. Hence, the Commission
entrusted this study to the National
Institute of Public Finance and Policy
(NIPFP). But, because of the complexity
in the tax systems prevailing in different
states and the non-availability of data on
tax bases at the required level of disag-
gregation, the NIPFP was obliged to give
up the exercise in RTS.

An alternative method of estimating
taxable capacity is the regression
approach (RA). Given that differences in
tax revenues among the states are attrib-
utable to differences in factors affecting
taxable capacity on the one hand, and
differences in tax effort on the other,

taxable capacity is estimated by
regressing per capita tax revenues or
tax/SDP ratios of different States on
taxable capacity variables. By substitut-
ing the actual values of the capacity
variables in the equation, the estimate of
taxable capacity is obtained. The Com-
mission estimated taxable capacity for 14
major states by using the regression
approach with some modifications.

A major problem with this approach
is that variation in tax revenue on account
of tax effort factors cannot be separated
from the variance due to random errors.
To overcome this problem, the cross-
section observations were pooled with
time series from 1980-81 to 1984-85, and
endogenized the effort factors by speci-
fying dummy variables for each of the
states. In order to standardise the dummy
variables specified for the states, their
coefficients were restricted to sum up to
unity. The shifts in the tax function over
time were quantified by specifying time
dummy variables.

The states, being at different levels of
development, are not all structurally
homogeneous. Hence, the 14 major states
were grouped into three categories,
namely, high income, middle income,
and low income, on the basis of their
average per capita SDP during the three
years 1982-83 to 1984-85. After exper-
imenting with a number of taxable
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capacity variables, the following
variables were finally included in the
regression equations: the per capita SDP,
the proportion of non-primary sectoral
SDP to total SDP and the Lorenz Ratios
of consumer expenditure distribution,
computed on the basis of NSS consumer
expenditure data for the 32nd Round
(1977-78) and 38th Round (1983-84),
interpolated for the relevant years in the
equations. Of the various specifications,
the log-linear form provided the best fit
for all the three categories of the states.
Also, the regression coefficients had the
expected signs, and there was no signif-
icant serial correlation. Therefore, the
normative projections of tax revenues
were based on these equations.

By substituting the actual values of
the explanatory variables for the year
1984-85 and the average values of the
states’ dummies (I/n), where n is the total
number of states in the group, an estimate
of taxable capacity was derived for the
year 1984-85. Taking this as the base,
projections were made for 1989-90. For
this purpose. the growth rate of tax rev-
enues for each of the states was derived
by multiplying the income elasticity of
tax revenues computed for the relevant
group of states with the rate of growth of
SDP in the state concerned. Elasticities
estimated for the period from 1974-75 to
1984-85 were 1.10 for high income and
middle income states and 0.92 for the low

income states. For the period 1990-95,
state tax revenues were normatively
projected to growat 11.5 per cent keeping
in view the targeted SDP growth rate of
6 per cent and allowing for a price rise of
5 per cent per annum. The rate of increase
in the yield of different taxes was, derived
from the above projection of aggregate
tax revenues, using as a base their
respective growth rates in the past which
were pro rata adjusted.

Normative Assessment of the Revenue
Expenditure

The principles of estimating non-plan
and plan expenditure have to be different.
The normative assessment was confined
to non-plan expenditure only. The non-
plan expenditure again has to be distin-
guished into two categories, namely,
developmental and non-developmental.
Expenditure needs under administrative
services are to be assessed on the basis of
justifiable costs of providing the average
standards of these services. Expenditure
on social and economic services are to be
determined on the basis of the justifiable
costs of provision of the-physical stan-
dards of services already attained in the
states; probably what is meant is
provision of the physical standards of
services already attained in the respective
states: otherwise, it is difficult to see the
distinction being made between the two
categories of services.
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For the purpose of assessment, the
non-plan revenue expenditures are fur-
ther classified into three categories: (i)
regular and recurring items of revenue
expenditure in which interdependence
between capital and revenue expenditure
is weak; these form a substantial pro-
portion of the total expenditure; (ii) items
of revenue expenditure which depend
primarily upon the existing stock, phys-
ical and financial; (iii) items of expen-
diture which cannot be assessed on the
basis of statistical analysis or engineering
norms but have to be reckoned on actual
basis or broad judgment. Hence, norma-
tive expenditure can be determined on the
basis of cost functions only for the first
category. This is what was done.

There is a short section, titled Con-
ceptual issues, explaining the basis of the
cost functions. It uses some mathematical
notation which we shall try to deliver in
simple prose. Total expenditure on given
services in a state, is the number of units
of services provided, multiplied by the
unit cost of the services. The unit cost
depends on many factors which may be
classified into two categories: (i) those
within the control and (ii) those beyond
the control of the state government. Then,
the normative expenditure on general
services in a state is defined as all states’
average standard of the service multiplied
by (all states’ average cost within the
control of the states plus unit cost beyond

the control of the particular state). On the
other hand, the normative expenditure on
social and economic services in a state is
defined as the particular state’s standard
of the service multiplied by (all states’
average cost within the control of the
states plus unit cost beyond the control of
theparticular state).We suspect that there
are some printing errors in the notation
used in the original text. However, we
hope that the above account is reasonably
correct.

For fear that this might be all too clear
to the Finance Commission, the follow-
ing was added: ‘However, ... the mea-
surement of quantity of public services
has to he through the reckoning of inputs
required for their provision. Similarly,
the several cost factors have to be rep-
resented by various proxies’ [Second
Report, 1989, Appendix 5, para B.5.7, p.
113]; consequently, the normative
expenditure on social and economic
services in different states depends upon
a stochastic relation involving vectors of
proxies of units or quantities of services
provided, unit costs within and beyond
the control of the state governments. For
the uninitiated, we may add that, all that
it means is that all the proxies are liable
to random errors.

We have extracted the above in a
summary form from the First and Second
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Reports of the Ninth Finance Commis-
sion and we hope that our summary is
sufficiently accurate. However, those
with greater interest should refer to
Appendix 5 of the Second Report of the
Commission.

Evidently, a majority of the members
of the Commission were not quite satis-
fied with the estimates arrived at by the
normative approach and hence estimates
were got worked out through an alterna-
tive method and compared with the nor-
mative estimates. As there was
divergence between the two estimates,
‘moderation’ was carried out in the nor-
mative estimates to bring them closer to
the alternative estimates. But, one
member, Justice A.S. Qureshi thought it
necessary to register his objections in a
minute of dissent. As already mentioned,
he showed appreciation of the normative
approach and gave good reasons for the
same. But, he had an objection ‘to the
results arrived at by adopting the nor-
mative approach in assessing the receipts
and expenditures on the revenue account
of the states and the Centre’

6.3 I have an objection to the results
arrived at by adopting the normative
approach in assessing the receipts
and expenditure on the revenue
account of the states and the Centre.
It is on the ground that they have
been worked out on the basis of

econometric models relying on
proxies, dummies, variables, etc., in
the absence of accurate or reliable
data. Moreover, certain consider-
ations have been built in to arrive at
the desired results. I am really
doubtful about the efficacy of such a
mechanical approach towards nor-
mative assessment of receipts and
expenditures of states in such a vast
country with widely varying social
and economic conditions and his-
torical background. After all, life is
not all law or logic. It is not
susceptible to algebraic equations,
econometric models, or any other
theoretical formula. Life is full of
contradictions, conflicts and com-
pulsions. Hence, things have to be
seen realistically and not
theoretically. Though efforts have
been made to impart some realism to
theeconometricnormativeestimates
by ‘moderating’ them considerably
with reference to the figures arrived
at by the alternative traditional
method, this, in my view, is not a
very happy state of affairs.

6.4 Relying on the normative
approach, as a means of assessment
of receipts and expenditures of
states, the Commission did not call
upon the states to furnish their
forecasts, as was done in the past,
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until nearly the end of the Commis-
sion’s work. The forecasts when
received were not in proper form.
The dialogue thereon with some of
the state representatives at that late
stage was a mere formality. This was
quite wrong in my opinion. A proper
forecast and detailed discussions
with the state representatives could
have provided a lot of information
useful for the formulation of realistic
estimates for the sake of comparison
with the normative assessment.

6.5 The normative estimates derived
from theeconometric models remain
more or less a mystery. How these
have been formulated, what factors
have gone into them, what weights
have been assigned to various fac-
tors, and what are the disabilities
taken into account and provided for
in the case of different states, are not
known. On my enquiry, I was told
that there were too many details
involved in the process and it was
difficult to explain or check them. I
was also told that only some kind of
random sample check could be done.
As it was now too late to check them,
or work out the estimates through an
alternative method, I had no choice
but to accept the estimates as arrived
at through the so-called econometric
models.However, I am doingso with
considerable mental reservations.

Even my other esteemed colleagues
do not appear to have been satisfied
with these estimates arrived at
through the econometric models.
That is why the estimates were got
worked out through an alternative
method and compared with the nor-
mative estimates. As there was
divergence between the two
estimates, ‘moderation’ was carried
out in the estimates derived from the
econometric models to bring them
closer to the alternative estimates.

6.6 Let me in the end repeat that I am
all for normative approach in
assessing the revenue receipts and
expenditures of the Centre and the
states. What I am really doubtful is
about the reliability of the data used
and the mechanical manner in which
the normative assessment has been
done. In such a vast country as ours,
with widely varying social and eco-
nomic conditions and historical
background, no theoretical model
would work. Hence, things have to
be seen realistically. The ‘modera-
tion’ done in the normativeestimates
to impart some realism is not a very
satisfactory solution. I wish that
more thorough study of the subject
hadbeen done and morebroad-based
and accurate data/information col-
lected before this approach wits put
to practical application. It would
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have been immensely useful if the
state governments and the subject
specialists had been more actively
involved in evolving normative
approach towards different items of
receipts and expenditures. [Ninth
Finance Commission, Second
Report, 1989, Pp: 54-55].

Evidently, there have been second
thoughts. The Presidential order
appointing the Tenth Finance Commis-
sion does not direct the Commission to
adopt a normative approach in assessing
the receipts and expenditure on the rev-
enue account of the states and the Centre.
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GROSS  DOMESTIC  PRODUCT  AND  REGIONAL
DISPARITIES IN DEVELOPMENT IN INDIA* 

V.M. Dandekar

TheGross DomesticProduction (GDP) of India,at 1980-8 1prices, increased
atanaverage annual rate of3.79 per cent over the 42 years, from 1950-51 to1991-92.
Per capita GDP increased at 1.62 per cent a year, i.e., it doubled in 40 years.
Sector-wise, the lowest annual growth rate was in agriculture. The regional dis-
parities widened. The four states, Bihar, Orissa, Madhay Pradesh and Uttar Pra-
desh, were the poorest in 1960-61; they stayed the poorest in 1990-91 along with a
lowering of their relative position and a widening of the disparities. The Directive
Principles of State Policies make a feeble, if at all, reference to reducing the income
disparity between the States. The Finance Commissions have been given the task of
devolution of specific central tax revenues to states and providing grants-in-aid to
such states as are in need of assistance. The First Finance Commission interpreted
this last taskas helping laggingstates inequalising standardsofbasic social services.
It’s recommendations started well in this direction. But the creation of the Planning
Commission led to lack of clarity in regard to their respective functions, finally
resulting in the commissions, the Fourth Finance Commission onwards, giving up
this approach and confirming themselves to pro vision for improving administration.
A review of the recommendations of the succeeding finance commissions, as well as
the assistance to the states by the planning commission in succeeding plans, based
largely on the Gadgil formula, shows a steadily rising devolution of central tax
resources to states, largely in a progressive manner. The transfer from the centre
to the states as a percentage of the state’s own tax revenue increased from 15.45
per cent in 1950-51 to 66.18 per cent in 1991-92. Neverthless, the disparity between
the states is widening, mainly because the transfers have not been specific for specific
items in which a state is lagging. The states would agree to such a scheme of transfer
if the trasnfering and over-seeing body is not the central government but a body
constituted by the Interstate Council. With this provision, the role of the Planning
Commission has to undergo a change, the Finance and the Planning Commissions
should be merged and the nature of plan formulation must also change. The last
part of the paper summarises the approach developed for the devolution of funds
for gradually equalising basic social services in different parts of a state, in order
to draw a lesson for the specific purpose devolution of central fund to states.

V.M. Dandekar was Hon. Fellow and President of Indian School of Political Economy.
* Late Professor V.M. Dandekar was engaged in editing and to a certain extent updating his writings for publication when

he died at the end of July 1995. A large part of his writings, thus completed, have been published in two volumes by Sage
Publications, New Delhi. He had nearly completed only three chapters of the third and final volume when he died. One of
these chapters was published in the July-September 1999 issue of this Journal. The present article is based on a part of the
second and the whole of the third chapter prepared by him, and is published here in view of its current relevance. - Editor.
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SECTION I.
GROSS DOMESTIC PRODUCT

It may be useful for the uninitiated if
we clarify certain definitions in the field
of National Accounts Statistics. The most
commonly used term is National Income.
But because of the identity between
National Income and National Product,
and because a large part of the National
Income is based on the estimates of
production, it is now common to use the
term National Product rather than
National Income. Then there is the dis-
tinction between National and Domestic.
Domestic Product is the production done
within the geographical boundaries of a
country. National Product (Income) is the
incomeof thecitizens of the country. This
is estimated by adding to the Domestic
Product the incomes of factors (mainly
capital and labour) owned by nationals
but employed abroad and deducting
incomes of factors owned by foreigners
but employed in the domestic economy.
Next is the distinction between Gross and
Net. In the process of production, a cer-
tain quantum of physical capital, plant,
equipment, machinery. etc., is used and
it depreciates in use for which some
allowance has to be made. If from the
Gross National (Domestic) Product, we
deduct such depreciation we get Net
National (Domestic) Product. But,
because of the large subjective element

entering into the allowance for depreci-
ation, the use of Gross rather than the
National (Domestic) Product is often
preferred. Finally, there is the distinction
between Gross/Net National (Domestic)
Product at market prices and at factor
cost. National (Domestic) Product is that
product which comes to the market and
is valued at market prices. An important
exception is the output of agriculture, the
bulk of which is consumed at home and
hence does not appear on the market. But
the market prices are affected by indirect
taxes which government levies on vari-
ous products and by subsidies which
government pays to certain products.
These are entirely exogenous to the pro-
cesses of production though they may
affect output of some commodities. But,
valuing a given output at market prices,
which are more directly affected by
indirect taxes and subsidies, does not
seem appropriate. Hence, indirect taxes
(net of subsidies) are deducted from the
National (Domestic) Product valued at
market prices. The result is what is called
Gross/Net National (Domestic) Product
at factor cost. In the following article we
shall be using Gross Domestic Product
(GDP) at factor cost as a measure of
aggregate output produced in a given
year, though to avoid repetition, we may
not use the qualification ‘at factor cost’.
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GDP as a Measure of Value Added in
Production

More particularly, GDP is a measure
of aggregate production, or rather of
productive activity in an economy. It is
an unduplicated total of the output of
productive activity. The output of every
productive activity uses up some output
of some other productive activity. For
instance, a producer of ready-made
clothing uses cloth which is the output of
weaving; which, in turn, uses yarn which
is the output of spinning; which, again in
turn, uses cotton which, in turn, is the
output of ginning; which, in turn, uses
cotton which is the output of agriculture.
Cultivation of cotton also uses materials
such as irrigation water, power, fertilizers
and insecticides, etc. But, to cut the story
short, let us suppose that cotton is grown
in a very primitive manner using nothing
but land and the labour of the cultivator.
Now, to obtain an aggregate measure of
the output of all these activities, if we add
the value of ready-made clothing, value
of cloth, value of yarn, value of ginned
cotton, and value of cotton, obviously we
shall be counting the value of cotton five
times, value of ginned cotton four times,
value of yarn three times, value of cloth
two times, and value of ready-made
clothing once. To avoid such a duplica-
tion, what we have to do is to deduct from
the value of output of any activity, the
value of outputs of other activities which

are used as inputs in the particular
activity. Thus, an unduplicated total of
the output of the chain of activities
mentioned above, is the sum of the value
added at each stage, namely, the value of
(ready-made clothing - cloth) + (cloth -
yarn) + (yarn - ginned cotton) + (ginned
cotton - cotton) + cotton. Thus viewed,
the essence of an activity is to use, as
inputs; materials (goods and services)
which are the outputs of other activities
and produce an output of which the value
is greater than We value of inputs used.
In other words, each activity adds value
to the inputs used and the GDP is the sum
total of such value added.

When from the final output are
deducted all materials (goods and ser-
vices) used as inputs, what is left behind
is the value added by applying labour to
natural resources represented by ‘land’.
It will be noticed that among the inputs
are included not only material goods but
also services. The distinction between
labour and services is rather fine. For
instance, activities of doctors, lawyers,
teachers, administrators, etc., are called
services while those of cultivators, fac-
tory workers, etc., are called labour. We
shall not go into the basis of this
distinction.

Thus, GDP is the sum total of value
added by all activities in the economy and
this is basically attributable to land and
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labour. These are the basic factors of
production. However, realizing that the
use of capital, along with land and labour,
increases the value added by the latter,
capital is also considered a factor of
production. Labour is paid wages when
it is employed on contractual terms. For
the self-employed, wages have to be
imputed. If the enterprise (activity) does
not own any land, it may lease in for a
given rent. Thus, leased in land is
rewarded by contractual rent. For any
land owned by the enterprise rent has to
be imputed. Similarly, if an enterprise
does not have sufficient capital, it can
either borrow, or introduce its own.
Capital is borrowed at a fixed rate of
return called the interest. Capital without
a guaranteed rate of return is called the
‘equity’ capital; returns to it are uncertain
depending upon whether the enterprise
adds value more than the actual or
imputed wages and rent, and interest on
borrowed capital; they may be positive
(profit) or negative (loss). Those who are
willing to take the risk of this uncertainty,
are called entrepreneurs. They may con-
tribute any of the factors of production,
namely, land, labour, and capital or none
at all. If they do not contribute any of the
factors of production, they are pure
entrepreneurs; their expertise lies in
bringing, the several factors of produc-
tion together, run the enterprise, and take
the risk of making a profit or a loss. To
sum up, GDP, net of capital depreciation,

in other words, the NDP, at factor cost,
gets split up into factor incomes, namely,
rent of land, wages of labour, interest on
capital, and profits/loss of entrepreneur-
ship.

The essence of material development,
as normally understood, is the growth of
the GDP. To judge the growth over the
past four decades in India, we give in
Table 1, the GDP at current prices (col.
2) whereby ‘current’ is meant prices
current in the given year (col. 1).

In the last two rows are given the
results of fitting a log-linear regression of
the GDP on the several years. The last but
one row gives the annual (compound) per
cent growth rate. The last row gives the
R2 being a measure of how good the
regression fit is. The large values of R2

are not surprising, considering that the
regression is fitted over a long period of
over40 years when theGDP was growing
at whatever rate it was. Hence, the large
value of R2 should not be taken to mean
that the growth rate has been constant
over the period. But, it does mean that the
changes in the growth rate were small and
the average growth rate is a good indi-
catorof the long period trend. Our interest
lies in the long-term trend over the last
four decades and not in the fluctuations
or even changes in different sub-periods.
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To sum up, the GDP increased at an
average annual rate of 10.32 per cent.
Normally, this would be considered a
more than satisfactory rate of growth if it
were real. Unfortunately, it is not so. The
average annual rate of 10.32 per cent is
at current prices which means in terms of
prices prevailing in each year. As
everyone knows, the prices have been
increasing over the years and, therefore,
the above mentioned annual rate of
growth of 10.32 per cent has in it a
component of increase in prices. To
remove this component, the GDP each
year is also computed at what are called
‘constant’ prices, namely, at prices as
they were in a given year which in the
present case is 1980-81. This is given in
col. 3 of Table 1. The wholesale price
index with 1981-82 as base is given in
col. 4. It will be seen that the GDP at
1980-81 prices shows a much smaller
average annual rate of growth, namely,
only 3.79 per cent. The difference
between the growth rates at current and
constant prices obtained by dividing the
former by the latter, namely,
(1.1032/1.0379 = 1.062953), indicates
that over the period, the prices should
have increased at an average rate of 6.30
percent. In fact, the wholesaleprice index
(1981-82 = 100) increased at an annual
average rate of 7.01 per cent. Based as it

is only on the average rates of growth, the
agreement is close enough. The small
difference could be due to the possibility
that all the constituents of the GDP did
not grow at the same annual average rate
and the relevant prices also did not
increase at the same annual average rate.

Over the past four decades, just as the
prices have increased, the population has
also risen as shown in col. 5 of Table 1.
In fact, the population has increased at an
average annual growth rate of 2.17 per
cent. In a labour-shortage economy, an
increase in population may be an
advantage because it supplies the much
needed additional labour. But, in a
labour-surplus economy, such as in the
Indian economy, an increase in popula-
tion can prove a great disadvantage and
may retard the rate of growth of the GDP.
Hence, as a measure of the well-being of
the people and of the prospects of
development of the economy, we should
consider the GDP per capita (person) and
find the rate of growth in the per capita
GDP as is done in col. 6 of Table 1. It
shows that, over the past four decades,
the per capita GDP has grown at an
average annual rate of 1.62 per cent. To
judge how unsatisfactory it has been, we
may compare it with a monthly salary of
Rs 1,000 with an annual increment of Rs
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Table 1. Gross Domestic Product at Current and Constant Prices and Per Capita

Year GDP at Current GDP at Constant Wholesale Price Population Per Capita GOP
Prices 1980-81 Prices Index (million) at Constant

(Rs crore) (Rs crore) 1981-82=100 Prices (Rs)

(1) (2) (3) (4) (5) (6)

1950-51 8,979 42,871 17.71 359 119.42

1951-52 9,480 43,872 16.87 365 20.20

1952-53 9,349 45,117 16.03 372 121.28

1953-54 10,180 47,863 14.19 379 126.29

1954-55 9,563 49,895 14.65 386 129.26

1955-56 9,717 51,173 16.68 393 130.21

1956-57 11,600 54,086 17.17 401 134.88

1957-58 11,859 53,432 17.88 409 130.64

1958-59 13,266 57,487 18.55 418 137.53

1959-60 13,934 58,745 19.78 426 137.90

1960-61 15,254 62,904 19.82 434 144.94

1961-62 16,097 64,856 20.55 444 146.07

1962-63 17,212 66,228 21.82 454 145.88

1963-64 19,671 69,581 24.22 464 149.96

1964-65 22,981 74,858 26.06 474 157.93

1965-66 24,063 72,122 29.68 485 148.71

1966-67 27,389 72,856 33.13 495 147.18

1967-68 32,187 78,785 32.75 506 155.70

1968-69 33,943 80,841 33.98 518 156.06

1969-70 37,328 86,109 35.86 529 162.78

1970-71 39,708 90,426 38.02 541 167.15

1971-72 42,248 91,339 41.83 554 164.87

1972-73 46,473 91,048 50.29 567 160.58

1973-74 56,954 95,192 62.96 580 164.12

1974-75 67,039 96,297 62.28 593 162.39

(Contd.)
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Table 1. (concld.)

Year GDP at Current GDP at Constant Wholesale Price Population Per Capita GOP
Prices 1980-81 Prices Index (million) at Constant

(Rs crore) (Rs crore) 1981-82=100 Prices (Rs)

(1) (2) (3) (4) (5) (6)

1975-76 71,201 1,04,968 63.58 607 172.93

1976-77 76,536 1,06,280 66.89 620 171.42

1977-78 87,353 1,14,219 66.89 634 180.16

1978-79 93,880 1,20,504 78.34 648 185.96

1979-80 1,02,442 1,14,236 92.63 664 172.04

1980-81 1,22,427 1,22,427 101.27 679 180.30

1981-82 1,42,876 1,29,600 100.00 694 186.74

1982-83 1,58,851 1,33,469 112.90 709 188.25

1983-84 1,85,991 1,44,310 120.10 724 199.32

1984-85 2,07,869 1,49,966 125.40 739 202.93

1985-86 2,33,799 1,56,566 132.70 755 207.37

1986-87 2,60,030 1,63,271 143.60 771 211.77

1987-88 2,94,408 1,70,322 154.30 788 216.14

1988-89 3,52,703 1,88,943 165.70 805 234.71

1989-90 4,08,661 2,01,453 182.70 822 245.08

1990-91 4,75,604 2,11,260 207.80 839 251.80

1991-92 5,51,552 2,13,590 228.70 856 249.52

Annual 10.32 3.79 7.01 2.17 1.62

Growth Rate

(per cent)

R2 0.9844 0.9916 0.9767 0.9995 0.9544

Source: CSO, National Accounts Statistics, (various issues) except Wholesale Price Index. The latter taken from the RBI
Report on Currency and Finance (various issues). Over the years, the base year of the Index has changed. It has been brought
to a common base (1981-82) by appropriate chain-linking.

16.2; the Pay Com mission would not
believe it because of its total disregard for
the rest of the economy. The facts are that
for the economy as a whole, the per capita
annual income in 1951-52 was Rs 120.20
(at 1980-81 prices) and that it just about

doubled to Rs 249.52 in 1991-92. The
long-term perspective of the First Five
Year Plan (1951-56) was to double the
per capita income in 27 years; instead, it
took 40 years.
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Table 2. Annual Average Growth Rate of GDP (at 198O-81 Prices) and the Share of GDP by Industry of Origin

Sector Annual GDP Originating in the Industry as per cent of Total GDP
Average

Growth Rate 1950-51 1960-61 1970-71 1980-81 1990-91
per cent

(1) (2) (3) (4) (5) (6) (7) (8)

1. Agricultural Forestry and Fishing 2.32 55.38 50.86 44.47 38.10 31.08
1.1 Agriculture 2.43 48.66 45.85 39.73 34.69 28.87
1.2 Forestry and Logging 0.60 6.04 4.23 3.96 2.66 1.47
1.3 Fishing 3.81 0.68 0.79 0.77 0.75 0.74

2. Mining and Quarrying 5.09 1.08 1.27 1.29 1.54 1.99

3. Manufacturing 5.21 11.38 13.94 16.14 17.68 21.26
3.1 Registered 5.91 5.39 7.31 9.42 10.03 13.18
3.2 Unregistered 4.38 5.98 6.63 6.73 7.65 8.08

4. Electricity, Gas and Water Supply 8.75 0.33 0.59 1.19 1.69 2.28

5. Construction 4.51 3.34 4.21 5.02 4.99 4.45

6. Trade, Hotels and Restaurants 4.82 8.52 9.69 10.76 12.02 12.62
6.1 Trade 4.82 8.01 9.12 10.13 11.30 11.85
6.2 Hotels and Restaurants 4.84 0.51 0.58 0.63 0.71 0.72

7. Transport, Storage & Communication 5.88 2.48 2.94 3.49 4.68 5.29
7.1 Railways 4.03 0.80 0.86 0.90 0.92 0.79
7.2 Transport by Other Means 6.49 1.35 1.68 2.06 3.01 3.72
7.3 Storage 5.03 0.07 0.06 0.06 0.10 0.09
7.4 Communication 6.39 0.27 0.34 0.47 0.65 0.69

8. Financing, Insurance, Real Estate & 4.11 9.03 8.24 8.02 8.81 9.92
Business Services

8.1 Banking and Insurance 7.30 1.15 1.55 2.01 2.78 4.96
8.2 Real Estate, Owned Dwelling, Busi- 2.86 7.88 6.70 6.01 6.03 4.96

ness Services

9. Community, Social, and personal 4.65 8.46 8.25 9.61 10.48 11.11
Services

9.1 Public Administration & Defence 6.31 2.28 2.56 3.79 4.73 5.37
9.2 Other Services 3.64 6.18 5.69 5.82 5.75 5.74

10. Total GDP at Factor Cost 3.79

Source: CSO, National Accounts Statistics, various issues.

Let us examine whether the GDP
originating in different sectors have dif-
ferent rates of growth and, if so, how
different. This is given in col. 3 of Table
2. It will be seen that, barring forestry and

logging which grew at an average rate of
less than 1.0 percent, wehave at the lower
end, average annual rate of growth of
agriculture (2.43 per cent) and of real
estate,, etc., (2.86 per cent). At the higher
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Table 3. Factor Shares in the NDP
(Per cent)

Year NDP at Current Compensation Interest Rent Profit and Mixed Income
Prices (Rs of Employees Dividend of Self-

Crore) employed

(1) (2) (3) (4) (5) (6) (7)

1960-61 13,335 33.72 3.19 5.19 6.70 51.20
1961-62 14,085 33.78 3.52 5.21 7.05 50.44
1962-63 14,903 35.68 3.85 5.38 7.39 47.70
1963-64 17,089 34.33 3.91 5.33 7.64 48.78
1964-65 20,148 32.83 3.84 4.90 6.74 51.69

1965-66 20,801 35.45 4.56 4.88 6.79 48.32
1966-67 24,078 34.63 4.34 4.48 5.71 50.85
1967-68 28,312 34.23 4.32 3.90 4.27 53.27
1968-69 28,862 35.68 4.77 4.18 4.38 50.99
1969-70 31,877 35.38 4.75 4.12 5.07 50.68

1970-71 34,519 38.71 5.22 5.06 4.33 46.68
1971-72 36,864 39.22 5.55 5.24 4.59 45.41
1972-73 40,572 38.95 6.21 5.12 4.13 45.59
1973-74 50,749 35.11 5.42 4.21 3.95 51.31
1974-75 59,737 35.74 5.63 3.83 4.93 49.88

1975-76 62,234 39.24 6.68 4.21 4.59 45.42
1976-77 67,157 39.57 7.52 4.48 5.94 42.49
1977-78 73,939 41.56 7.69 4.34 5.31 43.81
1978-79 81,477 41.34 8.02 4.46 5.16 41.01
1979-80 88,660 42.27 8.21 4.61 5.38 39.53

1980-81 1,05,445 40.81 7.82 4.10 4.52 42.75
1981-82 1,20,973 40.58 8.32 3.76 5.98 41.35
1982-83 1,34,488 41.82 8.56 3.72 6.37 39.53
1983-84 1,59,256 40.75 8.21 3.45 5.71 41.88
1984-85 1,75,489 42.17 8.58 3.56 6.02 39.67

1985-86 2,07,562 38.46
1986-87 2,30,207 39.61
1987-88 2,61,510 40.22
1988-89 3,13,782 38.81
1989-90 3,63,662 38.59

1990-91 4,24,040 38.22
1991-92 4,89,277 38.21

Source: CSO, National Accounts Statistics, various issues.
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end, we have electricity, gas and water
supply (8.75 per cent) and, banking and
insurance (7.30 per cent). In the remain-
ing cases, the average annual growth rate
lay between 3.5 and 6.5 per cent. In
particular, public administration and
defence has grown at an annual average
rate of 6.31 per cent, while that of man-
ufacturing (registered and unregistered
together)has increased from5.21 percent
in 1950-51 to 21.26 per cent in 1990-91.
This, of course, is what happens in the
course of development.

Factor Incomes

As earlier said, the GDP, net of capital
depreciation, which is the Net Domestic
Product (NDP) at factor cost, gets split up
into factor incomes, namely, rent of land,
wages (called employee compensation to
include other allowances, and benefits),
interest on borrowed capital, and pro-
fits/loss (called operating surplus/deficit)
of entrepreneurship. Table 3 gives the
factor shares of the NDP from 1960-61
to1984-85 and from 1985-8610 1991-92.
For the period 1960-61 to 1984-85, the
data are available on a uniform basis
giving factor incomes broken up into (i)
compensation of employees, (ii) interest,
(iii) rent (iv) profit and dividend, and (v)
mixed income of the self-employed. For
1985-86 to 199 1-92, only compensation
of employees is shown separately while
all other factors are lumped together.

There area fewnotable features.First,
the share of compensation of employees,
which is wages and allowances of labour,
has increased over the years from 33.72
per cent in 1960-61 to 42.7 per cent in
1984-85; this can be due to an expansion
of wage employment in the economy.
However, in 1985-86, because of reasons
whicharc not clear, it came downto 38.46
per cent and stayed more or less around
that level thereafter; it is possible that
there is some lack of comparability
between the two periods. In any case, a
steady share of wages in the GDP should
not be construed to mean that the wage
rate has remained more or less constant.
Second, share of interest has increased
from 3.19 per cent in 1960-61 to 8.58 per
cent in 1984-85; this can be due to
growing savings in financial assets such
as government securities, provident
funds, banks deposits, etc. Third, the
share of rent has declined from 5.19 per
cent in 1960-61 to 3.56 per cent in
1984-85; the decline is small hut implies
a decline in leasing of land and renting of
residential accommodation. Fourth, the
share of profits and dividends, by their
very nature, have fluctuated between a
high of 7.64 in 1963-64 and a low of 3.95
per cent in 1973-74, without a definite
trend. Regarding the self-employed, as
already indicated, it is not possible to sort
out the various factor shares with impu-
tation. Hence, in col. 6 of the Table, they
are given all together as mixed income.
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Its share has remained more or less con-
stant between 1960-61 and 1975-76
varying between 45.0 and 50.0 per cent
but thereafter has remained below 45.0
per cent indicating a decline in self-
employment.

It is obvious that the factor shares will
be different in different sectors of the
economy. To examine these differences,
the several industries are grouped into
five sectors as follows: Primary: agri-
culture, forestry and logging, fishing,
mining and quarrying; Secondary:
registered and unregistered manufactur-
ing, construction, electricity, gas, and
water supply; Transport,
Communication, and Trade: railways,
transport by other means, storage, com-
munication, trade, hotels, and restau-
rants; Finance and Real Estate: banking
and insurance, real estate, ownership of
dwellings, and business services; Com-
munity and Personal Services: public
administration and defence, other
services. In Table 4, we show the factor
shares for the five sectors for the three
years 1960-61, 1970-71, and 1980-81.

In the primary sector, self-
employment is common. Naturally, in
this sector, the share of mixed income is
predominant; it has remained between
65.0 and 70.0 per cent over the three

decades. Of course, it does not mean that
the share of the primary sector in the GDP
has remained constant; actually, as
already mentioned, it has declined. The
share of mixed income is also predomi-
nant in the transport, etc., sector but
shows signs of decline over the years; it
was 61.1 per cent in 1960-61 and 50.1 per
cent in 1980-81. It was sizeable in the
secondary sector and in community and
personal services; but its share has gone
down in both these sectors, much more
so in the latter sector indicating a decline
of self-employment in all the three sec-
tors.

A corollary of a decline in self-
employment is an increase in wage-
employment. This is most evident in
community and personal services where
the share of employee compensation has
gone up from about 70.0 per cent in
1960-61 to over 90.0 per cent in 1980-81.
It is sizeable in the secondary sector but
has stayed between 47.0 and 57.0 per cent
without signs of rise or decline. On the
other hand, its share in transport, com-
munication and trade has gone down
from 44.5 percent in 1960-61 to 37.5 per
cent in 1980-81. Its share, in finance and
real estate, was not large, only 18.8 per
cent in 1960-61; but it has risen to 32.4
per cent in 1980-81.
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Table 4. Factor Shares in the NDP of Different Sectors
(Per cent)

Year/Sector NDP at Compensation Interest Rent Profit & Mixed
Current of Employees Dividend Income of
Prices Self-

Rs Crore employed

(1) (2) (3) (4) (5) (6) (7)

1960-61

Primary 6,965 25.38 3.26 2.90 2.71 65.74
Secondary 2,549 47.78 4.35 1.33 19.22 27.30
Transport Communication & Trade 1,870 44.49 4.39 3.80 7.65 61.07
Finance and Real Estate 552 18.84 0.18 66.85 12.32 1.81
Community and Personal Services 1,399 69.69 0.29 1.14 0.21 28.66
All Sectors 13,335 33.72 3.19 5.19 6.70 51.20

1970-71

Primary 17,307 22.56 3.17 2.37 2.25 69.65
Secondary 6,790 57.69 10.84 1.40 10.93 19.15
Transport Communication & Trade 5,454 40.76 9.26 5.02 2.07 42.89
Finance and Real Estate 1.683 26.50 0.18 56.86 14.62 1.84
Community and Personal Services 3,285 87.43 0.30 0.37 0.09 11.81
All Sectors 34,519 38.71 5.22 5.06 4.33 46.68

1980-81

Primary 42,668 24.22 5.73 1.23 2.05 66.78
Secondary 23,986 52.60 16.25 1.91 10.04 19.20
Transport Communication & Trade 21,507 37.51 8.69 3.80 -0.14 50.14
Finance and Real Estate 6,189 32.44 0.15 40.43 24.45 2.54
Community and Personal Services 11,095 90.16 0.20 0.22 0.04 9.39
All Sectors 1,05,445 40.81 7.82 4.10 4.52 42.75

Source: CSO, National Accounts Statistics, various issues.

The share of profits and dividends, in
the secondary sector, was almost 20.0 per
cent in 1960-61 but came down to only
about 10.0 per cent in 1970-71 and
1980-81. On the other hand, in finance
and real estate, it almost doubled from
12.3 per cent in 1960-61 to 24.5 per cent

in 1980-81.

Thus, with development and the

growth of the GDP, not only the com-

position of the GDP changes, but the

factor shares also change.
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SECTION II.
REGIONAL DISPARITIES IN DEVELOP-

MENT

The inadequate growth in the GDP as
also the small decline in the rate of growth
of population have not been the same in
all the states of the Indian Union. To see
the consequences, we may examine per
capita Net State Domestic Product (SDP)
of 16 major states. This is available from
1960-61 to 1990-91. To bring out the
differences, we shall express the per
capita Net SDP (at factor cost, at current
prices) of different states as percentages
of the all-India per capita Net Domestic

Product (NDP). Then we rank the states,
in descending order, according to these
percentages in each of the four years,
1960-61, 1970-71, 1980-81, and
1990-91. Punjab was divided into Punjab
and Haryana in 1966. Nevertheless,
separate estimates for the two are avail-
able beginning with 1960-61. Himachal
Pradesh was not a separate state in
1960-61. Hence, ranks run from 1 to 15
in 1960-61 and from 1 to 16 in the later
three years. These ranks are given in col.
2 and the average rank in col. 3 of Table
5. Finally, the states are arranged
according to their average rank.

Table 5. Per Capita NET SDP of Major States as Percentages of Per Capita NDP

State Percentage

Average Rank 1960-61 1970-71 1980-81 1990-91

(1) (2) (3) (4) (5) (6) (7)

Punjab (3+1+1+1)/4 1.50 119.61 169.04 164.55 165.42
Maharashtra (1+4+2+3)/4 2.50 133.66 123.70 149.85 144.19
Haryana (6+2+3+2)/4 3.25 106.86 138.55 145.85 147.90
Gujarat (4+3+4+4)/4 3.75 118.30 130.96 119.88 112.10
West Bengal (2+5+6+7)/4 5.00 127.45 114.06 99.20 93.69
Himachal Pradesh (6+5+6)/3 5.67 - 107.11 104.86 94.42
Tamil Nadu (5+11+9+5)/4 7.50 109.15 91.79 92.18 99.49
Karnataka (8+8+7+9)/4 8.00 96.73 101.26 93.97 90.83
Andhra Pradesh (10+10410+8)/4 9.50 89.87 92.42 84.92 93.20
Rajasthan (9+7+15+11)/4 10.50 92.81 102.84 75.20 81.08
Kerala (9+7+15+11) 10.50 84.64 93.84 92.80 82.79
Assam (7+12+12+13)/4 11.00 102.94 84.52 81.05 79.12
Madhya Pradesh (12+14+11+12)/4 12.25 82.35 76.46 83.57 79.99
Uttar Pradesh (13+13+13+14)/4 13.25 82.35 76.78 78.65 69.41
Orissa (14+15+14+15)/4 14.50 70.92 75.51 75.75 60.65
Bihar (15+16+16+16)/4 15.75 70.26 63.51 56.43 51.90

Source: Cols. (2) and (3) Estimates of State Domestic Product, 1960-61 - 1983-84, Nov. 1985. CSO. Dept. of Statistics,
Ministry of Planning, Govt. of India, Tables 3 and 7, respectively.
Figures for 1980-81 and 1990-91 given in Cols. (4) and (5) were supplied by the CSO.
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It will be noticed that four states,
Bihar, Orissa, Uttar Pradesh and Madhya
Pradesh, were among the bottom four in
1960-6 1 and they stayed there in
1990-91. Judged by the average rank
also, they are among the lowest four.
Assam was not among the lowest five in
1960-61; its rank then was 7 (out of 15).
But, since 1970-71, it has moved down
to the rank 12 or 13. On the other hand,
three states, Punjab, Maharashtra, and
Gujarat were among the top four in
1960-61 and they stayed there in
1990-91; this is true also as judged by
their average ranks. West Bengal was
second from the top in 1960-61. But
thereafter, it dropped to fifth, sixth and
finally to the seventh rank in 1990-91.
Haryana was not among the top 4 in
1960-61; its rank then was 6 (out of 15).
But, since 1970-71, it has moved up to
join the top four. By its average rank, it
was 3rd from the top in 1990-91. Hima-
chal Pradesh was not a separate state in
1960-61. In 1970-71, it was 6th from the
top; in 1980-81 and 1990-91, it was more
or less at the same rank (5th or 6th).

Andhra Pradesh improved its rank
from 10th in 1960-61, 1970-71, and
1980-81 to 8th in 1990-91. Kerala also
improved its rank from 9th in 1960-61 to
7th in 1970-71 though ii slipped to 15th
in 1980-81 but recovered to 11th in
1990-91. Ranks of Tamil Nadu and

Rajasthan have been somewhat erratic.
Their average ranks are 7.50 and 10.50,
respectively.

To sum up, the states at the bottom in
1960-61 have, by and large, remained so
in1990-91. The range between the lowest
and the highest has also increased over
the years. For instance, the per capita Net
SDP of Bihar, lowest in all the four years,
as percent of per capita NDP, steadily
came down from 70.26 in 1960-61 to
51.90 in 1990-91. The same for Maha-
rashtra, highest in 1960-61, and for
Punjab, highest in later three years,
moved up; in Maharashtra, it moved from
133.66 in 1960-61, to 149.85 in 1980-81
though it slipped to 144.19 in 1990-91; in
Punjab, it moved from 119.61 in 1960-61
to169.04 in 1970-71 though it too slipped
to 164.55 in 1980-81 and 165.42 in
1990-91 In 1960-61, the highest was 1.70
times the lowest. In 1990-91, the highest
was 3.19 times the lowest. The large and
growing regional disparities are causing
a strain in Centre-State and inter-State
relations.

Surprisingly, the Constitution makes
no reference to the disparities between
states; in particular, reducing the dispa-
rities between states is not included in the
Directive Principles of State Policy. The
forty-fourth constitutional amendment,
which took effect from 20.6.1979, which
is almost 30 years after the Constitution
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was adopted, amended Section 38 to
include the following: The State shall, in
particular, strive to minimise the
inequalities in income, and endeavour to
eliminate inequalities in status, facilities
and opportunities, not only amongst
individuals but also groups of people
residing in different areas or engaged in
different vocations [Section 38(2)]. It
will be noticed that it makes no specific
reference to the states but, with some
liberal interpretation, the phrase ‘groups
of people residing in different areas’ may
be taken to include ‘states’. Except for
this rather feeble reference to disparities
between states, the Constitution is mainly
concerned with the division of legislative
and financial powers between the Union
and the states.

Division of Legislative and Financial
Powers

In its Seventh Schedule, the Consti-
tution lays down in great detail, in three
lists, namely, the Union list, the state list,
and the concurrent list, the distribution of
legislative powers between the Union
and the states. The division of the legis-
lative powers is supported by a division
of financial powers so that the states may
have adequate resources to discharge the
duties and responsibilities placed on
them. Further, anticipating that the rev-
enues of some of the states from the taxes
assigned to them may fall short of the

states’ expenditure on functions
entrusted to them, the Constitution pro-
vides a comprehensive arrangement for
sharing, between the Union and the
states, the revenues from some of the
taxes and duties levied by the Union.

The more important Articles provid-
ing segregation and sharing of taxes and
duties are: (268) Duties levied by the
Union but collected and appropriated by
the states; (269) Taxes levied and col-
lected by the Union but assigned to the
states: (270) Taxes on income, other than
agricultural income, to he levied and
collected by the Union and distributed
between the Union and the states, cor-
poration tax being specifically excluded;
(272) Duties of excise levied and
collected by the Union, other than on
medicinal and toilet preparations, which
may be distributed between the Union
and the states; (275) Grants from the
Union to certain states which the Parlia-
ment may decide are in need of such
assistance and which may he different for
different states. Article 280 requires the
President to appoint every fifth year, or
earlier if he deems it necessary, a Finance
Commission to recommend distribution
of taxes and duties under Articles (270)
and (272) and grants-in-aid under Article
(275). The First Finance Commission
was appointed in 1951 and it covered the
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period 1952-53 to 1956-57. The Tenth
Finance Commission was appointed in
1992 and it covers the period 1995-2000.

Finance Commissions

The difference between the provi-
sions of Articles 270 and 272 may be
noticed. Article 270 requires that the
proceeds of taxes on income, shall be
shared between the Union and the states;
Article 272 requires that the proceeds of
Unionduties of excisemay be shared with
the states if Parliament by law so pro-
vides; in other words, while sharing of
taxes on income is obligatory, that of
excise duties is permissive. There are two
aspects of sharing the taxes on income
under Article 270 and excise duties under
Article 272. One is what should be the
states’ share in these taxes which,
henceforward, we shall call the divisible
pool of the states; the second is how
should the divisible pool be distributed
between the states. The Constitution is
silent on both the points and leaves them
to be decided by the Finance Commis-
sions.

Besides, Article 27.5 empowers the
Finance Commissions to recommend
grants-in-aid of revenue to such states as
are in need of assistance; it specifically
stipulates that different sums may be
fixed for different states. But, otherwise,
as the First Finance Commission noted,

‘The term grants-in-aid of the revenues
has not been defined in the Constitution
... and it is possible to argue that it ...
should be construed as confining to such
grants as are intended for the augmenta-
tion of the revenues of the receiving state
without any limitation as to how the
money so made available, should be
spent’ [Finance Commission, 1952, Pp.
90-91]. But, then, it suggested that the
problem has to be viewed in the larger
perspective of securing equitable allo-
cation of resources among the units that
it should not be limited solely to
grants-in-aid which are completely
unconditional; grants directed to broad
but well-defined purposes could reason-
ably be considered as falling within their
scope’ [Finance Commission, 1952,
p.91]. ‘... the main case in favour of them
(specific grants) rests on (1) the defi-
ciency of states’ resources in relation to
functions; (2) the concern of the federal
government in seeing that welfare ser-
vices, (e.g., education, health, etc.) and
developmental activities, (e.g., roads) are
maintained at a certain minimum stan-
dard throughout the country; (3) the
interest of the federal government in
developing activities which state gov-
ernments, left to themselves, might
neglect, (e.g., unemployment insurance,
social security, etc.); (4) the possibility of
improving quality of performance in the
sphere of social services, owing to the
superior technical advice available to the
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higher level of government; and (5) the
desirability of some co-ordination of
standards which can be achieved there
by’ [Finance Commission, 1952, p. 95].

The Commission reiterated that ‘both
the methods of conditional and uncon-
ditional grants should have their part to
play in the scheme of assistance by the
Centre. Unconditional grants should
reinforce the general resources of the
state governments, which they would be
free to allocate among competing pur-
poses according to their best judgement,
subject to the usual administrative and
parliamentary checks. Grants for broad
purposes may be given to stimulate the
expansion of particular services rather
than specified schemes under these
categories’ [Finance Commission, 1952,
Pp. 95-96]. The Commission suggested
the following principles for making
grants-in-aid to states: As budgetary
needs are an important criterion for
determining the eligibility of a state for a
grant-in-aid as well as for the assessment
of the amount of the grant-in-aid, the
budget has necessarily to be the starting
pointof anexamination of fiscal need The
extent of self-help of a state should
determine the eligibility for, as well as the
amount of help from, the Centre. This

requires an assessment of the general
scope for additional taxation in the states
and their tax effort An allowance should
he made for possibilities of economy in
expenditure An important purpose of
grants-in-aid is to help in equalising
standards of basic social services. The
standards of social services in a state may
be a criterion for grants-in-aid’ [Finance
Commission, 1952, Pp. 96-98].

This is an admirable statement of
objectives of grants-in-aid and the prin-
ciples on which they should be based.
Applying these principle, to assess the
need for development, the First Finance
Commission ‘took as the basis the extent
of the spread of primary education in the
states’ as judged by ‘the proportion of the
children between the ages 6 and 11 who
actually attend school’ [Finance Com-
mission, 1952, Pp. 103]. To sum manse
the position as then obtaining in regard to
primary education in various states, the
Commissionused thepopulation as given
by the 1951 census, estimated the number
of children of ages 6-11 at 12.7 per cent
of the population (a basis adopted by the
Ministry of Education), and the number
of children of the age-group attending the
school as given by the state governments
(Table 6).
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Table 6. Primary Education in Various States, 1951
(Thousand)

State No. of Children Children in this Percentage of
in the Age Age Group (4) to (3)
Group 6-11 Attending

School

(1) (2) (3) (4) (5)

Travancore-Cochin 92,80 11,79 11,64 98.8

Bombay 3,59,56 45,66 29,24 64.0

Mysore 90,75 11,53 6,57 57.0

Madras 5,70,16 72,41 38,17 52.7

Assam 90,44 11,49 5,71 49.7

Saurashtra 41,37 5,25 2,23 42.4

West Bengal 2,48,10 31,51 12,77 40.5

Uttar Pradesh 6,32,16 80,28 27,28 34.0

Bihar 4,02,26 51,09 17,98 29.3

Hyderabad 1,86,55 23,69 6,22 26.2

Punjab 1,26,41 16,05 3,92 24.4

Orissa 1,46,46 18,60 4,46 24.0

Madhya Bharat 79,54 10,10 2,03 20.1

Madhya Pradesh 2,12,48 26,98 5,38 19.9

Patiala and East Punjab

States Union 34,94 4,44 47 10.6

Rajasthan 1,52,91 19,42 2,06 10.6

Source: First Finance Commission, 1952, p. 103.

Then: We consider that a modest
beginningshould be made in the direction
of helping those states where a large
leeway has to be made up and we propose
that the eight states which are lowest in
the table given above should be given
assistance. We have taken in each of the
next four years sums rising from Rs 150
lakhsnext year toRs300 lakhs in1956-57
and we propose that these sums should be

distributed among the eight states in
proportion to the number of children of
school-going age not attending school at
present. We have provided a gradually
rising figure for these grants as in our
view this will assist the states in planning
for the proper utilisation of the grants.

‘We recommend that the above
grants-in-aid of the revenues be made to
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these states in each year for the purpose
of expanding primary education. These
grant-in-aid are not for itemised schemes
of expenditure in any state. The state
governments would have full discretion
inutilising them for the purpose forwhich
they are intended. The extent to which the
purpose of the grant-in-aid is achieved
may be left to be assessed by our suc-
cessors when the finances of the states
concerned for this period come up for
review. The actual progress achieved
during this period will have to be judged
on such criteria as the increase in the
number of primary schools and children
attending school, the conversion of
ordinary primary schools into basic
schools, the improvement of facilities for
the training of primary school teachers
and measures adopted for the reduction
of wastage in regard to primary educa-
tion. Annual reports about the progress
achieved by these states in the expansion
of primary education should be obtained
and made available to the next Com-
mission’ [Finance Commission, 1952, p.
104].

This was an eminently correct and
wise approach and all that the successive
Finance Commissions could do was to
improve upon it by adding to primary
education other items of development,
such as health, roads, etc., as the First
Commission had indicated. But, it never
received the consideration it deserved.

One reason was the simultaneous setting
up of the Planning Commission without
a clear demarcation of the respective
spheres of the Planning Commission and
the Finance Commission.

The Planning Commission was set up
in March 1950 by a Resolution of the
Government of India and hence the first
and subsequently appointed Planning
Commissions are not statutory bodies,
unlike the Finance Commissions, and not
being a creation of the Constitution, they
do not suffer any constitutional limita-
tions on their powers. After the setting up
of the Planning Commission, the
respective spheres of the Planning
Commission and the Finance Commis-
sion remained unclear until the Fourth
Finance Commission. This was natural
with theFirst Finance Commission,as the
Planning Commission and the Finance
Commission both were new. With the
appointment of the Second Finance
Commission, the lack of a clear demar-
cation became evident in the Presidential
order appointing that Commission. In
determining the states and the sums to be
paid to them as grants-in-aid under article
275, the Presidential order required that
the Second Finance Commission should
pay attention (i) to the requirements of
the Second Five Year Plan, and (ii) the
efforts made by those states to raise
additional revenues from the sources
available to them. The Commission
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confessed that there was a problem: ‘We
had some difficulty in dovetailing our
work with that of the Planning Com-
mission ... the plan does not distinguish
between revenue expenditure and capital
expenditure, while our main function
under the Constitution is to make rec-
ommendations for the devolution of the
revenue resources. ... We had a further
difficulty in making a reasonable forecast
of expenditure for the next five years.
Apart from the burden of recurring
expenditure thrown on thestates’ budgets
by schemes completed under the first five
year plan, there were many schemes for
which Central assistance was on a
matching basis, sometimes tapering off
over a short period. This inevitably left a
recurring burden on the states of which
no adequate indication could be had from
figuresof past actuals. ... Some anomalies
inevitablyarise where the functionsof the
two Commissions ... overlap. ... So long
as both these Commissions have to
function, there appears to be a real need
for effectively coordinating their work’
[Finance Commission, 1957, Pp. 11-13].

The Presidential order appointing the
Third Finance Commission had a similar
directive, namely, that the Commission
should take into account (i) the require-
ments of the Third Five Year Plan, and
(ii) the efforts to be made by those states
to raise additional revenues from the
sources available to them. In response,

the Commission said: ‘Two points of
view have been expressed before us on
this question The first is that the Plan
itself is flexible and is subject to adjust-
ments at the annual reviews undertaken
and there is the need to ensure that the
states conform to the priorities and pro-
visions laid down. If full financial allo-
cation is made by us, these reviews would
be rendered difficult. The other point of
view is that, having been endorsed by the
National Development Council and
approved by the Parliament, it is only
logical to guarantee the necessary
resources to the states to enable them to
forge ahead. ... On the considerations
placed before us, we recommend that the
total amount of grants-in-aid should be of
an order which would enable the states,
along with any surplus out of the devo-
lution, to cover 75 per cent of the revenue
components of their plans. In
determining the revenue component, we
have deducted in full the amount of
additional tax to be raised by each state
as incorporated in the plan itself’ [Fi-
nance Commission, 1961, Pp. 29-32].

Presumably, because of the difficul-
ties and problems faced by the Second
and the Third Finance Commission in
taking intoaccount the requirement of the
respective plans, the Presidential order
appointing the Fourth Finance Commis-
sion was substantially amended to say:
‘(4) ... the Commission should also make
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recommendations in regard to (a) the
states which are in need of assistance by
way of grants-in-aid of their revenues
under article 275, and the sums to be paid
to those states ... having regard, among
other consideration, to (i) the revenue
resources of those states for the five years
ending with the financial year 1970-71,
on the basis of levels of taxation likely to
be reached in the financial year 1965-66;
(ii) the requirements of those states to
meet the committed expenditure on
maintenance and upkeep of plan schemes
completed during the Third Plan’ [Fi-
nance Commission, 1965, p. 2]. In other
words, grants-in-aid under Article 275
were meant to meet the non-plan revenue
deficit of states. This position has
remained substantially unchanged to
date. In fact, the Presidential order
appointing the Ninth Finance Commis-
sion directed the Commission to keep in
view the objective of not only balancing
the receipts and expenditure on revenue
account of both the states and the Centre,
but also generating a surplus for capital
investment. We should mention that this
was the first time that such a specific
directive was given. The Presidential
order appointing the Tenth Finance
Commission not only retained this
objective but raised it to a higher priority
from (iv) to (i) and further amplified it to
say ‘but also generating a surplus for
capital investment and reducing fiscal

deficit’ (emphasis added). This was use-
ful as much as it demarcated the spheres
of the Finance Commission and the
Planning Commission but it set aside the
considerations laid down by the First
Finance Commission, namely, that
grants-in-aid should ‘be viewed in the
larger perspective of securing equitable
allocation of resources among the units’
[Finance Commission, 1952, p. 91].

The Presidential Order appointing the
Seventh Finance Commission had
viewed the subject somewhat narrowly.
In para 5(vi), it directed the Commission
to have regard to the requirements of
states which are backward in general
administration, for upgradation of stan-
dards in non-developmental sectors and
services with a view to bringing them to
the levels obtaining in the more advanced
states over the period covered by the
Report of the Commission; the manner in
which such expenditure could be moni-
tored being also indicated by the Com-
mission. In response, the Commission
decided to confine themselves to only the
following sectors and services: (i)
Administrationof taxes; (ii) Treasury and
Accounts administration; (iii) Judicial
administration; (iv) General administra-
tion, consisting of revenue, district, as
well as tribal administration, and the
Secretariat services; (v) Police; and (vi)
Jails. But, it did not go back to the
principles laid down by the First Finance
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Commission. Further, it did not make
specific grants-in-aid for the several
items. Instead, it went back to the prin-
ciple that grants-in-aid under article 275
were meant to meet the non-plan revenue
deficit after the devolution of income
taxesandexciseduties.There were 8such
statesand theCommission recommended
grants-in-aid for upgradation of the
above mentioned services just equal to
their revenue deficit.

In short, the important point which the
First Finance Commission made,
namely, that ‘An important purpose of
grants-in-aid is to help in equalising
standards of basic social services’ [Fi-
nance Commission, 1952, p. 97]
remainedneglected evenafter the spheres
of the Finance Commission and the
Planning Commission were clearly
demarcated. Grants-in-aid under Article
275 continued to be paid on somewhat ad
hoc considerations.

In the following, we shall examine
how the successive Finance Commis-
sionshave determined and recommended
the states’ share in the taxes of income
under Article 270 and excise duties under
Article 272, and the distribution of the
divisible pool among the states.

States’ Share iii Union Taxes

Income Tax: The First Finance Com-

mission assigned to the states 55 per cent
of the net proceeds of income tax. This
was raised to 60, 66.67 and 75 per cent
by the Second, Third and the Fourth
Finance Commissions, respectively. The
Fifth Finance Commission retained it at
75 per cent. It was raised to 80 and 85 per
cent by the Sixth and Seventh Finance
Commissions, respectively. The Eighth
and the Ninth Finance Commissions kept
it at 85 per cent. Presumably, there was
not much room left to raise it further if
the Union Government was to be left with
some incentive to levy and collect the
income tax.

Union Excise Duties: The First Finance
Commission recommended that excise
duties on only three commodities,
namely, tobacco, matches, and vegetable
products should be shared and fixed the
share of the states at 40 per cent. The
Second Finance Commission expanded
the list to include sugar, tea, coffee, paper,
and vegetable non-essential oils hut
reduced the states’ share to 25 per cent.
The Third Finance Commission included
in the divisible pool excise duties from
all commodities except those on which
the yield was less than Rs 50 lakh a year
hut reduced the states’ share to 20 per
cent. The Fourth Finance Commission
admitted all commodities without
exception and retained the states’ share
at 20 per cent. The Filth Finance Com-
mission went a step Further; it included
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special duties from 1972-73 in the
divisible pool and retained the states’
share at 20 per cent. The Sixth Finance
Commission recommended that the rev-
enues from cesses on excisable commo-
dities levied under special enactments
and reserved for special purpose should
not be included in the divisible pool. On
the other hand, it recommended that the
revenues from auxiliary duties on excis-
able commodities levied in replacement
of regulatory duties under the Finance
Act of 1973 should be brought into the,
divisible pool from 1976-77 onwards.
The states’ share was kept unchanged at
20 per cent.

A quantum jump was made by the
Seventh Finance Commission. Its stated
objective was that the scheme of fiscal
transfers should leave as many states as
possible with a surplus on revenue
account and that the bulk of fiscal trans-
fers should be by way of tax shares and
that grants-in-aid should have a residual
role. Accordingly, it raised the states’
share from the earlier 20 per cent to 40
per cent. It clarified that the divisible pool
would include all Union excise duties by
whatever name called but excluded
additional excise duties levied in lieu of
sales tax and cesses earmarked for special
purpose and the additional duties of
excise on certain textiles and textile
articles which, under law, were not to be
distributed among the States. The Eighth

Commission maintained that position
substantially but raised the states’ share
further to 45 per cent of the net proceeds
of excise duties, other than electricity of
which the entire proceeds would go to the
states. The Ninth Finance Commission
kept the share of the States in the divisible
excises at the same 45 per cent.

Distribution of the Divisible Pool
between the States

Let us next consider the second aspect
of sharing the taxes on income under
Article 270 and of excise duties under
Article 272, namely, how the divisible
pool is distributed between the states. As
already mentioned, the Constitution
gives no such directive nor did the Pres-
idential orders appointing the successive
Finance Commissions contain any such
directive. Neverheless, one should note
that it came to be recognised from the
very beginning that the distribution
should he progressive, in the sense that,
it should be such as would reduce the
inequalities between the resources of
different states. For instance, the very
First Finance Commission recommended
that ‘the principles of distribution of
revenues between the states ... should
attempt to lessen the inequalities between
states’ [Finance Commission, 1952, p.
88]. Let us first consider the distribution
of the divisible pool of the Union taxes
by the successive Finance Commissions.
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Income Tax: The incorporation of an
element of progressiveness in the distri-
bution of the states’ share of income tax
was more hesitant and took some time. In
fact, as we shall presently see, the share
of excise duties was always distributed
on such a principle and there was no good
reason why the share of the income tax
could not be distributed on the same
principle. For instance, the First Finance
Commission recommended that 20 per-
cent of the states’ share should be allo-
cated on the basis of the ‘contribution’ of
the state to the total Income Tax and 80
per cent on the basis of the population.
The basis of ‘contribution’ is obviously
inequitous, the richer states getting more;
the basis of population merely allocates
pro rata and, in a sense, is neutral. The
Second Finance Commission improved
the ratio from 20:80 to 10:90, but the
Third and the Fourth Finance Commis-
sions reverted to20:80. TheFifth Finance
Commission adopted 10:90. This ratio
has been maintained by all subsequent
Commissions including the Ninth
Finance Commission.

The question of introducing an ele-
ment of progressivity in the distribution
of income tax was first raised in the
Seventh Finance Commission but, in
spite of a well argued minute of dissent
by Prof. Raj Krishna, who was a member
of the Commission, the principle was not
accepted by the majority on the flimsy

ground that, since the Constitution dis-
tinguished between the two taxes, the
shares of the states as also the principles
of their distribution could not be the same
in the two cases. The Eighth Finance
Commission, after considerable deliber-
ation, agreed that the criteria for allo-
cating income tax should be more
progressive than they have so far been
and suggested that only 10 per cent of
states’ share of the income tax should be
allocated on the basis of the states’
‘contribution’ and the balance 90 per cent
should be allocated on the same princi-
ples as those applied for allocating the
majorpart of thestates’ share in the excise
duties, namely, by giving weightage of
25 per cent to population. 25 per cent to
the inverse of per capita income multi-
plied by the population, and 50 per cent
to the distance of per capita income of a
state from thatof thestate with the highest
per capita income multiplied by the
population of the state.

The Ninth Finance Commission
improved upon this principle. It recom-
mended the following basis for allocating
the states’ share of the income tax: (i) 10
per cent on the basis of the state’s ‘con-
tribution’; (ii) 45 per cent on the basis of
the distance of the per capita income of a
state from that of the state with highest
per capita income multiplied by the 1971
population of the state concerned; (iii)
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22.5 per cent on the basis of the popula-
tion of the state in 1971; (iv) 11.25 per
cent on the basis of a composite index of
backwardness, being a combination, with
equal weight, of two indices, namely,
population of scheduled castes and
scheduled tribes, and the number of
agricultural labourers as revealed in the
1981 Census; and (v) 11.25 percent
inverse of the per capita income multi-
plied by the population of the state in
1971.

Excise Duties: As to the distribution of
the states’ share in the Union excise
duties, the principle of progressivity was
recognised from the very beginning and
the successive Finance Commissions
have been devising formulae to achieve
presumably a greater extent of progres-
sivity. For instance, the First Finance
Commission (1952-53 to 1956-57)
suggested that consumption of the taxed
commodities could provide a suitable
basis for allocating the divisible Union
excise duties between the states but, in
the absence of data on consumption,
recommended population as the nearest
measure of consumption. The Second
Finance Commission felt (1957-58 to
1961-62) that, on the whole, it would be
preferable to continue population as the
sole basis of distribution, but recognised
that its practical effect would be to place
a few states in a more advantageous

position and that therefore a small cor-
rective in favour of the rest would be
justified. Accordingly, it recommended
that 90 per cent of the divisible Union
excise duties should be allocated on the
basis of population, while using the bal-
ance 10 per cent for ‘adjustments’; it did
not spell out how. But, it did explicitly
recognise the need for progressivity.

As mentioned above, the Third
Finance Commission (1962-63 to
1965-66), included in the divisible pool
excise duties practically on all commo-
dities, but reduced the states’ share to 20
per cent. It recommended that this
divisible pool should be allocated
between states, on the basis of popula-
tion. But, it also suggested that an attempt
should be made to bring all states, as far
as possible, to a comparable level of
financial balance. For this purpose, the.
Commission recommended that, a sum
equal to 20 per cent of the net proceeds
of Union excise duties on a long list of
commodities, numbering 35, be distrib-
uted among the states according to a
given schedule the basis of which was not
explained; presumably, it was ‘progres-
sive’. The Commission is not explicitly
clear on this point but presumably this
was not additional to the 20 per cent of
the divisible pool to be distributed on the
basis of population.
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The Fourth Finance Commission
(1967-68 to 1968-69) look the view that
while population should he the major
factor determining allocation, relative
economic and social backwardness
should also be taken into account as
indicated by (i) per capita gross value of
agricultural production, (ii) per capita
value added by manufacture, (iii) per-
centage of workers (as defined in the
Census) to total population, (iv)
percentage of enrolment in classes I to V
to the population in age group 6-11, (v)
population per hospital bed, (vi) per-
centage of rural population to total pop-
ulation, and (vii) percentage of
Scheduled Castes and Tribes to the total
population. It did not explain how it
combined these several indicators of
economic and social backwardness but
recommended that 20 per cent of the
divisible pool should be allocated on this
basis while the remaining 80 per cent on
the basis of population.

The Fifth Finance Commission
(1969-70 to 1973-74) adopted more or
less the same scheme of distribution,
namely, 80per cent of the divisible pool
in proportion to the population and 20 per
cent to the states with relative economic
and social backwardness. But it gave the
latter distribution in a somewhat greater
detail, namely, (a) two-thirds to the states
with per capita income below the average
per capita income of all the states in

proportion to the shortfall, multiplied by
the population of the state; (b) one-third
on the basis of an integrated index of
backwardness based on the following six
criteria: (i) population of scheduled
tribes, (ii) inverse of factory workers per
lakh population. (iii) inverse of net irri-
gated area per cultivator, (iv) inverse of
length of railways and surfaced roads per
100 sq. kms., (v) shortfall in number of
school-going children as compared to the
those of school-going age, and (vi)
inverse of number of hospital beds per
1000 population. In the case of states
where a criterion was less than one-third
or more than three times the average for
all the states, the same was brought up to
one-third or brought down to three times
as the case may be. With this ‘modera-
tion’ all the criteria were combined with
equal weight to obtain the integrated
index of backwardness. Presumably,
each criterion of backwardness was
multiplied by the population of the state
and then combined with equal weight,
though this is not made clear. Doubts
arise because the first criterion above was
listed as (i) population of Scheduled
Tribes; hopefully, it meant the proportion
of the population of Scheduled Tribes in
the total population. Incidentally, we may
note that the drafting of this paragraph in
the Report of the Commission [Finance
Commission, 1969, p. 36] is unclear and
clumsy.
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The Sixth Finance Commission
(1974-75 to 1978-79) recommended that
25, instead of only 20 per cent as rec-
ommended by the previous Commission,
of the divisible pool should be allocated
in proportion 10 a single criterion of
backwardness, namely, the ‘distance’,
that is, the difference between a state’s
per capita income and that of the state
with the highest per capita income, which
happened to be Punjab, multiplied by the
population of the state. The remaining 75
percent of the divisible pool would be
allocated on the basis of the population
[Finance Commission, 1973, paras
16-17, p. 17].

The Seventh Finance Commission
(1979-80 to 1983-84) recommended that
the shares of the slates in the divisible
pool of excise duties should be deter-
mined by giving equal weight of 25 per
cent to (i) population, (ii) the inverse of
the per capita State Domestic Product,
(iii) the percentage of the poor measured
by a method, which Prof Raj Krishna had
evolved, and (iv) a formula of revenue
equalisation which the Commission had
worked out. The Commission was not
sufficiently careful to note that when a
number of criteria are used and added
together,withor without equalor unequal
weights, to determine states’ share in the
divisible pool, all the criteria must have
the scale, namely, the population of the
state. Among the four criteria mentioned

above (i) population, of course, has the
right scale. But (ii) and (iii), as they are
mentioned above, have not the right scale
unless each of them is multiplied by the
population of the state. When (ii) the
inverse of the per capita State Domestic
Product is multiplied by the population,
it becomes, what came to be called ‘in-
come adjusted population’ (IATP). We
presume that was done in the actual
calculation. In that case, we may say that
theSeventh Finance Commission was the
first to use IATP as a criterion for dis-
tribution of the divisible pool of excise
duties among the states. Similarly, (iii)
the percentage of the poor, has to he
multiplied by the population of the each
state when it becomes the number of poor
in the state. It is not as though the Com-
mission did not know this; because in the
revenue equalisation formula it worked
out, it has taken into account the pop-
ulation factor. We suppose that the
omission of the mention of the population
factor was only through an oversight.

The revenue equalisation formula
was worked out as follows: ‘The per
capita average of each state’s own tax and
non-tax revenue for 1975-76 and
1976-77, obtained from the accounts,
were regressed on the average per capita
income, excluding the five atypical states
of Manipur, Meghalaya, Nagaland, Sik-
kim, and Tripura. This gave the estimated
value of the per capita revenue of each
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state. The distance of the per capita thus
estimated for each state From the maxi-
mumestimated percapita revenue among
all the states, which was Punjab, was
multiplied by the estimated population.
... For the atypical states, their own
average revenue for the years 1975-76
and 1976-77 was adopted. The percent-
age of the product of the distance of the
per capita revenue so estimated from that
of Punjab and the population for each
state in the total of these products for all
the states gives the share of each state in
the 25 percent of the divisible pool of the
excise [Finance Commission, 1978, para
39, p. 87]. It will be noticed that this was
similar to the ‘distance’ used by the Sixth
Finance Commission except that, while
the Sixth Finance Commission used a
state’s per capita income, the Seventh
Finance Commission used a state’s own
tax and non-tax revenue estimated by a
certain regression. Hence, what the
Commission called the ‘revenue equali-
sation formula’, Prof. Raj Krishna, in his
minute of dissent quite appropriately
refers to as ‘Revenue Distance’ [Finance
Commission 1978. p. 149]. This was
apparently an improvement over the
Sixth Finance Commission. Unfortu-
nately, the ‘estimation by regression’
turned out to he nothing but a superficial
statistical sophistication so that the
Eighth Finance Commission had to go

back to a state’s per capita income to
measure ‘distance’ as the Sixth Finance
Commission had done.

The method of estimating the per-
centage of the poor evolved by Prof. Raj
Krishna, and used by the Finance
Commission and also by the Planning
Commission, suffers from an elementary
statistical error [Dandekar, 1999].
Besides this elementary but plain error,
Prof. Raj Krishna, in his minute of dis-
sent, is not sufficiently careful in the use
of terms like ‘poverty ratio’ and ‘poverty
percentage’. For instance, the Commis-
sion says that ‘we have decided that the
shares of the states in the divisible pool
of excise should be determined by giving
equal weight to the population factor, the
inverse of the per capita State Domestic
Product, the percentage of the poor in
each state which Prof. Raj Krishna has
evolved for us, and a formula of revenue
equalisation which we have worked out’
[Finance Commission, 1978, p. 86].
Further, the Commission has set out the
methodology and poverty percentages of
each state in Appendix IV. 9. Briefly, it
reads as follows: ‘The Poverty Percent-
age is the percentage of the number of
persons below the augmented poverty
line in a state to the total number of
persons below the augmented poverty
line in all states’ [Finance Commission,
1978, p. 213].
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In spite of this clear and categorical
statement in the majority Report of the
Seventh Finance Commission, Prof. Raj
Krishna, in describing the difference
between the devolution formulae of the
majority and his own, seems to use the
two terms poverty ratio and poverty
percentage synonymously while the two
terms are quite different. Prof. Raj
Krishna himself defines the term poverty
ratio in a footnote to para 13 of his Note
as ‘the proportion of poor people in the
total population of each state’ [Finance
Commission, 1978, p. 144] while the
majority report uses and defines ‘Poverty
Percentage’ as described above. Failure
to distinguish the two persists. In para 18
of his Note, Prof. Raj Krishna says:
‘Three of the criteria used in the main
report and in this Note are common, viz.,
(i) Total Population, (ii) Poverty Ratio’,
and (iii) The Inverse of State Income Per
Capita (SDP)’. In para 25, on the same
page of his Note, Prof. Raj Krishna says:
‘my colleagues give equal weight to four
criteria in their excise allocation formula
as follows: (i) 25 per cent to Population,
(ii) 25 per cent to Inverse of Per Capita
Income, (iii) 25 per cent to Revenue
Distance, and (iv) to Poverty Percent-
age’. Three lines below, he says ‘I use
only three of the above criteria’ and gives
his general formula in which the share
of a state is made proportional to
(Population) x (Poverty Ratio) x (Inverse
of Per Capita Income). We would have

connived at this confusion between
Poverty Ratio and Poverty Percentage as
pardonable, but that would offend Prof.
Raj Krishna as we knew him.

Prof. Raj Krishna rightly says that his
formula yields a more progressive allo-
cation but, while giving the merits of his
formula vis-à-vis the majority formula, to
say that his formula minimises ‘arbitrary
weightage’ is not fair. Both the formulae
use ‘equal weights’. The main difference
between the two is, while the majority
formula combines the chosen criteria,
with equal weights, additively, Prof. Raj
Krishna’s formula combines them, with
equal weights, multiplicatively; and that
is why it is more progressive. To make
the point clear, let us suppose that,
besides population as the scale factor,
there are only two factors, namely, pov-
erty ratio and inverse of per capita income
with equal weights. In the main report,
the two are combined additively. In Prof.
Raj Krishna’s formula, the two criteria
are combined multiplicatively and
because the two are positively correlated,
his formula becomes more progressive.

Prof. Raj Krishna objects to the use of
‘revenue distance’ as one of the criteria
For the distribution of the divisible pool
of the Union excise duties, on the ground
that it results in disparity in the per capita
surpluses which are unacceptably high
[Finance Commission, 1978, p. 45]. This
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is a valid reason. Instead, he suggests that
all states should have a minimum surplus
of Rs 100 per capita and that, to ensure
this, extragrantsunder Article275should
be given to those states which would not
have the minimum surplus even after
devolution without the ‘revenue dis-
tance’ criterion; it would also reduce the
per capita surplus disparity from (45:1)
to (6:1). We have not done the calcula-
tion, but probably the disparity would be
further reduced by raising the minimum
from Rs 100 to, say, Rs 150. In fact, it
seems that, by choosing an appropriate
minimum, the disparity in per capita
surplus could be altogether removed. In
that sense, Prof. Raj Krishna’s choice of
a per capita minimum surplus of Rs 100
isnot onlypurely subjectivebut alsoquite
arbitrary.

The Eighth Finance Commission
(1984-85 to 1988-89), commenting on
the revenue equalisation formula, men-
tioned that the Government of Maha-
rashtra had brought to its notice that ‘with
linear equation, when only one
independent variable, namely, per capita
income has been used that formula did
not amount to anything different from
allocating shares in the divisible excise
duties to states based on the distance of
the per capita income of the state from the
highest per capita income of any state’
[Finance Commission, 1984, para 6.35 p.

51], and, after some long-winded argu-
ment, chose ‘the distance of the per capita
income of the state from the highest per
capita income of any state’ instead of the
‘revenue equalisation formula’, of the
previous Commission. In other words, it
returned to the concept of ‘distance’ as
used by the Sixth Finance Commission.

In recommending the distribution of
the divisible pool of the states, being 45
per cent of the net proceeds of the excise
duties, the Eighth Finance Commission
made a change in its formal presentation
which makes it non-comparable with the
distribution, recommended by the pre-
vious commissions, as also by the Ninth
Finance Commissionwhich succeeded it.
In justification of this arrangement, it
says: ‘The special arrangement that we
are making to help the deficit states is to
set aside a certain portion of the states’
share of excise duties, which will be
distributed among those states which
have deficits on revenue account’ [Fi-
nance Commission, 1984, para 6.44, p.
53]. This was 5 out of the 45 per cent of
divisible pool of the states. It recom-
mended that the remaining 40 per cent
should be distributed on the basis of the
following percentages: (i) 25 per cent on
the basis of the 1971 population; (ii) 25
per cent on the basis of income adjusted
total of the population (IATP), defined as
1971 population weighted by the inverse
of the per capita income, that is, 1971
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population divided by the per capita
income; (iii) the remaining 50.0 per cent
on the basis of distance of average per
capita income from that of the state with
the highest per capita income; (iv) the
balance of 5.0 percent (out of 45.0 percent
of the divisible excise pool) to be dis-
tributed among deficit states in propor-
tion to their post-devolution deficits.
Instead of recognising two components
of 40 and 5 per cent, if the entire distri-
bution was shown as percentages of the
divisible pool of 45 per cent, as the Ninth
FinanceCommission did, it wouldappear
as follows: (i) 22.22 per cent on the basis
of the 1971 population; (ii) 22.22 per cent
on the basis of income adjusted total of
thepopulation (IATP), (iii) 44.44 percent
on the basis of distance of average per
capita income from that of the state with
the highest per capita income; (iv) 11.11
per cent to the deficit states in proportion
to their post-devolution deficits. This
could be rounded off to (i) 22.5 per cent
on the basis of the 1971 population; (ii)
22.5 per cent on the basis of income
adjusted total of the population (IATP),
(iii) 45 percent on the basis of distance of
average per capita income from that of
the, state with the highest per capita
income; (iv) 10 per cent to the deficit
states in proportion to their post-
devolution deficits.

The Commission noted that the cri-
terion ‘distance of average per capita
income from that of the state with the
highest per capita income’ would leave
no share under this criterion to Punjab
which happened to be the state with
highest per capita income’ as had hap-
pened in the distribution by the Sixth and
Seventh Finance Commissions. This was
obviously not fair considering the fact
that the Eighth Finance Commission had
raised the weightage given to this crite-
rion from 25 percent of the Sixth and
Seventh Finance Commissions to nearly
45 per cent. To correct this, the Com-
mission worked out for Punjab, a ‘no-
tionaldistance factor equal to the distance
of the per capita income of Punjab from
that of the state which has the second
highest per capita income, namely,
Haryana. In other words, the income
distances in the case of Punjab and
Haryana have for this purpose, been
treated as equal’ [Finance Commission,
1984, para 6.42, p. 53] This is reasonable
enough but could be made more pro-
gressive if, for all the states, the ‘distance’
was measured not from the actual but
from the notional per capita income of
Punjab.

The Ninth Finance Commission
(1990-91 to 1994-95) kept the share of
the states in the divisible excises at the
same 45 per cent but made certain
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changes in its allocation which presum-
ably would add to the progressivity of the
devolution. The main change was to raise
the share kept reserved for deficit states
from about 10 per cent, kept by the Eighth
Finance Commission, to 16.5 percent. As
a consequence, the divisible pool of the
excise duties was distributed between
different states on the basis of the fol-
lowing percentages: (i) 25.0 per cent on
the basis of the 1971 population; (ii) 12.5
per cent on the basis of income adjusted
total of the population (TATP); (iii) 12.5
per cent on the basis of a composite index
of backwardness, being a combination,
with equal weight, of two indices,
namely, population of scheduled castes
and scheduled tribes, and the number of
agricultural labourers as per the 1981
Census; (iv) 33.5 per cent on the basis of
distance of per capita income from that
of the state with the highest per capita
income; (v) 16.5 per cent to deficit States
in proportion to their post devolution
deficits.

The Planning Commission

Prior to the Fourth Plan, plan assis-
tance was based on states’ needs and
ability to implement the plan as judged
by the Planning Commission. Moreover,
it was mainly schematic in nature and
came in the form of a string of conditional
grants. It was in the Fourth Plan
(1969-74), that the problem of imbalance

in development as between states and the
need to give plan grants taking cogni-
zance of such imbalance was recognised:
‘The problem of imbalance in
development as between states is highly
complex (1.38) .. To the extent that the
deficiency of resources in a state is not
due to defects of management, the allo-
cation of Central assistance might help
(1.39) Balanced regional development
and dispersal of economic activity are
closely interrelated. Growth and diver-
sification of economic activity in an
under-development area can take place
only if the infrastructure required for this
is provided in an adequate measure (1.40)
... Hence, after providing for the
requirements of the states of Assam,
Nagaland, and Jammu and Kashmir,
Central assistance to the remaining states
for the Fourth Plan will be distributed as
follows: (i) 60 per cent on the basis of
population; (ii) 10 per cent on the basis
of their per capita income if below the
national average; (iii) 10 per cent on the
basis of tax effort in relation to per capita
income; (iv) 10 per cent for allocation in
proportion to the commitments in respect
of major irrigation and power projects;
and the remaining (v) 10 per cent for
distribution among states to assist them
to tackle special problems’ [Planning
Commission, 1970, Pp. 17-18]. As Prof.
D. R. Gadgil was then the Deputy
Chairman of the Planning Commission,
the above formula of distribution among
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states came to be known as the Gadgil
formula. In the Fifth Plan (1974-79), the
distribution between states was done on
the same Gadgil formula.

The Sixth Plan (1980-85) modified
the Gadgil Formula as follows: (i) 60 per
cent on the basis of population; (H) 20
per cent on the basis of their per capita
incomeif below the national average; (iii)
10 percent on the basis of tax effort in
relation to per capita income; and the
remaining (iv) 10 per cent for special
problems. It will be noticed that, in effect,
the Gadgil formula was modified in only
one respect: the share of 10 per cent in
proportion to the commitments in respect
of major irrigation and power projects
was dropped and added to the share of
states with per capita income below the
national average. Moreover, the whole of
the Central assistance to the 14 non-
special category states, amounting to Rs
9,300 crore, was not based on the
modified Gadgil formula. Only Rs 7,700
crore (82.80 per cent) were distributed
according to the modified Gadgil formula
while the remaining Rs 1,600 crore were
distributed according to a new criterion,
earlier mentioned, called the IATP
devised by the Seventh Finance Com-
mission. The Seventh and the Eighth
Plans continued to use the modified
Gadgil formula but gave up the IATP
criterion. We have not been able to trace
the term IATP explained in the Sixth Plan

document. As mentioned above, the
concept, though not the term, was first
used by the Seventh Finance Commis-
sion. Evidently, for the Sixth Plan to use
it, the concept was somewhere in the air.

To sum up, the transfers from the
Centre to the states’ revenue consist of 0)
states’ share of central taxes, and (ii)
grants from the Finance Commission, the
Planning Commission and other central
agencies. In Table 7, we shall relate these
to the own revenues of the states (col. 7).

Thus, over the years, the transfers
from the Centre to the states have con-
stituted an increasing proportion, from a
mere 15.45 percent in 1950-51 to 66.18
per cent in 1991-92, of the states’ own
revenues. Moreover, as detailed above, a
large part of these transfers have con-
sciously been made increasingly more
progressive, the poorer states getting
more than the richer ones. Nevertheless,
the disparities between the states have
increased; in 1960-61, the highest per
capita net state domestic product was
1.70 times the lowest. In 1990-91, the
highest was 3.19 times the lowest.

The reason is that a large part of the
transfers from the Centres to the states are
not in the form of specific grants for
specific items in which a state may he
lagging behind as the First Finance
Commission had suggested; by and large
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Table 7. Total Transfers from the Government of India as a per cent of States’ Own Revenues
(Rs Crore)

Year States’ Grants Total States’ Total States’ Own Col. 4
Share of from Transfer Revenue Revenue as per cent of
Central Centre (Cot. 5-4) Col. 6
Taxes

(1) (2) (3) (4) (5) (6) (7)

1950-51 53 53 396 343 15.45
1951-52 53 25 78 393 315 24.76
1952-53 73 29 102 432 330 30.91
1953-54 73 36 109 469 360 30.28
1954-55 72 44 116 500 384 30.21

1955-56 74 53 127 544 417 30.46
1956-57 78 44 122 598 476 25.63
1957-58 116 74 190 684 494 38.46
1958-59 151 82 233 765 532 43.80
1959-60 157 103 260 870 610 42.62

1960-61 169 122 291 1,012 721 40.36
1961-62 179 195 374 1,073 699 53.51
1962-63 224 209 433 1,284 851 50.88
1963-64 258 229 487 1,490 1,003 48.55
1964-65 258 270 528 1,635 1,107 47.70

1965-66 275 354 629 1,830 1,201 52.37
1966-67 347 402 749 2,112 1,363 54.95
1967-68 407 453 860 2,433 1,573 54.67
1968-69 487 494 981 2,817 1,836 53.43
1969-70 625 531 1,156 3,172 2,016 57.34

1970-71 756 566 1,322 3,371 2,049 64.52
1971-72 942 852 1,794 4,045 2,251 79.70
1972-73 1.061 926 1,987 4,912 2,925 67.93
1973-74 1,162 937 2,099 5,552 3,453 60.79
1974-75 1,229 1,022 2,251 6,432 4,181 53.84

1975-76 1,599 1,219 2,818 7,938 5,120 55.04
1976-77 1,680 1,505 3,185 9,037 5,852 54.43
1977-78 1,806 1,838 3,644 9,931 6,287 57.96
1978-79 1,953 2,473 4,426 11,647 7,221 61.29
1979-80 3,408 2,086 5,494 13,629 8,135 67.54

(contd.)
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Table 7. (Concld.)
(Rs Crore)

Year States’ Grants Total States’ Total States’ Own Col. 4
Share of from Transfer Revenue Revenue as per cent of
Central Centre (Cot. 5-4) Col. 6
Taxes

(1) (2) (3) (4) (5) (6) (7)

1980-81 3,789 2,623 6,412 16,293 9,881 64.89
1981-82 4,260 2,726 6,986 18,455 11,469 60.91
1982-83 4,633 3,382 8,015 21,126 13,111 61.13
1983-84 4,296 3,671 7,967 21,501 13,534 58.87
1984-85 5,855 4,762 10,617 27,426 16,809 63.16

1985-86 7,260 6,323 13,583 33,424 19,841 68.46
1986-87 8,384 6,985 15,369 38,226 22,857 67.24
1987-88 9,726 8,377 18,103 44,160 26,057 69.47
1988-89 10,736 9,660 20,396 50,421 30,025 67.93
1989-90 13,097 8,505 21,602 56,535 34,933 61.84

1990-91 14,242 12,643 26,885 66,467 39,582 67.92
1991-92 16,848 15,226 32,074 80,536 48,462 66.18

Note: States’ share of GOI tax revenue shown in col. 2 includes, besides income tax and Union excise duties,
other minor taxes and duties, such as, estate duty.
Source: RBI, Report on Currency and Finance, 1993-94, Statement 106, and corresponding statements of
previous issues.

the states are free to spend their revenues,
including the transfers from the Centre,
as they like. The states prefer this because
of justifiable fear of excessive control of
the Centre and will be reluctant to agree
to specific grants for specific items.

This will completely change the role
of the Planning Commission. But, once
the principle is accepted, it should not be
difficult to revise, the present role and
devise an appropriate instrumentation for
the new role. After all, in spite of the five
year plan which the Planning Commis-
sion prepares, the annual plan is the

operative part of planning and no wonder
that its main concern is almost exclu-
sively the budgetary resources of the
government. Inevitably, much of the
work done in the Planning Commission,
in effect, is a duplication of the jobs of
different ministries. The investment
allocations made to different ministries
coming out of an elaborate mathematical
model ensuring inter-sectoral consisten-
cies are adjusted to fit into the budgetary
resources on a pro rata basis which has
no scientific base. As a consequence, the
annual plan is a ‘compromise’ formula
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between the several contending recipi-
ents; in other words, it is a political
solution. The Planning Commission
yields because, unlike the ministries, it is
not directly involved in the day-to-day
implementation of programmes and
projects and the underlying policy mak-
ing. In short, in spite of all the accumu-
lated knowledge and information which,
presumably, enables the Planning
Commission to take a long and
medium-term development perspective,
it does not know enough of how the
government functions from day-to-day
[Gupta, 1989. Pp. 71-72, suitably edited,
hopefully, without distortion).

For the states to agree to specific
grants for specific items and the con-
comitant Central control, what is needed
is a body entrusted with the task of
transfer of resources from the Centre to
the states which will be under the control
of the Inter-State Council envisaged in
Article 263 of the Constitution so that it
remains under the collective control of
the states rather than that of the Central
government. The appointment of its
members should be approved by the
Council and, in all matters relating to
Centre-State financial and economic
relations, the President should be guided
by the Council and not by the Central
Cabinet. For this purpose, a new body is
not necessary. In fact, we should avoid

creating a new body because the exis-
tence of several agencies, as at present,
has prevented an integrated look at the
totality of resources and the needs of the
states and the Centre. ‘Were the Planning
Commission to be so constituted as to
inspire the confidence of the states, the
task of sharing of resources between the
Centre and the states and as between
states could safely he entrusted to such a
body’ [Gulati and George, 1988, p. 32].
Then, it will be advisable to merge the
Finance Commission into the Planning
Commission, being a permanent body
(though not necessarily with permanent
membership), as a single body charged
with the allocation of resources from the
Centre to the states a major purpose of
which would be to reduce the disparities
among the states. This implies that a
major partof the transfers from theCentre
to the states, the quantum of which should
be decided by the Inter-State Council,
should be in the form of specific grants-
in-aid for items in which particular states
are lagging behind.

In contrast, the several ministries may
not have the knowledge and information
sufficient to take a long or medium-term
development perspective of the ,entire
economy but they have enough admin-
istrativeand technical expertise to project
a five year programme of works and
projects with well-defined priorities and
sequencing so that, given the annual
budget allocations, they can more easily
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and more meaningfully present a state-
wise programme for a given year and
update the programme for the next five
years. The purpose of determining the
priorities and sequencing and formulat-
ing a state-wise programme based on
them is to reduce the disparities, in the
particular subject, between the states. Of
course, the disparities in all the subjects
cannot be removed in one year or even in
five years. But, as the First Finance
Commission suggested, a beginning has
to be made in certain crucial areas, such
as, primary education, health and family
welfare, and roads. The concerned
ministries/departments of the Central
government should obtain from the cor-
responding departments of the state
governments the relevant information in
the form of well chosen indicators of
development in the subject and arrange
the states in a descending order of the
indicator. The Planning Commission
should then discuss the matter with each
state government and ask which one, two,
or three subjects it would like to upgrade
its services in the given year and
approximate cost of doing the same. The
manner in which the service(s) may be
upgraded should be left to the state gov-
ernment on condition that the upgrading
is reflected in the chosen indicator. To
ensure that the state governments do not
throw the entire burden of upgradation on
the Planning Commission, the specific
grant-in-aid should made on condition

that the present proportion of the state’s
revenue expenditure being spent on the
particular service shall be maintained.
These are matters of detail and any dif-
ferences of opinion between the Planning
Commission and a state government
should be referred to the Inter-State
Council.

Thus, so far as the ministries/
departments of the Central government
are concerned, planning should largely
consist of putting together their updated
state-wise programmes for the next five
years in the manner of a Rolling Plan. To
this should be appended (i) the annual
plans after they are incorporated in the
annual budgets of the Centre and the
states, (ii) a transparent review of the
implementation of the previous annual
plan to be prepared jointly by the con-
cerned ministry and the concerned
department of the state government. The
Planning Commission should discuss it
with the concerned ministry toensure that
shortcomings and delays are not glossed
over, and (iii) a note on the bureaucratic
practices and procedures, both in the
Centre and the states, which delay plan
implementation, with specific sug-
gestions, in consultation with the con-
cerned parties, as to how these may be
improved. Administrative Reforms
Commissions in the past have remained
more or less confined to the surface of the
administration and have rarely looked
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into the bottom. This cannot be done by
Administrative Reforms Commissions
appointed once in a while. This has to be
a continuing process and should be a
major responsibility of the Planning
Commission in the future.

REGIONAL   IMBALANCE  IN
ECONOMIC DEVELOPMENT

Disparities in the development of
different parts or regions of a country
exist in almost all countries of the world,
developing as well as developed, and it is
increasingly recognized that these must
be narrowed down. In the context of
India, the National Committee on the
Development of Backward Areas in its
Report on General issues Relating to
Backward Area Development (Novem-
ber, 1981) notes: ‘in a large country like
India,disparities in levelsof development
of different parts are inevitable. Regions
differ in their history, their resource
endowment and environment, the level of
infrastructure development and the atti-
tude of the inhabitants to development
opportunities’ [Sivaraman, 1981, para
2.1]. And further: ‘In our country, a very
large number of people believe that the
area they live and work in is, in some
more or less general way, economically
backward. Many of them also feel that
their requirements have been neglected
in the process of planning. This belief has
found expression in the political system
and manifests itself in a large number of

claims for special treatment put forward
by official and non-official organisa-
tions’ [Sivaraman, 1981, para 4.1]. This
is also true of Maharashtra and, in
August 1983, the State Government
appointed a High Level Fact Finding
Committee of Experts to undertake an
objective and in-depth study of the
problem of regional imbalance in the
State. I happened to be its Chairman.
Soon after the Committee submitted its
report (April, 1984), the institute of
Economic Growth invited me to deliver
one of their Silver Jubilee Lectures.

I thought I should take theopportunity
to explain the Maharashtra Committee’s
approach to the problem because, though
it was focussed and confined to the situ-
ation in Maharashtra, there was much in
it which, it seemed to me, might be of
wider interest and relevance. The Sar-
karia Commission makes a polite refer-
ence to this Committee advising the state
governments that ‘they should
commission from time to time objective
studies somewhat on the lines of the
recent Report of the Fact Finding Com-
mittee on Regional Imbalances in
Maharashtra which we have found to be
quite revealing and useful’ [Sarkaria,
1988, Part I, p. 385]. In the following is
the text of my lecture delivered in May,
1984. [Institute of Economic Growth,
Development Perspectives, Silver Jubi-
lee Lectures 1984, Pp. 156-170].
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Though the first two Five Year Plans
of the Government of India made refer-
ence to problems of regional develop-
ment, it was in the Third Five Year Plan
(1961-66) that a separate chapter was
devoted to Balanced Regional Develop-
ment (Chapter IX) suggesting that ‘For
assessing levels of development in
different regions, indicators of produc-
tion, investment, unemployment, elec-
tricity consumption, irrigated area, value
of output by commodity producing
sectors, level of consumption expendi-
ture, road mileage, primary and second-
ary education and occupational
distribution of population are useful’
[Planning Commission, 1962, para 23].
Further, ‘As a comprehensive indicator
of economic progress, estimates of State
income are of considerable interest in
studies of development in different States
and regions. ... There are complex ques-
tions connected with concepts, defini-
tions, and techniques of estimating
‘State’ and ‘Regional’ income and these
have a bearing on the practical value of
various estimates. The State income may
be considered either as the income orig-
inating within the boundaries of a State
or as income accruing to its residents. The
first concept corresponds to the ‘domes-
tic product’ for the country as a whole,
and the second to the national income.
For a comparative study of the level of
industrial and economic development
among States or regions, it is sufficient to

have an estimate of income originating
within the State or region. The estimates
of income accruing to a State, on the other
hand, may serve as a broad measure of
the economic welfare of the resident of
the State as a whole’ [Planning Com-
mission, 1962, para 24].

In 1968, the Government of India
appointed a Working Group on Identifi-
cation of Backward Areas - commonly
known as the Pande Committee [Pande,
1968]. This was mainly in the context of
providing incentives for industrial
development. The Committee recom-
mended the following criteria for iden-
tifying backward districts: (i) distance
from larger cities and large industrial
projects; (ii) per capita income; (iii)
population engaged in secondary and
tertiary activities; (iv) factory employ-
ment; (v) non/under-utilisation of eco-
nomic and natural resources.
Subsequently, the PlanningCommission,
in consultation with the National Devel-
opment Council, recommended the fol-
lowing criteria: (i) Per capita foodgrains/
commercial crops production; (ii)
Proportion of agricultural workers; (iii)
Per capita industrial output (gross); (iv)
Factory employment or alternatively
employment in secondary and tertiary
activities; (v) Per capita consumption of
electricity; (vi) Length of surfaced roads



378 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY JAN-SEPT. 2021

and railway mileage in relation to pop-
ulation. Incidentally, both Pande Com-
mittee and the Planning Commission had
suggested that, for incentives for
industrial development to be given, the
districts should have a certain minimum
level of infrastructural facilities.

The National Committee on Devel-
opment of Backward Areas (NCDBA) in
its Report on industrial Dispersal, refers
to a Seminar on Industrial Development
organized by the Industrial Development
Bankof India in May 1980andnotes what
the entrepreneurs said they wanted for
locating their industries in any area: ‘The
main supports the entrepreneurs want for
location of their industries are: (i) an
existing infrastructure which gives ready
electricity, water supply, commercial
facilities, and communication facilities
with the main industrial centres; (ii) an
existing industrial ethos which has
brought into the population the necessary
discipline in attendance and work
schedules to suit modern industrial
requirements; (iii) approach to the main
marketing centres within reasonable
distance so as to help in the disposal of
the products: (iv) a reasonable raw
material supply close by where industry
depends on local raw materials; (v) a
reasonable footloose industrial labour
which can solve problems of industrial
absenteeism; (vi) social amenities of a

reasonable kind, like educational insti-
tutions, medical facilities and the like, so
as to attract the type of technical and
managerial personnel to such centres on
a reasonable basis; (vii) housing for the
labour and supervisory personnel at rea-
sonable rates of rent;, and (viii) services
for the high income personnel who are a
necessary part of all industrial com-
plexes. The entrepreneurs will move
towards locations where they can find at
least a minimum amount of such facili-
ties’ [Sivaraman, 1981(a), para 7.4]. We
may note that among the items listed
above, (i), (iii), (vi) and (viii) are clearly
physical and social infrastructural faci-
lities which may he regarded as pre-
requisites for industrial location; (ii), (v)
and (vii) cannot be called pre-requisites;
they constitute the industrial environ-
ment which industries create; (iv) is a
pre-requisite for industries which are
based on natural resources.

The problem of identification and
classification of backward areas has been
examined more methodically by the
Chakravarty Committee on Backward
Areas. Its Draft Report is extracted in the
NCDBA’s Report on General issues
Relating to Backward Areas Develop-
ment [Sivaraman. 1981, Annex 4.1]. The
Committee chose the following fourteen
indicators: (1) Density of population per
sq. km. of area; (2) Percentage of agri-
cultural workers to total working force:
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(3) Gross value of output of foodgrains
per head of rural population; (4) Gross
value of output of non-foodgrains per
head of rural population; (5) Gross value
of output of all crops per head of rural
population; (6) Percentage of total
establishments using electricity to total
number of establishments (manufact-
uring and repair); (7) Percentage of
household establishments using
electricity to total household establish-
ments; (8) Percentage of non-household
establishments using electricity to total
non-household establishments; (9)
Numberof workers in registeredfactories
per lakh of population; (10) Length of
surfaced roads per 100 sq. kms. of area;
(11) Length of surfaced roads per lakh of
population; (12) Percentage of male lit-
erates to male population; (13) Percent-
age of female literates to female
population; and (14) Percentage of total
literates to total population.

The choice of indicators inevitably
depends upon the availability of data.
Often, there is much overlap among the
chosen indicators. For instance, among
the fourteen indicators chosen by the
Chakravarty Committee, three relate to
consumption of electricity and three to
literacy. Having chosen a large number
of indicators indicating levels of devel-
opment in fields, some closely related,
others not so closely related, these are
combined into a single index of what

might be called an index of overall
development. This involves two steps.
First, to convert all the indicators to a
common base because one cannot
combine rupees, miles, numbers and
percentages. Two alternative methods
are normally used. One is to rank-order
all the units, say districts, in descending
or ascending order by each indicator.
Thus, districts may be rank-ordered
according to the density of population per
sq. km. and given ranks say from I to 300.
This is done for each indicator. The other
alternative is to convert all indicators to
corresponding indices with a common
base as 100. Thus, the density of pop-
ulation in a district is expressed as per-
centage of the average overall density as
100. This is done for all the indicators.
Both methods reduce the several, indi-
cators to a common base so that they may
be combined.

It should be noted that the two
methods judge the disparities very dif-
ferently. The rank method is particularly
arbitrary. For instance, according to the
1981Census, the literacy rate washighest
in Nagpur (excluding Greater Bombay)
being 54.56 per cent. The next two dis-
tricts in rank order were Pune (54.03 per
cent) and Amravati (51.82 per cent). The
difference between the literacy rates in
Nagpur and Pune was 0.53 percentage
points; between Pune and Amravati, the
difference was 2.21 percentage points.
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But the difference in ranks was one
between Nagpur and Pune and also one
between Pune and Amravati. What is
worse, the difference between the ranks
of Pune and Amravati was one because
there was no district with literacy rate
between the two. If, for instance, literacy
rate of Wardha was between that of Pune
and Amravati, the rank difference
between Pune and Amravati would be
two and not one though the literacy rates
of Pune, and Amravati would have
remained as they were. From this stand-
point, converting indicators to indices is
more satisfactory. The arbitrary element
in that procedure is the choice of the base,
as for instance the overall average. If one
chose another base, such as a norm, a
target, or the maximum, and call it 100,
the disparities in districts as judged by the
index would change too.

Having converted the several indica-
tors to a common base either by rank
ordering or indexing, the next step is to
combine them into a single index of what
might be called the index of overall
development. The chief problem in this
is to decide on how much weightage to
give to different indicators: How much
weight to attach to literacy compared to
electricity or road length? Or for that
matter, how much weight to attach to
male literacy compared to female liter-
acy? Or, again, how much weight to
attach to road length per sq. km.

compared to road length per lakh pop-
ulation. As the National Committee on
the Development of Backward Areas
observes: ‘Since the choice of indicators
does not necessarily reflect a prior anal-
ysis of relevant factors, there is as yet no
acceptable method of aggregation. In
many cases, all the indicators are given
equal weight on the principle of igno-
rance.With this procedure, some variable
which is over-represented in the set
because data are easily available, (e.g.,
literacy) automatically gets a higher
weight’ [Sivaraman, 1981, para 4.17].

In order to construct a composite
index, Chakravarty Committee also gave
equal weight to all the indicators. In the
Ranking Method, the individual ranks of
thedistricts by theseveral indicatorswere
simply added to give a total rank for the
district. Then, taking the medium value
as the cut-off point, all districts which had
a value below the medium value were
classified as backward. By this method,
164 districts (out of a total of 326 districts
taken for analysis) got classified as
backward areas. In the Index Method
also, the aggregate index for a district was
obtained by taking a simple average of its
indices corresponding to the several
indicators. Then, all districts with index
below 100 were taken as backward. 206
districts thus got classified as backward.
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There is a third method of aggregating
a number of indicators into a single
indicator. It is called the Method of
Principal Component Analysis. The
National Committee on the Development
of Backward Areas makes the following
comment on this method: ‘Roughly
speaking, the method of principal com-
ponent analysis can be used to reduce one
set of indicators to a smaller number of
indicators by taking into account the
inter-correlations amongst the indicators
in the original set. The method is useful
if any one of the new set of indicators (a)
explains a substantial proportion of the
variance, and (b) has the expected signs
on the weights attached to each of the
original indicators. There is no guarantee
that this will always be the case’ [Siva-
raman, 198l, para 4.18].

The Chakravarty Committee has used
the Method of Principal Component
Analysis. It was found that 83.02 per cent
of the total variation of the fourteen
variables could be described by three
basic components: 45.04 per cent by the
first, 24.21 per cent by the second, and
13.77 per cent by the third component.
Judging by the signs on the weights
attached to each of theoriginal indicators,
the Committee chose to call the first
component, the Index of Backwardness;
the second component, the Index of Rural
Development; and the third component
the Index of Industrial Development. The

districts were classified on the basis of
only the first component which
accounted for only 45 per cent of the
variation of the set of fourteen indicators
chosen. Out of the 326 districts taken for
analysis 181 were classified as backward.

Thus, the Chakravarty Committee
made use of three methods for aggre-
gating the fourteen indicators it initially
chose. The Ranking Method classified
164 districts as backward; the Index
Method classified 206 districts as back-
ward; the Principal Component Analysis
classified 181 districts as backward. Of
these, 155 districts were classified as
backward by all the three methods and
the Committee thought that they consti-
tuted ‘the hard core of backward areas in
the country’. This is rather arbitrary. The
three methods are based on the same set
of indicators and the methods differ only
in the manner in which the several indi-
cators are aggregated to give a single
indicator. Naturally, a number of districts
are classified as backward by all the
methods. But there is little justification to
call them the hardcore of backward areas.
Incidentally, we may note that the simple
ranking method identified 164 districts,
which is half of the districts considered,
as backward and of these 155 were
common to the other two methods.
Hence, as a single method of combining
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the several indicators, at any rate in the
present case, the simple ranking method
appears to be adequate.

From the operational standpoint, the
most important criticism made by the
National Committee on the Development
of Backward Areas (NCDBA) of a
composite index of backwardness, how-
soever arrived at, is that it ‘does not
classify districts into problem categories
and, in fact, further analysis is required
in order to do this’ [Sivaraman, 1981,
para 4.20]. Hence, the NCDBA asks
whether, rather than using a composite
index obtained by combining a number
of indicators, one could use simple
measures like the percentage of popula-
tion below the poverty line or the rate of
unemployment or the value of the
domestic product per capita. The Com-
mittee does not find these measures sat-
isfactory. It says: Poverty and
unemployment may be manifestations of
backwardness but are certainly not
causative factors’ [Sivaraman, 1981,para
4.22]. With regard to estimates of
domestic product at district/block level,
some rudimentary calculations are pos-
sible. However, the usefulness of such
income estimates is open to question.

The income generated in an area is not
the same as the income accruing. At the
block or district level the differences
between these two concepts can be quite

substantial. For instance, a block of a
district in which a very large industrial
enterprise is situated will show a high
level of income from manufacturing. But
a substantial proportion of this income
may accrue to people outside the
block/district in the form of profits or
even wages. Apart from this, there are
also some difficulties in defining clearly
the income generated within a district
from activities such as rail transport,
power distribution, etc. Even simple
measures such as population below the
poverty line, or the rate of unemploy-
ment, or the per capita domestic product,
are not usually recommended to be used
singly as indicators of development. If
they are to be used together, the problem
of combining them in a composite index
arises. Further, these sample measures,
whether used singly or combined into a
composite index, do not classify the
districts into what the NCDBA calls the
problem categories.

The NCDBA also asks whether ‘ins-
tead of using an overall index, it may be
easier to define sectoral indices to
identify backwardness with respect to
specific sectors of development, e.g.,
agricultural backwardness, industrial
backwardness, educational backward-
ness, etc.,’ and observes: ‘Such indices
may be of use in the monitoring of
regional inequalities at the sectoral level.
In particular, the concept of industrial
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backwardness may have some validity.
But as a general answer to the problem of
identifying backward areas, the sectoral
index approach is not very promising’
[Sivaraman, 1981, para 4:24].

Thus, the NCDBA does not approve
using an overall index to identify back-
ward areas. Instead it recommends that
the following problem areas should be
recognised as backward: (i) Chronically
drought-prone areas; (ii) Drought areas;
(iii) Tribal areas; (iv) Hill areas; (v)
Chronically flood-affected areas; and(vi)
Coastal areas affected by salinity. The
Committee views these as six types of
fundamental backwardness and recog-
nises that an area may suffer from the
handicaps of more than one type of
fundamental backwardness. Besides
these six types of fundamental back-
wardness, the NCDBA recognises two
other handicaps: One is the prevalence of
feudal elements in production relations
and social structure. The second is the
lack of administrative presence. The first
requires fundamental restructuring of
society. Regarding the second, the
NCDBA recognises the gravity of the
problem but would not treat administra-
tive backwardness as another type of
backwardness. It says: ‘To begin with,
administrative backwardness is not
readily measured in any objective man-
ner. The absence of institutions and the
number of vacant posts can be quantified

but the poor quality of personnel cannot
be reduced to any index. Secondly, the
answer to this problem lies in adminis-
trative action and not in any special area
development programme. Finally, many
of the areas suffering from administrative
deficiencies are, in fact, the areas of
fundamental backwardness listed earlier’
[Sivaraman, 1981, para 4.38].

The NCDBA’s reluctance to use a
single indicator, composite or otherwise,
to identify backward areas or districts is
understandable. But it seems that the
NCDBA is going to the other extreme in
setting aside all quantitative data and
instead identifying backward areas or
districts on the basis of what it calls types
of fundamental backwardness. In fact, in
examining regional imbalance in devel-
opment and suggesting remedial mea-
sures, it does not seem either essential or
relevant to classify areas or districts into
two classes called backward and non-
backward. The main purpose should be,
what the NCDBA calls, ‘to monitor
regional inequalities’ and this, as the
NCDBA points out, has to be done at
‘sectoral level’. Even in relation to a
sector, the purpose should not be to
construct indicators to identify broad
sectoral backwardness, such as, agricul-
tural backwardness, industrial back-
wardness, educational backwardness,
etc. What is needed is to examine
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disparities in specific sectors of devel-
opment and measure the backlog of the
areas or districts lagging behind in each
sector in much greater detail, so that the
disparities are identified in operationally
meaningful terms and remedial action
initiated.

This is how the Maharashtra Fact
Finding Committee (FFC) on Regional
Imbalance approaches the problem. We
may illustrate its approach by reference
to Road Development. As mentioned
earlier, road length per 100 sq. kms. and
road length per lakh population are often
used as indicators of road development.
They are not quite satisfactory and
sometimes give even contradictory indi-
cations because neither area nor popula-
tion by itself provides an adequate basis
for determining the road requirements of
a region or a district. Sometimes, the road
requirement of a region or a district is
sought to be determined by the level of
its generaldevelopment. For instance, the
Nagpur Road Plan (1943) was based on
the assumptions (i) in agriculturally
developed areas no village should be
more than Smiles from a Main road and
more than 5 miles from any Other road,
and (ii) in agriculturally less developed
areas, no village should be more than 20
miles from a Main road and more than 5
miles from any Other road. The 1961-81
Road Plan distinguished areas into three
categories, developed, semi-developed,

and under-developed, and sought to give
more road length in developed than in
semi-developed areas and underdevel-
oped areas. Road plans based on such
assumptions would obviously increase
the regional disparities in development
and hence their norms would not provide
a legitimate basis for judging back
wardness in road development. What is
needed are norms of road requirements
which are independent of the present
level of development of an area and
which takes into account the distribution
of the population over the area in hab-
itations of various sizes such as villages
and towns.

With this in view, the Maharashtra
FFC on Regional Imbalance begins by
defining the functions of a roads system
distinguished into two categories,
namely, the Main Roads system and the
Other Roads system. The Main Roads
system comprises the National High-
ways, State Highways, and Major Dis-
trict Roads and its function is to connect
a district town to the district towns of
adjoiningdistricts and, within the district,
to connect the tehsil towns mutually and
to the district town. Fortunately, the Main
Roads system in Maharashtra already
met these requirements though the con-
nections were not all of the desired
standard and/or via the shortest routes.
Hence, as minimum requirements, the
Committee suggested that (i) all roads
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(via shortest routes) connecting district
towns, and tehsil towns to the district
town should be fully asphalted with
single-lane carriageway complete with
bridges, so that they are all-weather
roads; (ii) the roads connecting tehsil
towns mutually (via shortest routes)
should also be all-weather roads but they
may have only water bound macadum
(w.b.m.) surface.

With these specifications, the Com-
mittee proceeds to work out the cost of
bringing the Main Roads system in each
district to the desired level. The total cost
estimated at 1982 prices amounted to Rs
245 crore and which was shown dis-
trictwise. To ensure that work proceeded
in a manner so that disparities between
districts were reduced at every stage, the
work was split up into nine priority
categories to be taken up in that order as
far as possible. For instance, the first
priority was to connect a district place to
all adjoining district places by asphalt
surfaced roads; the second priority was to
construct missing cross drainage works,
minor and major bridges on all the roads,
etc. The last and the ninth priority was to
provide high level minor/major bridges
in the place of existing submersible
bridges/causeways on roads connecting
two tehsils towns. Costs of works in each
priority category was worked out dis-
trictwise. This makes the measure of

disparities in road development
operationally meaningful and amenable
to remedial action.

As to the Other Roads system, com-
prising Other District Roads and Village
Roads, its primary function is to connect
the villages mutually and to the Main
Roads system. The Committee suggested
that these roads too should have w.b.m.
surface; they may not be fully bridged but
should be provided with culverts on small
streams and causeways at minor river
crossings.But here the Committeedid not
work the cost of bringing the Other Roads
system in each district to these specifi-
cations. It took an intermediate position.
It asked what the average level of
development was, in this respect, in the
State as a whole. For instance, in 1982,
50.22 per cent of all villages in the State
were so connected. In comparison, only
34.98 per cent of the villages in Pune
district were so connected. Clearly, Pune
district lagged behind in the matter of
development of the Other Roads system
and one could work out the cost of
bringing it to the State average level. But
the Committee recognised that, as an
indicator of development of the Other
Roads system, percentage of villages
connected to the Main Roads system
discriminated against districts with many
small villages.
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For instance, in Raigad district 52.91
per cent of the villages were connected to
the Main Roads system which was above
the State average of 50.22 per cent. But,
in terms of the population, only 62.31 per
cent of the rural population in Raigad
district was connected to the Main Roads
system compared with the State average
of 68.35 per cent. Thus, on the basis of
percentage of villages connected to the
Main Roads system, Raigad district
would appear as ahead of the average
development of the Other Roads system
in the State; but, on the basis of the
percentage of rural population so con-
nected it would appear as lagging behind
the average development in the State.
Hence, one must choose between the two
indicators. The Committee chose per-
centage of rural population so connected
to the Main Road system as the more
appropriate indicator of development of
the Other Roads system. Judged by this
indicator, a number of districts were seen
to lag behind the State average. The
Committee worked out the cost of
bringing each such district to the State
average as then obtaining. The Commit-
tee called this the backlog of the district
in the development of the Other Roads
system. The backlog of all the districts so
lagging behind added up to Rs 320 crore.

The difference between the
approaches adopted in the case of the
Main Roads system and the Other Roads

system may be noted. In the case of the
Main Roads system the situation in dif-
ferent districts was compared with cer-
tain absolute norms set. In the case of the
Other Roads system, the situation in
different districts was compared with the
average development in the State. In the
former case, the Committee examined
underdevelopment in relation to certain
absolute norms. In the latter case, it
examined disparities in development in
relation to the actual average develop-
ment in the State. For obvious reasons,
the Committee could not apply the latter
approach to the Main Roads systems.
But, barring such exceptions, the latter
was the Committee’s general approach.
The Committee was concerned, not with
underdevelopment in relation to an
absolute norm of development but, with
disparities in development among dis-
tricts. We may take another illustration,
namely, education. Note that the
Committee chose to examine the situa-
tion specifically in education and not
generally in literacy. In education, it
considered General Education and
Technical Education separately and a
breakup of General Education into Pri-
mary, Secondary, pre-University and
University, and Adult Education. The
Committee examined these categories
separately and determined the backlog of
the districts lagging behind the average
level of development in the State. For
instance, consider Primary Education.
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There can be many causes underlying
lack of development in primary educa-
tion, such as, shortage of schools, short-
age of teachers, shortage of trained
teachers, and too many single-teacher
schools. Hence, there were several pos-
sible indicators to judge the development
of primary education. The Committee
considered six indicators. They were: (i)
Number of primary schools per lakh of
population; (ii) Enrolment in primary
schools per lakh of population; (iii)
Number of teachers in primary schools
per lakh of population; (iv) Percentage of
trained teachers to all teachers in primary
schools; (v) Percentage of single-teacher
schools to all primary schools; and (vi)
percentageof enrolment in single-teacher
schools to enrolment in all primary
schools. The Committee worked out the
lag of each district in each of these items
if it was found lagging behind the State
average. For instance, in Thane district,
the lag consisted of 602 schools, 61,137
students, 2,405 teachers, 2,648 trained
teachers and 226 too many single-teacher
schools involving 11,525 too many stu-
dents, in such schools. In Parbhani dis-
trict, the lag consisted of 126 schools,
79,020 students, 22,431 teachers, 2,715
trained teachers, and 264 too many
single-teacher schools involving 18,224
too many students in such schools.

Of course, some of these items were
related. For instance, much of the lag in
the number of teachers might be removed
while removing the lag in the number of
schools and reducing the number of
single-teacher schools. But this was not
necessarily so. For instance, in Auran-
gabad, Beed and Nanded districts, there
was no lag in the number of schools, but
there was a lag in the number of teachers.
There were too many single-teacher
schools in these districts and reducing
their number might remove part of the lag
in the number of teachers. Lag in the
number of trained teachers was an inde-
pendent item and called for independent
action. The situation in each district
needed to be examined in detail before
suggesting remedial action. In the
absence of necessary detail, the Com-
mittee chose the number of primary
school teachers per lakh of population as
operationally the most meaningful indi-
cator and used it as the basis for esti-
mating thecost of bringing up, to the State
average, the districts lagging behind. The
State average was 364.5 primary school
teachers per lakh of population. To bring
all the lagging districts to this level
needed 12,853 additional teachers. With
teachers come all the other necessities
and incidentals; the total cost was esti-
mated at Rs 10,000 per teacher which was
not the cost of the teacher alone but the
cost of primary education per teacher. On
this basis, the backlog of all the districts
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lagging behind in primary education was
estimated at Rs 12.85 crore. Of course,
this was worked out district by district.

This is the essence of the approach of
the Maharashtra FFC on Regional
Imbalance. The FFC examined a total of
27 different items of development in this
manner and worked out the backlog of
each district, if any, in each case. These
were: Main Roads, Other Roads, Irriga-
tion, Village Electrification, Energising
of Agricultural Pump-sets, Primary
Education, Secondary Education, Pre-
University and University Education,
Adult Education, Industrial Training
Institutes, Technical High
Schools/Centres, Technical Training in
Higher Secondary Schools, Vocational
Courses. Polytechnics, Primary Health
Sub-Centres, Rural/Cottage Hospitals,
Hospital Beds, Water Supply to Problem
Villages, Piped Water Supply to
Problem-Villages, Urban Water Supply,
Land Development by Command Areas
Development Authorities (CADA), Land
Development in non-CADA Areas,
Contour Bunding, Terracing, Nala
Bunding,LandDevelopment-cum-Horticultural
Development, and Veterinary Institutes.
These items covered a little over 40 per
cent of the approved outlay in the Annual
Plan (1983-84) of the State. The Com-
mittee recommended that more items

should be added to this list provided the
outlay on them could be broken up dis-
trictwise.

Having thus assessed the backlog,
item by item or sector by sector, the
backlog of each district was aggregated.
For the items examined, the total backlog
for all the districts amounted to Rs
3,186.78 crore which incidentally was a
little more than twice the annual plan
outlay for 1983-84. It might be noted that
none of the 25 districts was found lagging
behind inall the items examined and there
was no district which did not lag behind
in any of the items; every district was
found lagging behind in one or more
items. Hence, the backlog of a district
aggregated over all the items examined
and divided by its population may be
considered a measure of indicator of its
backwardness. An advantage of this
measure is that it gives precisely the items
in which a district is lagging behind, it
suggests remedial action in operational
terms and gives an estimate of its finan-
cial cost.

After assessing the aggregate backlog
of each district, the FEC proceeded to
examine how the process of removing the
backlog might be initiated within the then
existing framework of Planning and
Development in the State. There pre-
vailed a general opinion that additional
central assistance should be available for
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this purpose. There were indications in
the Sixth Plan in support. For instance:
‘Central policies with respect to resource
transfers will need to be suitably tailored
to the benefit of backward regions and
broadly in relation to the effort made by
the states in this regard. The IATP for-
mula introduced in 1979 and the doubling
of the segment for backward States in the
Gadgil Formula for allocation of Central
assistance for State Plans illustrate the
effort made in recent years to modify the
distribution of resources in favour of the
backward States. ... There are however,
obvious limits to the role of Central
assistance in the promotion of backward
areas and reduction of regional imbal-
ances in development’. [Planning Com-
mission, 1981, p. 87]. This is crucial. It
calls for a commitment that not only any
additional central assistance that might
become available but the entire resources
at the disposal of the Slate would he
directed to reducing the disparities in
development within the State. In partic-
ular, the effortof theState in this direction
would not depend upon and would not be
limited to any additional central assis-
tance forthcoming.

Hence, for purposes of removal of
backlog, the FEC took the total resources
as given. Also, it did not make any rec-
ommendations for re-allocation of
available funds between sectors; for

instance, it did not suggest larger allo-
cation to sectors in which the regional
disparities were greater. This was
because the requirements of sectoral
balance were equally important and must
be independently determined. Further, to
avoid defusing the focus on the problem
of regional disparities, the FEC did not
examine present policies and pro-
grammes in the several sectors and sug-
gest any changes in them. All this is
important because every conceivable
device has been used to get around the
problem of regional disparities. Working
within a given total of development
funds, its sectoral allocation, and poli-
cies, and programmes in the several
sectors and focusing attention on the
regional disparities and backlog, has the
advantage that action can be initiated
without delay to remove the backlog.

It is obvious that, within the limits of
available funds, if a specific backlog is to
be removed or reduced as rapidly as
possible, the entire approved outlay on
the specific sector/ sub-sector/ scheme/
programme must be expended in the
districts which have a backlog in the
corresponding subject. There are two
qualifications. These arise from the need
to make some provision for (a) com-
pleting certain on-going works/ projects
not relevant to removal of specific
backlog, and (b) meeting the needs of
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natural growth. In this matter, presum-
ably, completion of the on-going works/
projects which would help removal of
specific backlog would naturally receive
priority. However, some provision would
be needed for completing some of the
on-going works/ projects not so relevant
to removal of the specific backlog.
Among the specific sectors, etc., covered
by the FEC, Roads and Irrigation had a
large number of on-going works many of
which would be located in the non-
backlog districts/ areas or would not be
otherwise relevant to removal of the
specific backlog. The situation presents a
dilemma. On the one hand, if one takes
the otherwise reasonable view that the
on-going or incomplete works should
first be completed before undertaking
any new ones, the process of reducing the
present backlog in the lagging districts
may, in many cases, be postponed by
several years and the completing of the
on-going works first may in fact enhance
the present disparities. On the other hand,
if one takes the otherwise necessary view
that no more development in the non-
backlog district should be allowed until
the present backlog in the districts
lagging behind was removed, all the
expenditure already incurred on some of
the on-going works might be wasted.

Hence, one must take a balanced view
of the situation. Though some provision

has to be made for completing the on-
going works, one must, of necessity, be
highly selective in deciding which
on-going works to complete and in which
order. In general, the choice will have to
be made on the basis of the stage at which
a given work remains incomplete. A
scrutiny of the so-called on-going works
will show that, in many cases, no more
than a token beginning has been made.
These should be sorted out and all such
works, not relevant to removal of specific
backlog, should be declared postponed
for the duration of the current plan so that
their claim as on-going works is not
pressed in each successive annual plans.
On the other hand, in some cases, work
would have progressed too far for its
completion to be postponed. These may
be completed within the small provision
that one must make for the purpose.

The second ground on which some
provision has lobe made, not related to
removal of specific backlog, is the needs
of natural growth. These are large in the
social services such as education and
health; even to maintain the present level
of these services, they must expand in
proportion 10 population or say at the rate
of 2 per cent per annum. We are again
faced with a dilemma. The needs of
natural growth are very large, in some
sectors such as education, so much so
that, if these were to be fully met, almost
the entire plan funds would be committed
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to this purpose and little would be left to
remove the backlog in the lagging dis-
tricts. On the other hand, if the needs of
the natural growth were not fully met, the
level of services now reached would not
be maintained. The conclusion is ines-
capable. If the backlog of the districts
lagging behind is to be removed or
reduced, it may not be possible to main-
tain the present level of some of the
services reached in some of the advanced
districts.

On a balance of considerations, the
FFC suggested that 15 per cent of the
available funds should be reserved for (a)
completing some of the on-going
works/projects not relevant to removal of
specific backlog, and (b) to meet the
needs of natural growth and emphasized
that this should be considered the maxi-
mum allowable on this account. The FPC
warned that any larger diversion of funds
for these purposes would seriously retard
the process of removing or reducing the
present disparities. It recommended that
the remaining 85 per cent of the available
funds, item by item, should be given only
to the districts with a backlog, in pro-
portion to the backlog in the particular
item. This implies a certain acceleration
of the pace of development in the districts
lagging behind and, to that extent, a
certain slowing down of the pace of
development in the districts which are
already ahead. There appears reluctance

to admit this implication of a policy and
a programme of reducing the prevailing
regional disparities. It is important that it
is recognised and stated explicitly.

It is equally important to recognize
that there cannot be any time-bound
programme for removing the present
disparities. In each sector, the time
required to bring up the lagging areas to
the present State average will depend
upon the sectoral allocation and the size
of the backlog. The concept of lifting the
areas below the State average up to the
State average is not a programme to be
completed in a given time, but a process
which continues. As the areas below the
average begin to be lifted to the present
State average, the State average also rises
and some areas, which until now were
above the average, might fall below the
new average. The process continues.

Speaking of economic development,
one often vaguely talks of raising the
average. But the average may be raised
either by lifting the top or by lifting the
bottom. These are two alternative strat-
egies of development. The first is often
chosen on grounds that it raises the
average faster. It may do so. But in the
process, the distance between the top and
the bottom increases to the point of
becoming insufferable. Even in purely
economic terms, existence of large dis-
parities within an economy inevitably
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limits the possibilities of overall
development and growth. The other
alternative, lifting the bottom, may
appear slow in raising the average, but the
process continuously widens these pos-
sibilities by broadening the base of
development and growth. The problem of
regional disparities has been with us for
far too long. In approaching it with the
strategy outlined by the Maharashtra Fact
Finding Committee on Regional Imbal-
ance in Maharashtra, namely, develop-
ment by lifting the bottom, there is a
chance to make a new beginning.
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FOREWORD

The foreword to Publication No. 26 Report on the Poona.

Schedules of the National Sample Survey contains the following

paragraph

"The canvass of the Poona Schedules was based on a programme

of four periodic visits to the selected households. The sudden discon-

tinuance of the Poona Schedules after the first visit, therefore, detracts

much from the value of the results, at least on items liable to considerable

seasonal variation. For that reason we have not undertaken, in the present

Report, any examination and analysis of the material presented. Another

reason for not attempting an analysis of the data was the character of

the survey. The National Sample Survey has been termed multi-purpose

and it has no specific purpose beyond that of collection and presentation

of data. Therefore, it was thought proper merely to present the data with

full details of procedures regarding their collection and tabulation but

without comment or interpretation which would necessarily involve

addressing oneself to specific questions and adopting particular points

of view. We also feel that before any useful analysis is attempted, a

careful scrutiny and assessment of the material is necessary. This is now

being undertaken and it is hoped to publish the results in a subsequent

publication".

This publication embodies the results of the analysis of the

material which was in hand at the time of the previous publication. The

data collected with the help of the Poona Schedules during 1950-51 have

been presented in it in significant groupings and with appropriate

breakdowns. The data are presented as portraying, within certain limits,

some broad features of the Indian economy, at the time the survey was
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undertaken. They relate in particular to certain elements which might

be termed structural elements of the economy such as population

composition, occupational structure, land utilisation, volume of live-

stock and capital equipment such as implements, and machinery. They

also give details relating to transactions or operations during the year

whichmayeither representcomparativelystable features of theeconomy

or may be closely related to characteristics of the annual season. Such

are the data relating to employment, to livestock business, the com-

modity and other transactions recorded for part of the year covered by

the period of the survey. The chief use of the publication is expected to

be provision of classified data with a fairly wide coverage relating to

some of themain structural characteristics of the economyof thecountry.

There is a discussion at the end of the publication of the margin of error

involved in various estimates that might be based on these N.S.S. data.

It is clear from this discussion that even the estimates pertaining to large,

regions are in most directions liable, to a margin of error that would

seriously limit their use. This, however, is a matter which relates to the

design of the sample survey and the objectives at which it aims. Within

the limitations imposed, the exposition in the publication is directed

towards setting out the data in various directions and briefly indicating

the main features which emerge on their examination.

We are grateful to Government for permitting us to bring out this

publication. The present report is being published in the form it was

submitted to Government of India. The views contained in the report

are not necessarily those of the Government of India.

30th November 1954.
Gokhale Institute of Politics and D. R. GADGIL.

Economics, Poona 4.
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I. INTRODUCTORY

1.1 This report is supplementary to the
‘Report on the Poona Schedules of the
National Sample Survey (1950-51)’
earlier published by the Institute. That
Report was largely concerned with the
procedures and methods involved in the
initial setting up of the National Sample
Survey by the Government of India. The
results of the survey based on the Poona
schedules were given in Chapter VI of
that Report. The results were however
given only in a summary form on an
all-India basis without any regional
breakdown and no examination or anal-
ysis of the material was attempted. The
present Report is an expansionof Chapter
VI of the earlier Report and attempts a
fuller presentation of the statistical
material collected through the Poona
Schedules in the first round of the NSS
during 1950-51.

1.2 The expansion will be developed
in three directions. In the first instance,
in the earlier Report only the all-India
tables reduced to per 10,000 families
were included, though similar tables for
each one of a number of States were
prepared and made available in a
memeographed volume supplementary
to the Report. In the present Report, we
intend giving the State tables in a sum-
mary form.

1.3 The State tables were prepared for
17 separate states or groups of states. For
some of these the number of villages
included in the sample was rather small.
In presenting the following summary
tables, the smaller states have, therefore,
been suitably grouped. As a result only
the following states or groups of states
will appear in the, summary, tables.

1. Punjab, PEPSU, Delhi, and Hima-
chal Pradesh.

2. Rajasthan, Ajmer.
3. Uttar Pradesh.
4. Bihar.
5. Orissa.
6. West Bengal.
7. Assam, Manipur Tripura, Anda-

man, Nicobar.
8. Madhya Bharat, Bhopal, Vindhya

Pradesh.
9. Madhya Pradesh.
10. Hyderabad.
11. North Bombay, Saurashtra, Kutch.
12. Bombay Deccan.
13. Madras.
14. Mysore, Travancore-Cochin,

Coorg.

1.4 It will appear from the above that
while Saurashtra and Kutch have been
combined with Bombay, the latter itself
has been divided into two regions called
North Bombay and Bombay Deccan. An
explanation is necessary.
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1.5 The manner in which the joint use
of the Calcutta and the Poona Schedules
was decided upon in the first round of the
NSS has been fully narrated in Chapter II
of the earlier Report. Broadly speaking
600 out of a total of 1800 sample villages
selected for the NSS were to be covered
by the Poona Schedules. There was
however a minor exception. The exact
decision in this respect was as under:

"Joint use of Poona and ISI schedules:
In the first round, ISI schedules (1), (2.1),
(2.2), (2.3), (3.1) and (3.2) will be used
in one set of villages and the Poona
schedules (B) and (C) in another set of
villages, in the proportion of 1:2 in the
districts to be surveyed under the super-
vision of the Poona Institute, and in the
proportion 2:1 in all other areas. The two
sets of villages to be arranged in the form
of two inter-penetrating network of ran-
dom samples."

1.6 Thus while the Poona Schedules
were canvassed in one-third of the
selected villages all over India, within the
region in which the field-work was con-
ducted by the Gokhale Institute, it was in
two-thirds of the selected villages that the
Poona Schedules were used. On account
of this, the sample of villages covered by
the Poona Schedules was not equally
spread all over the country. In the area in
which the survey was conducted by the

Gokhale Institute, the sample of villages
was relatively, double its size in the rest
of India. In preparing the all-India sum-
mary, it was, therefore, necessary to
obtain a separate tabulation for this area
and under-weight it appropriately in the
all-India summary. Through oversight
this was not done and the mistake was
detected only at a late stage of tabulation.
Though in the all-India summary this
would not make any appreciable differ-
ence, we take this opportunity to correct
this mistake.

1.7 It is on this account that a separate
tabulation for this area, called the
Bombay Deccan, has been obtained and
included in the following summary tab-
les. The area consists of all the Marathi
and the Kannad speaking districts of the
Bombay. State except for the four
northern districts of Thana, Nasik, West
Khandesh and East Khandesh. These
have been grouped with the Gujarathi
speaking districts of the Bombay State
and the region has been termed North
Bombay.The latter is thencombined with
the states of Saurashtra and Kutch.

1.8 Table 1 gives general information
relating to the NSS sample taken from
different states or groups of states. The
first column shows the number of
selected villages, the total number being
585. The sample of families from each
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village were selected in accordance with
the instructions for the Calcutta Sched-
ules. Schedule 0 of that series wasutilised
to make a complete list of all households
in each selected village. The second
column in the table gives the number of
households listed in schedule 0, the total
number listed being 144,025. A random
sample of 80 households from those
listed in Schedule 0 was then taken and
noted in Schedule 0.1. classifying the
households into two classes, namely,
agricultural and non-agricultural. In the
third column with two sub-columns, are
given the number of agricultural and
non-agricultural families listed in
Schedule 0.1, the total number of agri-
cultural families being 24,640 and of
non-agricultural families 15,078. From
out of the families listed in Schedule 0.1,
a sample of 8 agricultural and 8 non-
agricultural families was selected for
canvass of the Poona Schedules B and C.
In the fourth column with two sub-
columns, we give the number of agri-
cultural and non-agricultural families so
selected. It will be noted that the total
number of agricultural families selected
was 5103 and that of the non-agricultural
families was 4098.

1.9 The sample of families, 80 from
each selected village, noted in Schedule
0.1 formed a random sample of families.
Their classification into two classes,

namely, agricultural and non-
agricultural, therefore, gives an indica-
tion of the proportion of agricultural
families in different states. Such
proportions based on the classification in
Schedule 0.1 are shown in the last column
of the table. Thus, all states taken
together, the proportion of agricultural
families in the rural population of India
appears to be 62.04 percent. There is
considerable variation in this proportion
from state to state. On this basis the states
might be broadly divided into three
groups. Punjab, Rajasthan and Uttar
Pradesh in the north, Madhya Bharat and
Vindhya Pradesh in the centre and
Bombay Deccan the south have high
proportions of agricultural families.
Orissa and West Bengal in the east,
Saurashtra and North Bombay in the west
and Madras in the south have proportions
of agricultural families round about 60
percent. In the remaining states, the
proportions of agricultural families are
considerably lower. In judging these
figures it should be noted that the agri-
cultural labour has been generally classed
as non-agricultural. Moreover apart from
the sampling variation to which these
percentages are liable, it is possible that
the classification of families into the two
categories of agricultural and non-
agricultural was not uniformly under-
stood by investigators working in
different states.
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1.10 Another extension of the results
published in the earlier Report is on
account of the following. As noted above
the NSS sample of families consisted of
a, sample of agricultural and a sample of
non-agricultural families - from each one
of the selected villages. The earlier
Report gave only the all-India averages
per 10,000 families which included both
the agricultural and the non-agricultural
families in appropriate proportions. No
separate results for the two groups of
families were given in that Report. In the
present Report we propose to give some
of the important data for the two groups
separately.

1.11 The distinction between the agri-
cultural and the non-agricultural families
wasbroadly intended to correspond to the
distinction between the cultivating and
the non-cultivating families. Partly on
account of the inadequacy of the
instructions on this point and partly on
account of errors of classification on the
part of the field investigators, there have
been however a few mis-classifications.
Nevertheless, the distinction might be
taken to correspond approximately to the
distinction between cultivators and non-
cultivators. The exact content of the two
catergories might be seen from the
occupational classifications of the
members of the families in the two
categories given in Tables 2 and 3,
respectively

1.12 The third direction in which an

extension is attempted is in a more

detailed tabulation of material presented

in some of the all-India tables given in the

earlier Report. Further, while no exami-

nation or analysis of the material was

attempted in the earlier Report, in the

present Report brief notes are being

added to assist the reader in studying the

statistical material presented.

1.13 It will be remembered that most of

the items in the Poona Schedules referred

either to one week or to four weeks

immediately preceding the day of visit by

the investigator. Data on employment in

Schedule C-II, referred only to three

preceding days. In the earlier Report, the

basis on which the data were collected

was adopted for their presentation as

well. In the present Report, all data have

been inflated to bring them to an annual

basis. In view of the fact that the inves-

tigation was conducted from October

1950 to March 1951, and the possibility

of a number of items in these Schedules

being affected by seasonal variations,

such inflation to annual basis is obviously

not appropriate. The inflation to annual

basis should, therefore, be regarded as no

more than a convenient way of presen-

tation.
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Table 1.
General Information Relating to the NSS sample

State No. of No. of No. of house- holds Percent to total
villages: house- No. of house-holds selected for Sch. B of Ag. house-
selected holds Sch. 0.1 & C holds Sch. 0.1

Sch. 0
Ag. N-Ag. Ag. N-Ag.

1. Punjab, PEPSU, Delhi and 38 5889 1654 758 353 255 68.57

Himachal Pradesh

2. Rajasthan and Ajmer 31 4507 1441 570 295 194 71.66

3. Uttar Pradesh 78 18578 3497 1745 670 570 66.71

4. Bihar 54 11888 1873 1722 476 381 52.10

5. Orissa 21 2215 744 510 146 151 59.33

6. West Bengal 30 5896 1142 735 247 208 60.84

7. Assam, Manipur, Tripura and 22 5675 727 716 185 154 50.38

Andaman-Nicobar

8. Madhya Bharat, Bhopal and 34 3197 1278 620 323 196 67.33

Vindhya Pradesh

9. Madhya Pradesh 50 16401 1810 1858 405 391 49.35

10. Hyderabad 23 8118 866 768 191 176 53.00

11. North Bombay, Saurashtra, 48 12572 1953 1249 446 322 60.99

Kutch.

12. Bombay Deccan 57 14309 3264 976 545 367 76.98

13. Madras 73 24706 3399 1995 602 536 63.01

14. Mysore, Coorg, Travancore- 26 10074 992 856 219 197 53.68

Cochin

15. All-India 585 144025 24640 15078 5103 4098 62.04
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1.14 In the earlier Report two types of

datawere presented on a numberof items.

These corresponded to the amounts

reported and the number of ‘entries’ or

the number of families reporting any

amount on that item. Thus, in relation to

the family expenditure, an average

weekly or four-weekly expenditure on

each expenditure item was given as also

the number of families who reported any

expenditure on that item during the one

or four-week period. It is obvious that

while the amounts of income or expen-

diture might be inflated to an annual

basis, it would not be possible similarly

to inflate the numberof families reporting

receipt or expenditure in a specified

category. In the present Report, all data

relating to ‘entries’ or the number of

families reporting an item have therefore

been omitted.

1.15 In the earlier Report, the presen-

tation of the tables followed the

arrangement of the blocks of information

in the questionnaire Schedules. In the

present Report, the same arrangement is

more or less maintained. Some of the

tables have however been rearranged

according to the subject matter. The

systemof numbering the tables according

to the block numbers in the Schedules to

which they related, followed in the earlier

Report, has not been adopted in the

present Report. Instead, all tables have

been numbered serially. Nevertheless,

after the title of each table is shown, the

Schedule block from which the table is

derived. Thus the occupational distrib-

utions, given in Tables 2, and 3 are

derived from Schedule B-II that is, II

block of B Schedule. This will facilitate

ready reference to the questionnaire

Schedules and the related instructions to

investigators both at of which are fully

reproduced in the earlier Report.
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Table 2.
Occupational Distribution of the Members of the Agricultural

Families in the NSS Sample (B-II)

Occupation group Earners Non-earners
Total

Male Female Male Female

A.1 Cultivators of land, wholly or mainly owned 6725 2352 4806 8352 22235
.2 Cultivators of land, wholly or mainly 927 210 708 692 2537

unowned
.3 Cultivating labourers 653 345 235 284 1717
.4 Non-cultivating owners of land 89 55 108 567 819
A - All agricultural classes 8394 3162 5857 9895 27808

0.1,.2 Stock raising and rearing of small animals 196 19 18 19 252
and insects

.3 Plantation industries 61 56 7 15 139

.4 Forestry and wood-cutting 9 8 - - 17

.6 Fishing 11 1 9 8 29
O - Primary industries not elsewhere specified 277 84 34 42 437

1.0 Non-metallic mining and quarrying not else- 6 3 1 - 10
where classified

.5 Stone-quarrying, clay and sand pits - - - - -
1- Mining and quarrying 6 3 1 - 10
2.0 Food industries otherwise unclassified - - - - -
.1 Grains and pulses 4 8 - - 12
.2 Vegetable oil and dairy products 2 2 - - 4
.3 Sugar industries 2 - - - 2
.4 Beverages 2 - - 3 5
.5 Tobacco 8 4 - - 12
.6 Cotton textiles 11 4 - - 15
.7 Wearing apparel (except footwear) and 8 - 1 5 14

made-up of textile goods
.8 Textile industries otherwise unclassified 8 6 1 5 20
.9 Leather, leather products and footwear. 3 - - 3 6
2 - Processing and manufacture of foodstuffs, 48 24 2 16 90

textiles, leather and products thereof

3 - Processing and manufacture of metals, 6 1 1 1 9
chemicals and products thereof

4.0 Manufacturing industries otherwise classi- 6 - - - 6
fied

.2,.3 Bricks, tiles, cement pipes and other struc- - 1 - - 1
tural clay products

.4 Non-metallic mineral products 3 2 3 4 12
.6,.7 Wood, wood-products, furniture and fixtures 3 - - - 3
4 - Processing and manufacture not elsewhere 12 3 3 4 22

specified

(Contd.)
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Table 2.
Occupational Distribution of the Members of the Agricultural

Families in the NSS Sample (B-II) (Concld.)

Occupation group Earners Non-earners
Total

Male Female Male Female

5.1 Construction and maintenance- buildings 8 - 1 3 12

.2 Construction and maintenance- roads, bridges, 1 - - - 1

etc.

.4 Construction and maintenance- irrigation - - - - -

works

.5,.6,.0 Works and Services- electric-power, gas and 1 - - - 1

water supply, etc.

.7 Sanitary works and services (including scav- 2 5 1 - 8

engers)

5 - Construction and utilities 12 5 2 3 22

6.1 Retail trade in foodstuffs 25 11 - - 36

2.3,.0 Retail trade in fuel, textile and leather goods, 8 1 - - 9

etc.

.4, .8 Wholesale trade in foodstuffs, money-lending 17 5 12 14 48

and other financial business

6 - Commerce 50 17 12 14 93

7.1 Transport by road 10 1 - - 11

.2 Transport by water 2 - - - 2

.4, .6 Railway and postal services 3 - - - 3

7- Transport, storage and communications 15 1 - - 16

8.1 Medical and other health services - 1 - - 1

.2 Educational services and research 14 1 1 11 27

.3, .4 Defence and police services 3 - - - 8

.5 Village officers and servants 7 3 2 - 12

.6,.7 Employees of local bodies and State Govern- 2 - - - 2

ments

8 - Health, education and public administration 26 5 3 11 45

9.0,.6 Services otherwise unclassified 107 101 7 16 231

.1 Domestic services 13 68 - 26 107

.2 Barbers and beauty shops 4 1 - - 5

.3 Laundries and laundry services 4 11 1 - 16

.4 Hotels, restaurants, eating houses, etc. 5 - - - 5

.5 Recreation services 2 1 - - 3

.8 Religious, charitable and welfare services 5 - - - 5

.9 Other non-productive occupations 4 1 2 8 15

9 - Services not elsewhere specified 144 183 10 50 387

Grand total 8990 3488 5925 10036 28489
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Table 3.
Occupational Distribution of the Members of the Non-Agricultural

Families in the NSS Sample (B-II)

Occupation group Earners Non-earners
Total

Male Female Male Female

A.1 Cultivators of land, wholly or mainly owned 169 143 14 34 360
.2 Cultivators of land, wholly or mainly 24 18 2 5 49

unowned
.3 Cultivating labourers 1952 1436 1080 1836 6,304
.4 Non-cultivating owners of land 25 9 40 41 115
A - All agricultural classes 2170 1606 1136 1916 6,828

0.1,.2 Stock raising and rearing of small animals 261 41 72 165 539
and insects

.3 Plantation industries 127 97 90 81 395

.4 Forestry and wood-cutting 60 34 41 84 219

.6 Fishing 31 10 13 20 74
O - Primary industries not elsewhere specified 479 182 216 350 1,227

1.0 Non-metallic mining and quarrying not else- 39 22 28 32 121
where classified

.5 Stone-quarrying, clay and sand pits 20 2 8 23 53
1- Mining and quarrying 59 24 36 55 174
2.0 Food industries otherwise unclassified 15 4 11 36 66
.1 Grains and pulses 27 70 21 26 144
.2 Vegetable oil and dairy products 23 6 21 37 87
.3 Sugar industries 13 5 11 17 46
.4 Beverages 10 - 9 14 33
.5 Tobacco 16 3 8 12 39
.6 Cotton textiles 128 46 83 140 397
.7 Wearing apparel (except footwear) and 86 8 52 102 248

made-up of textile goods
.8 Textile industries otherwise unclassified 56 44 38 68 206
.9 Leather, leather products and footwear. 135 20 116 193 464
2 - Processing and manufacture of foodstuffs, 509 206 370 645 1,730

textiles, leather and products thereof

3 - Processing and manufacture of metals, 115 4 90 147 356

chemicals and products thereof

4.9,.0 Printing and Manufacturing industries other- 60 3 61 103 227
wise unclassified

.2,.3 Bricks, tiles, cement pipes and other struc- 23 5 22 23 73
tural clay products

.4 Non-metallic mineral products 101 40 81 131 353
.6,.7 Wood, wood-products, furniture and fixtures 219 30 191 341 781
4 - Processing and manufacture not elsewhere 403 78 355 598 1,434

specified

(Contd.)
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TABLE 3.
Occupational distribution of the members of the non-agricultural families in the NSS sample (B-II)

(Concld.)

Occupation group Earners Non-earners
Total

Male Female Male Female

5.1 Construction and maintenance- buildings 98 12 77 112 299

.2 Construction and maintenance- roads, bridges, 9 7 6 16 38
etc.

.4 Construction and maintenance- irrigation 8 2 6 10 26

works
.5,.6,.0 Works and Services- electric-power, gas and 3 - - - 3

water supply, etc.
.7 Sanitary works and services (including scav- 27 33 25 24 109

engers)
5 - Construction and utilities 145 54 114 162 475

6.1 Retail trade in foodstuffs 257 43 204 350 854

2.3,.0 Retail trade in fuel, textile and leather goods, 83 11 81 128 303
etc.

.4, .8 Wholesale trade in foodstuffs, money-lending 68 19 60 106 253
and other financial business

6 - Commerce 408 73 345 584 1,410

7.1 Transport by road 33 - 21 50 104
.2 Transport by water 9 - 7 13 29

.4,.6 Railway and postal services 53 - 63 90 206
7- Transport, storage and communications 95 - 91 153 339

8.1 Medical and other health services 19 8 35 59 121
.2 Educational services and research 59 3 68 114 244

.3,.4 Defence and police services 24 - 16 34 74

.5 Village officers and servants 85 6 87 131 309
.6,.7 Employees of local bodies and State Govern- 22 - 19 44 85

ments
8 - Health, education and public administration 209 17 225 382 833

9.0,.6 Services otherwise unclassified 687 398 411 658 2,154

.1 Domestic services 51 122 26 72 271

.2 Barbers and beauty shops 129 2 109 183 423

.3 Laundries and laundry services 105 65 80 106 356

.4 Hotels, restaurants, eating houses, etc. 21 6 22 27 76

.5 Recreation services 7 4 4 10 25

.8 Religious, charitable and welfare services 91 41 65 141 338

.9 Other non-productive occupations 18 9 29 50 106

9 - Services not elsewhere specified 1,109 647 746 1,247 3,749

Grand total 5701 2891 3724 6239 18555
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2. POPULATION

2.1 With the more or less full publication
of the 1951 populationCensus results, the
NSS data on population is of no great
interest. Its interest is now more statis-
tical. The field work of the first round of
the NSS was done during October 1950
to March 1951 while the population
Census was conducted as on 1st March
1951. In view of this, a comparison of the
NSS data based on a sample of only about
10,000 families with the results of the full
census might be of interest.

2.2 In Tables 4 and 5 are given the age
distributions of males and females in
different states. In the last columns of the
tables are given the average number of
males and females per house-hold. It
would have been worthwhile comparing
these age distributions with those given
by the 1951 Census. The latter are
available in the Census of India Paper No.
3 of 1953 entitled ‘Summary of Demo-
graphic and Economic Data-1951 Cen-
sus’. Unfortunately the age groups by
which the census publication gives the
age distributions are different from those
given in our tables. The census age
groups are 5-14, 15-24, etc., and are thus
centred at 10, 20, etc. On the other hand
in our tables, the age groups adopted are
10-19, 20-29, etc. A comparison between
the NSS and the Census age distributions

state by state is, therefore, not attempted.
Nevertheless, as will appear in the next
section, a comparison on an all-India
basis is made.

2.3 In Table 6 are given the single year
age distributions of males and females in
the all-India NSS sample. As will be seen
this is no more than a detailed break up
of the age distributions in decennial
age-groups appearing in the last lines of
Tables 4 and 5. The break up has been
obtained in the following manner. Sepa-
rate age distributions by single age years
were obtained for members of
agricultural and non-agricultural fami-
lies, respectively in the all-India sample.
The two distributions were then
appropriately weighted to obtain a
combined distribution. It should be noted
that this weighting procedure is inferior
to the weighting procedure adopted in
preparing Tables 4 and 5. In obtaining
these tables the weighting of the agri-
cultural and non-agricultural families
was done at the state level, which was
better than their weighting at the all-India
level. Therefore, the combined distrib-
utions obtained by weighting at the all-
India level were adjusted to agree with
the decennial age group distributions
given in earlier tables. Thus it is merely
to obtain a single year break-up of the
decennial age groups that the weighting
at the all-India level was utilised.
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2.4. On the basis of the table, a com-
parison with the Census data is presented
in Table 7. The NSS single year age
distributionsareappropriately grouped to
compare with the Census distributions.
The Census distributions are taken from
the Summary Table VI of the above
mentioned publication and refer to the
all-India rural population. As will appear,
the agreement between the NSS and the
Census distributions is satisfactory.

2.5 We do not propose here giving age
and sex distributions separately for the
agricultural and the non-agricultural
families. There is nevertheless one point
which deserves mention, namely that the
size of the agricultural families is con-
siderably larger than that of the non-
agricultural families. Thus the 5103
agricultural families comprised 14915
males and 13524, female members; this
gives 2.92 male and 2.65 female mem-
bers per agricultural family. On the other
hand, the 4098 non-agricultural families
comprised 9424 male and 9130 female
members; this gives only 2.30 male and
2.23 female members per non-
agricultural family.

2.6 The reasons for the larger size of the
agricultural families are perhaps not so
much demographic as sociological. The
joint family system is seen to be prevalent
to a larger extent among the agriculturists

than among the non-agriculturists. This
is reflected in the relation compositions
of these families. In Tables 8, 9, 10 and
11, we give the distribution by age and
by relation to the family head, of the male
and female members of the agricultural
and non-agricultural families. It will be
seen that relations through brothers and
sisters, as also through sons and daugh-
ters are more numerous in the agricultural
families than in the non-agricultural
families.

2.7 It will be noted that themale relations
through brothers and sisters are in most
cases the nephews of the heads. Simi-
larly, the male relations through sons and
daughters are mostly, the grandsons of
the heads. On the other hand, the female
relations through brothers andsisters, and
through sons and daughters include,
besides nieces and grand-daughters, the
sisters and daughters-in-law of the head.
It is apparent from the tables that such
relations through brothers and sisters as
also through sons and daughters are more
numerous in the agricultural than in the
non-agricultural families.

2.8 It is clear from the above that the joint
family system is less prevalent among the
non-agricultural families. As a conse-
quence, the members of the non-
agricultural families are seen to
undertake the responsibility of the head
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at younger ages. Thus in the age-group
23-27, half the male members of the
non-agricultural families areheads. In the
agricultural families on the other hand
only 36.4 percent in this age-group are
heads of families. The difference is
clearly seen by seeing the progression of
the proportion of heads through succes-
sive age groups.

2.9 Relation compositions of the female
members in different age-groups have
their peculiar characteristics. There are
many more mothers than there are fathers
of heads. The excess is of course largely
on account of widowed mothers staying
with their sons, when after the death of
their husbands the headship of the family
had passed on to their sons. It is a notable
fact that in the age-group 53-57, the
mothers and wives of heads are nearly
equal in number. In later age-groups,
mothers are actually in larger numbers.
Contrasted with this is the position
among males where in the age-group
53-57, barely 3 percent are fathers

whereas over 90 percent are heads.

2.10 Among the females, wives of
heads are again many fewer than the
number of heads. This is of course on
account of the widowed heads. At
younger ages, the daughters, nieces and
grand-daughters naturally appear in
numbers comparable with those of sons,
nephews and grandsons. The relation
composition of the females, begins to
take a different shape from the age-group
13-17 where wives of heads appear in
considerable numbers. With the appear-
ance of wives of the heads the categories
‘relations through brothers and sisters’
and ‘through sons and daughters’ also
record an increase, obviously on account
of the arrivals of sisters and daughters-
in-law. On the other hand sisters and
daughters leave much more rapidly than
do the brothers and sons. Thus the course
that the relation composition takes in
successive age-groups is seen to provide
a picture of the progress of a family in a
patrilineal society.
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Table 4.
Distribution of Males in Different Age Groups (B-II)

State Age Groups No. of No. of
males in males

0- 10- 20- 30- 40- 50- 60- 70- 80- 90 & the per
above selected house-

house- holds
holds

1. Punjab, etc. 28.85 21.29 15.59 12.75 7.26 7.11 4.36 2.30 0.44 0.05 1663 2.73

2. Rajasthan, Ajmer 28.10 22.15 16.70 12.61 9.66 4.59 3.63 2.04 0.52  - 1411 2.84

3. Uttar Pradesh 25.87 20.11 16.32 13.04 10.99 7.41 4.10 1.45 0.53 0.18 3237 2.61

4. Bihar 27.36 21.23 14.68 15.30 11.67 5.86 2.70 1.25 0.37 0.08 2415 2.82

5. Orissa 24.90 21.09 17.81 13.94 10.05 6.77 3.98 0.88 0.58 - 777 2.61

6. West Bengal 23.49 22.40 18.30 14.76 8.74 7.43 3.39 0.93 0.46 0.10 1145 2.52

7. Assam, etc. 29.17 22.17 14.40 14.85 9.56 5.28 2.96 0.95 0.55 0.11 911 2.69

8. Madhya Bharat, 26.49 22.68 16.50 14.63 10.06 4.38 3.86 1.17 0.23 - 1346 2.60

etc.

9. Madhya Pradesh 27.25 20.75 16.00 16.18 8.98 5.94 3.59 0.84 0.47 - 1905 2.39

10. Hyderabad 26.35 20.17 17.14 12.95 10.88 5.58 4.53 1.50 0.90 - 880 2.40

11. N. Bombay etc.

Bombay Deccan 29.34 21.90 14.66 14.10 8.92 5.74 3.79 0.96 0.44 0.15 4689 2.79

13. Madras 23.92 23.25 16.41 12.63 10.62 7.54 4.17 1.13 0.33 - 2852 2.51

14. Mysore, etc. 26.01 21.25 16.41 13.46 9.60 6.31 4.80 1.80 0.18 0.18 1109 2.67

15. All-India 26.92 21.60 15.92 13.91 9.82 6.22 3.81 1.28 0.44 0.08 24340 2.60
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Table 5.
Distribution of Females in Different Age Groups (B-II)

State Age Groups No. of No. of
females females

0- 10- 20- 30- 40- 50- 60- 70- 80- 90 & in the per
above selected house-

house- holds
holds

1. Punjab, etc. 31.37 21.19 17.45 11.69 7.76 4.81 3.65 1.53 0.55 - 1497 2.46

2. Rajasthan, Ajmer 28.60 21.32 18.31 12.73 7.71 4.78 4.64 1.18 0.64 0.09 1280 2.58

3. Uttar Pradesh 26.84 20.71 16.83 12.62 10.18 6.37 4.42 1.38 0.48 0.17 2911 2.33

4. Bihar 27.11 21.18 16.91 14.39 8.52 5.94 3.99 1.26 0.37 0.33 2350 2.72

5. Orissa 26.06 19.60 15.25 15.25 8.65 6.87 5.31 1.75 0.99 0.27 788 2.35

6. West Bengal 26.18 20.27 19.38 12.67 8.94 6.14 4.14 1.52 0.65 0.11 1096 2.28

7. Assam, etc. 31.23 19.32 20.07 14.74 7.03 3.68 2.73 0.81 0.26 0.13 723 2.05

8. Madhya Bharat, 28.81 22.40 17.40 13.48 7.30 6.03 3.70 0.72 0.16 - 1299 2.39

etc.

9. Madhya Pradesh 25.00 19.19 17.73 14.95 9.73 6.26 4.67 1.92 0.55 - 1774 2.22

10. Hyderabad 25.24 20.70 16.28 13.47 8.56 6.73 5.02 3.32 0.57 0.11 859 2.33

11. N. Bombay etc.

12. Bombay Deccan 29.32 21.30 17.06 12.88 7.82 6.24 3.70 1.14 0.45 0.09 4280 2.55

13. Madras 23.71 23.15 16.36 14.26 10.11 7.15 3.17 1.47 0.52 0.10 2730 2.34

14. Mysore, etc. 26.31 24.21 18.41 11.09 7.25 6.40 3.75 1.94 0.46 0.11 1067 2.56

15. All-India 27.31 21.27 17.27 13.36 8.64 6.11 3.99 1.44 0.49 0.12 22654 2.42
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Table 6.
Single Year Age Distribution of Males and Females (B-II)

Age Percent to total of Age Percent to total of Age Percent to total of
(years) (years) (years)

males females males females males females

0 2.05 1.75 26 1.00 1.02 52 0.44 0.37

1 2.45 2.44 27 0.76 0.66 53 0.14 0.07

2 2.68 2.84 28 1.54 1.63 54 0.15 0.16

3 3.01 3.23 29 0.31 0.23 55 1.49 1.53

4 2.69 2.82 30 4.97 5.31 56 0.21 0.20

5 3.38 3.50 31 0.22 0.22 57 0.14 0.08

6 2.80 2.70 32 1.51 1.38 58 0.18 0.16

7 2.54 2.57 33 0.40 0.35 59 0.07 0.04

8 3.47 3.45 34 0.36 0.31 60 2.39 2.67

9 1.85 2.01 35 4.43 3.84 61 0.07 0.03

10 3.83 3.81 36 0.77 0.66 62 0.21 0.16

11 1.32 1.51 37 0.37 0.32 63 0.06 0.04

12 3.90 3.32 38 0.65 0.79 64 0.10 0.08

13 1.63 1.54 39 0.23 0.18 65 0.77 0.83

14 2.03 1.96 40 4.18 4.14 66 0.05 0.03

15 2.21 2.01 41 0.14 0.10 67 0.04 0.06

16 2.25 2.36 42 0.74 0.59 68 0.07 0.06

17 0.99 1.11 43 0.26 0.26 69 0.05 0.03

18 2.74 2.94 44 0.20 0.15 70 0.82 1.00

19 0.70 0.71 45 3.16 2.50 71 0.01 0.03

20 3.48 4.29 46 0.34 0.21 72 0.08 0.07

21 0.68 0.64 47 0.20 0.15 73 0.02 0.02

22 2.23 2.15 48 0.44 0.43 74 0.02 0.02

23 0.81 0.86 49 0.16 0.11 75 0.26 0.28

24 1.04 0.98 50 3.27 3.44 76 and 0.59 0.63

over

25 4.07 4.81 51 0.13 0.06 Total 24340 22654

= 100
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Table 7.
Comparison between the NSS and the 1951 Census (rural population) age-distributions (B-II)

Age Males Females

NSS (%) Census (%) NSS (%) Census (%)

0 2.05 3.28 1.75 3.33

1-4 10.83 10.17 11.33 10.57

5-14 26.75 25.46 26.37 24.77

15-24 17.13 16.47 18.05 17.27

25-34 15.14 15.16 15.92 15.65

35-44 11.97 12.22 11.03 11.55

45-54 8.43 8.82 7.50 8.23

55-64 4.92 5.18 4.99 5.12

65-74 1.93 2.23 2.15 2.39

75 & over 0.85 0.95 0.91 1.05

Not stated - 0.06 - 0.07

Total 100.00 100.00 100.00 100.00

Table 8.
Distribution of males, in Agricultural Families by Age and

Relation to the Head of the Family (B-II)

Age Fathers Heads or Brothers Male Sons Male Other Unrelated Total =
group of heads husbands relations relations relations persons 100

of heads through through
brothers sons &
& sisters daughters

0-2 - - 0.9 8.4 66.6 23.0 1.1 - 1057
3-7 - - 2.8 6.9 72.4 17.0 0.8 0.1 2113
8-12 - 0.6 6.5 7.5 75.3 8.5 0.6 1.0 2063

13-17 - 3.6 10.5 7.2 70.3 4.9 1.3 2.2 1338
18-22 - 15.4 13.0 5.6 58.5 4.0 0.9 2.6 1504
23-27 - 36.4 13.7 3.3 40.7 2.5 0.9 2.5 1197
28-32 - 56.2 12.9 1.7 24.3 2.2 1.0 1.7 1298
33-37 - 74.6 8.6 1.7 10.9 1.5 0.7 2.0 951
38-42 0.1 81.4 7.3 1.1 6.9 0.6 1.2 1.4 852
43-47 0.9 86.0 6.1 0.5 3.5 0.5 1.9 0.6 635
48-52 2.5 87.3 4.0 0.6 1.5 0.4 2.5 1.2 675
53-57 3.1 90.6 2.5 0.6 1.0 - 1.6 0.6 320
58-62 7.3 86.1 2.2 0.4 0.4 - 2.7 0.9 454

63 & over 12.7 79.7 2.2 - - - 5.2 0.2 458

All ages 0.8 33.8 7.4 4.5 44.3 6.6 1.3 1.3 14,915
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Table 9.
Distribution of Males,  in non-agricultural families, by age and relation the head of the family (B-II)

Age Fathers Heads or Brothers Male Sons Male Other Unrelated Total =
group of heads husbands relations relations relations persons 100

of heads through through
brothers sons &
& sisters daughters

0-2 - - 0.9 6.3 77.6 14.6 0.6 - 679
3-7 - - 3.8 4.5 80.7 10.3 0.6 0.1 1375
8-12 - 1.1 8.6 4.2 79.9 4.9 0.9 0.4 1404

13-17 - 6.8 12.5 4.6 72.2 2.3 1.0 0.6 842
18-22 - 24.0 12.5 3.8 55.7 1.8 1.1 1.1 880
23-27 - 50.0 8.6 2.5 35.2 2.1 1.0 0.6 710
28-32 - 72.8 6.8 1.9 16.7 1.0 0.4 0.4 797
33-37 - 87.3 5.2 0.5 6.0 0.8 0.2 0.5 600
38-42 0.2 90.4 4.1 0.2 3.9 0.2 0.8 0.2 627
43-47 0.8 93.9 2.3 - 1.5 0.5 1.0 - 388
48-52 1.7 93.0 2.2 0.7 - 0.5 1.2 0.7 408
53-57 8.0 94.0 2.5 - - - 0.5 - 202
58-62 7.8 87.8 1.2 - - 0.4 2.4 0.4 256
63& 17.9 75.5 2.3 - - - 3.9 0.4 257

All ages  0.9 38.9 6.3 2.9 45.7 4.0 0.9 0.4 9425

Table 10.
Distribution of females, in agricultural families, by age and relation to the head of the family (B-II)

Age group Fathers of Heads or Brothers Male rela- Sons Male rela- Other Unrelated Total =
heads husbands tions tions relations persons 100

of heads through through
brothers sons &
& sisters daughters

0-2 - - 0.6 8.4 70.2 20.4 0.3 0.1 969
3-7 - - 2.2 8.0 72.7 16.4 0.6 0.1 2087

8-12 - 0.7 6.2 8.2 71.4 11.7 1.7 0.1 1937
13-17 - 8.9 5.7 10.5 46.1 26.6 1.4 0.8 1277
17-22 - 36.0 2.2 12.9 13.4 33.8 1.3 0.4 1432
23-27 0.1 55.4 2.5 11.5 6.4 22.9 0.8 0.4 1130
28-32 1.8 71.9 3.0 8.3 3.4 10.3 1.2 0.1 1111
33-37 4.1 78.2 2.0 6.9 2.0 5.5 0.9 0.4 729
38-42 13.3 71.4 2.8 4.5 1.0 3.0 3.1 0.9 760
43-47 15.5 71.5 3.8 3.5 1.2 0.9 3.1 0.5 425
48-52 30.6 55.5 2.8 3.1 0.5 1.2 5.8 0.5 573
53-57 40.7 45.5 2.9 2.5 - 1.4 6.6 0.4 275
58-62 53.2 30.0 2.2 3.4 - - 11.0 0.2 409

63 & over 61.5 19.4 2.0 2.7 - - 14.4 - 410

All ages 7.2 30.5 3.2 8.1 33.4 15.1  2.2 0.3 13524
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Table 11.
Distribution of Females, in non-agricultural families, by age and relation to the head of the family (B-II)

Age Mothers Heads or Sisters Female Daughters Female Other Unrelated total =
group of heads wives of relations relations relations persons 100

heads through through
brothers sons &
& sisters daughters

0-2 - - 0.3 4.6 75.2 18.9 0.9 0.1 652

3-7 - - 3.8 4.0 81.4 10.2 0.6 - 1315

8-12 - 0.6 8.4 4.7 76.8 7.8 1.6 0.1 1291

13-17 - 13.1 7.8 7.2 51.2 18.9 1.7 0.1 752

18-22 - 48.8 3.5 8.8 13.0 25.4 0.5 - 981

23-27 0.4 70.4 2.5 5.7 5.8 14.3 0.6 0.3 719

28-32 1.7 88.8 2.4 3.8 2.6 5.2 0.4 0.1 869

33-37 4.8 84.0 1.8 3.2 1.8 3.8 0.4 0.2 501

38-42 14.8 77.6 1.3 2.7 1.3 1.3 1.0 - 547

43-47 23.5 70.0 1.6 1.6 0.7 0.3 2.0 0.3 310

48-52 34.1 56.2 2.8 1.0 - - 5.9 - 425

53-57 44.7 47.6 1.1 2.2 - - 4.4 - 183

58-62 56.2 31.5 1.1 0.7 - - 10.2 0.3 283

63 & 60.0 25.8 1.3 - - - 12.9 - 302

over

All ages 8.4 36.9 3.7 4.4 34.5 10.1 1.9 0.1 9130
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3. OCCUPATION

3.1 In order that the occupational clas-
sification of the population based on the
NSS might be directly compared with
thatgiven by the 1951 Census, the Census
scheme of occupational classification has
been adopted in the following tables.

3.2 In table 12 is given for different states
the distribution of the total population
according to the principal occupation on
which it is dependent. The NSS Poona
Schedules distinguished only two basic
categories, namely, earners and non-
earners. In order to arrive at the total
population dependent on an occupation,
the earners were classified by their prin-
cipal occupation and the non-earners
were classified by the principal
occupation of the earner on whom they
were dependent.

3.3 In Tables 13 and 14 are given the
distributions of the male and female
earners, respectively according to their
principal occupation.

3.4 In Table 15 we compare these dis-
tributions with the corresponding Census
distributions. The relevant Census data
are available in Summary Table IV of the
Census of India Paper No. 3. The data are
given not for each state but for each
Census region. In Table 15, we have,
therefore, grouped the states by the
Census regions. The Census makes a
basic three-fold distinction as between (i)

self-supporting persons, (ii) non-earning
dependents and (iii) earning dependents.
On the other hand, in the NSS Schedules,
we had made only a two-fold distinction
as between earners and non-earners. For
purposes of comparison, we have,
therefore, assumed that our ‘earners’
would correspond to the Census ‘self-
supporting persons’ and the "earning
dependents’ together. In preparing Table
15 the two Census classes have, there-
fore, been combined.

3.5 It will be apparent from the table, that
the agreement between the NSS and the
Census data is not very satisfactory. The
deviations between the two are not only
large in some places, but there is an
indication that the NSS results are liable
to a systematic bias. Thus it will be
observed that in each region, the NSS
underestimates the livelihood class
‘agricultural’ while overestimates the
class ‘production other than agriculture’.

3.6 There are several reasons which
would possibly explain the general dis-
agreement between the NSS and the
Census data. In the first place, of course,
there is the sampling error to which all
NSS estimates are liable. In view of the
good agreement between the NSS and the
Census age distributions, it might be
observed that the NSS data on occupa-
tions should normally have larger sam-
pling errors than those of the NSS data on
sex and age. This is because of the fact
that the ultimate sampling unit in NSS
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was the family or a house-hold and these
latter, while they are peculiarly hetero-
geneous units as regards their sex and age
composition, are by and large very
homogeneous in the occupations of their
members. Consequently while a family is
an almost ideal sampling unit to ascertain
the age and sex composition of a pop-
ulation, it is not so suited for obtaining its
occupational distribution.

3.7 The sampling errors, small or large,
do not however explain the kind of sys-
tematic bias as is noted above. The bias
might arise out of a faulty sampling
procedure or a faulty tabulation proce-
dure. The NSS sample was drawn at the
Indian Statistical Institute, Calcutta. We
do not have sufficient details of the pro-
cedure in its actual operation to judge
whether it could have given rise to any
bias. Full details of the tabulation pro-
cedure were given in our first Report.
There are, however, certain details
relating to the tabulation of items in
Schedule B-II, which might possibly
impart a bias to the results. As was
described in the first Report, as a matter
of general procedure, all tabulations were
first done for each village and separately
for the agricultural and the non-
agricultural families. The latter two were
then appropriately combined to obtain a
village tabulation per family. The state or
the all-India tables were then derived by

adding up the village tabulations. The
items in Schedule B-II, namely those
relating to sex, age and occupational
distributions of the population, were
however an exception. It was found too
tedious and laborious to adopt the general
procedure for tabulating items in
Schedule B-II. An approximate prece-
dure was therefore adopted. The sample
of agricultural and non-agricultural
families in all villages in a state were put
together. The sex, age and occupational
distributions of persons in agricultural
and non-agricultural families were then
separately obtained and appropriately
combined to get the state tables of sex,
age and occupational distributions. The
procedure is obviously not quite proper.
It is not, however, immediately clear
whether it could give rise to the kind of
bias as is apparent in the occupational
tables.

3.8 It appears to us that at least part of
the discrepancy is on account of the
Census categories ‘self-supporting’ and
‘earning dependents’ not corresponding
exactly with our category of ‘earner’. It
is possible, for instance, that in agricul-
ture fewer will be described as ‘earners’
than as either ‘self-supporting’ or
‘earning dependents’. If this were true it
should explain a large part of the sys-
tematic bias apparent in the NSS data.
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4. EMPLOYMENT

4.1 Actual employment, as distinct from
occupation, of the rural population is
likely to be less regular than that of the
urban population. Therefore, in order to
ascertain the employment situation more
precisely, details of employment on three
days preceding the day of interview, of
all members of age 6 and above of the
selected households,, were asked for. In
Tables 16, 17, 18, and 19 are set out the
relevant tabulations for all adult males,
adult females, non-adult males and non-
adult females. It should be noted that the
informationregarding theemployment of
each person was obtained for three days
preceding the interview and that in the
classification each person was classified
three times in appropriate employment
categories according to the manner in
which he was employed on each one of
the three days. In other words, the clas-
sification set out is not a classification of
persons but a classification of
‘person-days’ and might be regarded as
showing the disposition of the entire
labour force on a day. In the present case,
the investigation was done during Octo-
ber to March and hence the disposition of
the labour force as shown by the
tabulations might be taken to indicate the
average conditions during this period.

4.2 In the questionnaire Schedule, 13
categories of employment were distin-
guished. Firstly a distinction was made

according as the person on a day was or
was not in the village of residence. When
he was found in the village, his employ-
ment on a day was distinguished into a
total of twelve categories, out of which 6
were ‘earning’ and 6 were ‘not-earning’
categories. In the present tables, two of
the earning categories; namely, (i)
employed on own farm and (ii) employed
as exchange labour have been grouped
into a single category called ‘self-
employed on farm.’ Two other catego-
ries, one from the ‘earning’ and the other
from the ‘not earning’ group are also
combined to form a single category. They
are (i) household but gainful work and (ii)
domestic duties. The distinction between
the two is obviously fine and in practice
difficult to make on a uniform basis. The
two categories are therefore combined
into one and called ‘household and
domestic work.’ Other categories of
employment are retained as they were in
the questionnaire. The disposition of the
labour force in different categories is
shown in the form of percentages of a
total of 100 ‘person-days’. The actual
total number of person-days on which the
distribution for each state is based is
shown in the last column.

4.3 A reference to Table 16 giving the
employment details of adult males in
different states, shows that considering
all states together, 5.25 percent of the
adult male labour force, was not found in
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the village of residence. This proportion
is considerably large for Punjab, Rajas-
than and Bihar (groups of states are
referred to only by the principal states)
for convenience. The proportions are low
in Orissa, Assam, Hyderabad, Saurash-
tra, Bombay and Madras. In interpreting
these figures it should be noted that it was
left to the head of the household to enu-
merate the members of his household.
Therefore, whenever a member did not
actually stay with the household in the
village, whether or not he was regarded
as a member of the household was a
matter for discretion of the head. Bearing
in mind this important limitation the
proportions might be taken to indicate the
extent of emigration, from the area con-
cerned.

4.4 Considering the earning categories
of employment, it will be seen that in the
whole of India, nearly 50 percent of the
adult male labour force in rural area is
engaged in agriculture, of which 38 per-
cent is self-employed and about 12 per
cent is employed for wages. These
percentages are seen to differ to a con-
siderable extent in different states. The
highest proportion of farm employment
is seen to be in Bombay and Saurashtra
where over 60 percent of the force is
farm-employed, about 50 percent self-
employed and 10 percent employed for
wages. Next to Bombay, in this respect,
are West Bengal and Assam where the

self-employed on farm amount to over 40
percent. Hired employmenton farm is not
comparatively large in West Bengal but
is very large in Assam, obviously due to
the tea and other plantations in that state.
Hired farm employment is highest in
Madhya Pradesh and is also very high in
Madras and Bihar. The farm employment
in Madhya Pradesh is peculiar. There,
while hired employment in farm is
maximum, the self-employment in farm
is the minimum; the self-employment in
farm accounts for only about 26.5 percent
and the hired employment is nearly 20
percent. These figures obviously need a
check up against the actual situation for,
if true, they are undoubtedly serious. The
proportions of hired farm employment
are very small in Punjab and Rajasthan
and also to some extent in Uttar Pradesh.
It would be worthwhile relating these
differences to the different systems of
tenure and of proprietary rights in land
prevalent, in different states.

4.5 Considering the all-India figures, it
will be seen that about 21 percent of the
adult male labour force in rural area is
employed in non-farm employment,
about 12 percent of which is self-
employed and 9 percent employed for
salary or wages. Self-employment in
non-farm occupations is high in Rajas-
than, Madhya Bharat and Vindhya Pra-
desh, where it accounts for nearly 20
percent of the labour force. Probably this
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has to be partly explained on account of
the livestock industry, which is important
in these states. Non-farm employment is
relatively small, in: West Bengal and
Orissa.

4.6 If we combine the hired employment
in farm and the hired employment in
non-farm occupations, we see that about
20 percent of labour force is employed
for salary or wages. There is, of course,
a good deal of variation between different
states in this respect. It is very high in
Assam and Madhya Pradesh where it is
more than 30 percent. It is also high in
Hyderabad and Madras where it is nearly
25 percent and in Bihar and Orissa where
also it is nearly 23 or 24 percent. It is very
small in Punjab Rajasthan and Uttar
Pradesh and also rather small in Madhya
Bharat, Saurashtra and Bombay.

4.7 The six ‘not-earning’ categories of
employmentaccount for about 25percent
of the total adult male labour force in rural
India. This percentage does not differ
greatly in different states though there are
some exceptions. The percentage is very
low in Assam where it is only about 17.6.
It is also low in Saurashtra and Bombay
where it is between 17 and 18. On the
other hand the percentage is very high in
Hyderabad and in Mysore and Travan-
core, where it is between 28 and 29.

4.8 These ‘not-earning’ categories
might be looked upon as different forms
and degrees of unemployment. The most
important among them is of course the
category termed ‘unemployment’ by
which is meant the overt and involuntary
unemployment. Considering the all-
India figures, this accounts for 4 percent
of the labour force. This is very high in
Hyderabad, Madras, Mysore and Tra-
vancore where it accounts for nearly 8
percent of the total labour force. It is very
small in Assam and the Bombay Deccan
where it accounts for less than one per-
cent. In most other states, it lies between
3 and 4 percent.

4.9 The two categories termed ‘ill-
health’ and ‘disabled’ are forms of
involuntary unemployment on account of
physical disability, one temporary and
the other permanent, Considering all-
India figures, the former accounts for 4
percent and the latter for 2.5 percent of
the total labour force. Permanent disabi-
lities are more or less uniform in all states
except that they are rather high in
Rajasthan, Saurashtra and North Bombay
where they account for 4 percent of the
labour force. In Assam the percentage is
only 1. Temporary illnesses are more
frequent in Rajasthan, Orissa, West
Bengal, Hyderabad, Mysore and Tra-
vancore where they account for more
than 5 percent of the labour force.
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4.10 There are three categories of
voluntary unemployment. Of these the
school-going population, though not-
earning, need not be called unemployed.
The proportion of the adult males going
to school is exceptionally high in Mysore
and Travancore where it is 4.6 percent as
compared to the all-India average of 1.4
per cent The category ‘not-seeking work’
includes persons who were taking rest or
enjoying a holiday or who could not work
on a day on account of bad weather etc.
They account for 5.72 percent in the
all-India averages. The proportion is
excessively large in Madhya Pradesh
where it is more than 11 percent. Earlier
we have noted that in Madhya Pradesh
the proportion of self-employed on farm
is too small and, that the proportion of
hired labour on farm is too large. If those
figures are correct and if the present
figure for not seeking work is correct, the
three figures put together give a picture
of a number of big land-lords managing
their farms with hired labour while doing
little by themselves. These figures
undoubtedly deserve more careful
attention.

4.11 The category of persons engaged
in ‘household and domestic work’
accounts for nearly 7 percent in the all-
India averages. This proportion is very
high in Punjab, Uttar Pradesh and West
Bengal where it exceeds 11 percent. It is

not impossible therefore that part of the
unemployment in these states might be
disguised in this form.

4.12 In interpreting the percentages in
categories of ‘not-seeking work’ and
engaged in ‘household or domestic work’
as forms of disguised unemployment, it
should be borne in mind that the tabula-
tion of the labour force days makes no
allowance whatever for holidays, etc.
Judged by urban standards of holidays
and leave to which the urban workers are
ordinarily entitled, the percentages in the
not-earning categories are indeed not
high. For, it should be noted that an
allowance of one weekly holiday
accounts for 14 percent of the urban
labour force.

4.13 A reference to Table 17 giving
employment details of adult females in
different states, shows that in all-India
averages, nearly 60 percent of the adult
females labour force in rural area is
engaged in household and domestic
work. This was to be expected. This
proportion is however very high in Pun-
jab, Uttar Pradesh and West Bengal
where it is nearly 73 percent. In fact, even
self-employment of women on farm is
common only in the Bombay Deccan
where it accounts for more than 30 per-
cent of the total adult female labour force.
It is also high in Rajasthan, Saurashtra
and North Bombay where it accounts for
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22 percent of the total. In the remaining
states, self-employment of women on
farm is more frequent in the south than in
the north India. Hired employment of
women on farm is common, apart from
Assam, only in Madhya Pradesh, Hyd-
erabad, Bombay Deccan and Madras. In
north India generally, it is much less
common. Permanent disabilities account
for a larger proportion of the female
labour force than of the male labour force.
In spite of the almost unlimited field of
employment that the domestic duties
offer to adult women, it is a little sur-
prising that nearly 3 to 4 percent should
have reported as ‘not seeking work’.
There is therefore, some case for con-
sidering this category as a form of dis-
guised unemployment. It is considerable
in the Bombay Deccan, Madras, Mysore
and Travancore. A surprisingly large
proportion of the female labour force in
Orissa and Bengal is reported as school-
going, the proportions being nearly 3
percent. The proportions are larger in
both the cases than the corresponding
proportions for the adult males; they are
also larger than similar proportions in
Mysore and Travancore. The figures
therefore look rather suspect.

4.14 In Table 18 are given employment
details for the non-adult males. Consid-
ering the all-India figures, only about 32
percent is accounted for, as school-going.
This proportion is very high in Mysore

and Travancore where it exceeds 62
percent. It is also high in the Bombay
Deccan where it is more than 45 per cent.
It is very low in Rajasthan, Madhya
Bharat and Vindhya Pradesh and also to
some extent in Hyderabad. In the
remaining states it is between 30 to 35
percent. Self-employment of non-adult
male labour on farm is common only in
Rajasthan, Saurashtra and Bombay
where the self-employment on farm of
adult female labour was also noted, to be
high. In Rajasthan, Orissa and Madhya
Bharat there is seen to be a considerable
self-employment of non-adult male
labour in non-farm occupations. In
Rajasthan and Madhya Bharat they are
likely to be livestock occupations. It is
not clear, what it could be in Orissa unless
some forest industries do offer self-
employment to children.

4.15 Table 19 gives details for non-
adult females. Considering the all-India
figures, only 10 or 11 percent of the girls
are accounted as in school, which is only
one-third of the corresponding propor-
tion for boys. Nearly 42 percent of the
girls are seen as engaged in household
and domestic work. The proportion in
school is very high in Mysore and Tra-
vancore where it is 45 percent. It is also
considerable in Bombay, Madras and
Bengal. The proportion is extremely low
in Rajasthan, Madhya Bharat and Vind-
hya Pradesh. The self-employment of
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girls on farm is also more frequent in
Rajasthan, Saurashtra and Bombay. In
Rajasthan, in addition, there is a consid-
erable proportion of self-employed
labour in non-farm occupations.

4.16 In Tables 20, 21, 22 and 23, we
give more detailed tabulations of all-
India data. In the first instance, separate
details are shown for the agricultural and
the non-agricultural families. Secondly,
while in the state tables only a broad
age-distinction such as adult and non-
adultwasdone, herewe give employment
details for males and females by a much
fuller breakdown by age.

4.17 In Table 20 are shown employ-
ment details for males in agricultural
families. An examination of the figures
for different age-groups is interesting.
We might begin with the youngest age-
group of ages 6-7. (For children under 6,
employment details were not obtained).
The largest proportion is to be found in
the category of ‘not-seeking work’. It
should be noted that this category also
excludes school-going so that 46.71
percent of boys of ages 6-7 in rural India,
neither go to school nor are otherwise
occupied. The proportion of school-
going children in this age-group is 37.67
percent. In the next age-group 8-12, the
proportion of ‘not-seeking work’ is
reduced to 24.13 percent but with no

increase in the proportion of school-
going children. On the other hand a
considerable proportion of boys in this
age-group begin to earn. The proportion
of earners in the age-group 6-7 was only
5 or 6 percent and practically all of them
were self-employed in their family
business. In the age-group 8-12, nearly
24 percent of boys are reported earners,
and though most of them are self-
employed in their family businesses,
about 4 percent are employed for wages.
In addition, about 10 percent are reported
to be assisting in the household and
domestic work, such as tending of cattle.
This proportion at the age-group 6-7 was
only 5 percent. The proportion of dis-
abled children at the age group 6-7 is very
highs nearly 3 percent and the fact that
this proportion drops to 1.16 percent in
the next age-group and to 0.22 in the age
group 13-17, suggests that these disabled
children at young ages are subjected to
rather high mortality.

4.18 The proportions both of boys
going to school and of not seeking work
drop considerably in the next age-group
13-17. About 20 percent of boys of this
age go to school and about 8 percent
neither go to school nor are otherwise
occupied. In interpreting this last state-
ment, it should be noted that while those
going to school should be more or less
regular school-goers (on school-holidays
also the boys were recorded as school
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going), those in the category of not
seeking work are not necessarily those
not seeking working throughout the year.
Thisbeing 2 classificationof person-days
and not of persons, it is obvious that the
proportion of boys not seeking work
throughout the year should be consider-
ably smaller than 8 percent

4.19 In the age-group 13-17 the pro-
portion of earning boys shows a great
increase. Actually nearly 57 percent of
the boys are reported to be earning and of
these about 11 percent are employed for
wages. In addition about 10 percent assist
in household work.

4.20 The proportion of boys going to
school and those not seeking work both
drop further in the next age-group 18-22
and the two categories together account
for less than 10 percent of the boys in this
age group. The proportion of those not in
the villages of residence shows a sudden
increase at this age, and if a part of these
emigrants are supposed to be earners,
actually more than 75 percent of the boys
at this age are seen to be earners. As a
majority of the emigrant earners must be
working for wages, it would appear that
about 15 percent of the boys of the age-
group 18-22 are employed for wages.

4.21 In the next age-group 23-27, the
proportion not-seeking work remains
unchanged, but the proportion of

school-going becomes negligible. The
proportion of earners rises to nearly 87
percent but there is no great, increase in
theproportion of those earning for wages.

4.22 The pattern of employment in the
next two age-groups of 28-32 and 33-38
remains more or less the same as in the,
earlier age-group 23-27 except that they
show a considerable increase in the pro-
portion of emigrants. In these age-groups
the proportions of emigrants are seen to
be over 6 percent. The pattern further
remains the same in the next three age-
groups of 38-42, 43-47 and 48-52 except
that in these age-groups the proportions
of those in ill-health show considerable
rise and there is some drop in the pro-
portion of emigrants. The effects of old
age become apparent only from the next
age-group. In the last three age-groups of
53-57, 58-62 and 63 and above, the pro-
portions of those disabled, in ill-health
and not seeking work gradually increase
until when in the last age-group, the: three
categories account for nearly 50 percent
of the males. The proportions of earners
and emigrants consequently decrease.

4.23 The pattern of employment of
females through different ages is char-
acteristically different from those of
males. Confining our attention to
agricultural families, we might examine
Table 21 from this point of view. As we
have noted earlier the pattern of
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employment of adult males takes shape
at the age-group 23-27. With females,
this occurs a little earlier, namely, at the
age-group 18-22. The effects of old age
also became apparent somewhat earlier,
namely, from the age-group 48-52.

4.24 The proportion of school-going
among girls is of course very much
smaller than among boys. Even in the
youngest age-group 6-7, this proportion
is only 16.37 percent and at this age,
53.23 percent of the girls do neither go to
school nor are otherwise occupied. Over
20 percent are reported to assist in the
domestic duties. The proportion of dis-
abled girls, as of disabled boys, is very
high at this young age and shows sudden
drop in the next two age-groups, indi-
cating high mortality among the disabled
children.

4.25 The proportion of school-going,
already small, drops very rapidly in the
subsequent age-groups and becomes
negligible in the age-group 18-22. The
proportions of not seeking work drop
muchmore rapidly, and at ages 8-12, over
40 percent, at ages 13-17, over 60 percent
and at ages 18-22 nearly 65 percent are
reported to be engaged in household and
domestic work. The proportion of earners
in the three age-groups are 12, 24 and 24
percent, respectively. Corresponding
proportions for the boys, it will be
remembered, are 23, 57 and 75 percent,

respectively. The difference is of course
more than compensated by the larger
proportions of girls of these ages who are
engaged in domestic duties.

4.26 The proportions of the female
emigrants are very high in the age-groups
13-17 and 18-22. In fact, in these age-
groups they are higher than the corre-
sponding proportions among males. The
nature of emigration among, males and
females at these ages is presumably dif-
ferent. While the emigration among
males steadily increases in higher
age-groups, that among females gradu-
ally decreases. It appears, therefore, that
while the emigration among males is
largely for earning of livelihood, that
among females is more for domestic
reasons. Probably a large part of it might
be explained by the young wives visiting
their fathers’ home during their earlier
maternities.

4.27 While on the one hand the
employment pattern of adult females is
thus seen to take shape about five years
earlier than among males, the effects of
old age among females are also seen to
become apparent about five years earlier.
As we have noted, the effect of old age
among males becomes apparent from the
age-group 53-57. Among females it is
seen to become effective at the earlier
age-group 48-52. The proportion of dis-
abled, which in most cases should be no
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more than old age disabilities, suddenly
shoots up to above 7 percent in this
age-group. This proportion then rapidly
rises until in the final age-group of 63 and
above, nearly 50 percent of females are
reported as disabled. This proportion
among males is only 26.44 percent.
Underlying these large proportions of
disabled among females, are of course the
physiological differences between males
and females. The sociological factors
affecting the different economic roles
that the male and the female - are called
upon to play are, however, likely to be
more important. While among adult
males above 80 percent are earners,
among females the proportion is only
about 25 percent. On the other hand about
65 percent of the adult females are seen
to be engaged in household and domestic
duties. Apparently the males take a
somewhat longer period of training and
upbringing to enter into their respective
occupations than do the females before
they undertake domestic responsibilities.
Consequently in their old age they are
also relieved earlier from the domestic
responsibilities by their daughters and
daughters-in-law replacing them, than
are the men by their sons. The women are
thus seen to begin and to conclude their
normal working life somewhat earlier
than the men do.

4.28 In Tables 22 and 23 we give
employment details for males and
females, among the non-agricultural
families. In both the cases the employ-
ment patterns are strikingly different
from those of the agricultural families,
the characteristic feature being a high
level of unemployment among the non-
agricultural families as compared with
the agricultural families. Thus among
males the reporting of unemployment
begins in the young age-group of 13-17
where the proportion of unemployment
is above 6 percent. It remains equally
high even in the oldest age group of 63
and above. Throughout the period from
age 13 to the ripe age of 63 and above,
the unemployment remains high and
ranges between 6 and 9 percent. The
proportion of unemployed among
females, though relatively smaller, is
very high compared with the situation in
agricultural families where the propor-
tion of unemployment in no age-group
much exceeds 1 percent. Among the
non-agricultural families, the proportion
of unemployment remains between 3 to
5 percent at all ages between 13 and 52.

4.29 Among adult males about 8 or 9
percent are reported to be self-employed
on farm. This must be largely due to a
misclassification by the investigator of a
few agricultural families as non-
agricultural. About 20 percent are self-
employed in non-farm business. On the
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other hand, nearly 40 to 45 percent of the
males are employed for wages divided
about equally between farm and non-
farm labour. Among adult females about
20 percent are employed for wages, about
13 percent on farm and 7 percent else-
where. To sum up, therefore, a high level
of employment for wages and
consequently a relatively higher level of
unemployment are the characteristic
features of the employment pattern
among the non-agricultural families.

4.30 The category of unemployed was
earlier commented upon. In order to
appreciate the dimensions of unemploy-
ment, the reported unemployment should
be related to those offering for hired or
salaried employment. In Table 24 we
extract the necessary categories from
Tables 16, 17, 18 and 19. The figures are
given separately for all states and sepa-
rately for adult and non-adult males and
females. For instance, considering the
adult males, in the first column is given
the percentage of those employed for
wages or salaries in farm and non-farm
occupations. In the next column is shown
the percentage reported, to be unem-
ployed. In the third column, the unem-
ployed is expressed as a percentage of the
total of the first two columns, being the
percentage ‘seeking’ hired employment.
Thus related, it will be observed that
nearly 17 percent of the rural population,

offering for hired employment is unem-
ployed. This percentage is higher in the
south, except in the Bombay Deccan,
than in the north. The percentage is nearly
the same for adult females. Among
children of both sexes it is nearly 8 or 9
percent. The unemployment is generally
higher in the south where it is nearly 25
percent, though the Bombay Deccan is a
remarkable exception with very lot
unemployment. In the north, the per-
centage is lower, nearly 15 percent,
though Rajasthan is again an exception
with a very high proportion of unem-
ployed among those offering for hired
employment. It should be noted
nevertheless that in this case, the pro-
portion offering for hired employment is
itself considerably smaller than in most
other states and particularly in the
southern states.

4.31 Table 25 gives a similar statement
for the whole of India where a distinction
between the agricultural and the non-
agricultural families is made and the
distinction between the adult and the
non-adult is extended by means of a fuller
age-distribution as given inTables 20, 21,
22 and 23. We have earlier noted that
unemployment is prevalent on a much
larger scale among the non-agricultural
families than among the agricultural
families. However, when the unemploy-
ment is related to those offering for hired
employment, as we do in these tables, it
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is seen that the incidence of unemploy-
ment is about the same in two cases; if
anything, it is a little larger among the
agricultural families than among the
non-agricultural families. By age-group,
the unemployment is seen to be lowest
between ages 28 to 37 among males and
between 18 and 27 among females.

4.32 Among the many categories into
which the person-days were distributed
in Tables 16, 17, 18 and 19, the two
categories of hired employment, namely,
hired employment on farm and in non-
farm occupations are of special interest.
An attempt was made in the Schedule to
make available independent estimates of
employment in these categories. The
details of employment in C-II were
obtainedfrom the employees themselves.
In C-III, the corresponding information
was obtained from the employers, asking
each selected family the details regarding
the employment given by that family to
others during the preceding week. The
details of employment given in C-II were
only for three days immediately preced-
ing the interview. To make them com-
parable with the details obtained in C-III
they were brought to a weekly basis by
multiplying by 7/3. Thus compared, the
two sets of data should agree except for
the random errors of sampling and biases
of response, provided the sampled pop-
ulation covered the related employers
and employees. The random errors arise

out of the fact that the data are based on
only a small sample of families from each
village. The biases of response are of
various types; we shall indicate some of
themin the following. Mainly theremight
be a bias of either over or under-reporting
either by the employers or by the
employees; there might also be some
differential bias affecting the male and
female employees.

4.33 The possibility of an incomplete
coverage of the related employer and the
employee population arises out of the fact
that even conceptually the NSS sample
covers only the rural households. On the
one hand it does not cover the urban area,
roughly consisting of all towns of above
five thousand population. On the other
hand it leaves out all institutions other
than the household. Consequently if an
employee seeks employment in a neigh-
bouring urban centre, as often do the
casual labour, or where even though the
employee is employed in the village of
residence the employer resides outside
the rural area, as does an absentee land-
lord managing his farm with hired labour,
it is obvious that the sample of rural
families fails to cover some of the
employers giving employment to them.
Similarly, where the employer is an
institution such as government, a school
or a society, the sample of household falls
to cover it. Therefore, in all such cases it
is obvious that the employment reported
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in C-III by the employers will fall short
of that reported in C-II by the employees.
There is also the other possibility of
missing some of the employees. It arises
mainly out of a certain definitional
ambiguity in listing the family members
in the selected families. When in some
cases the farm or domestic servants were
provided board with the employer they
were sometimes listed as members of the
employer’s family. In such cases, the
employees were recorded as self-
employed in the family business. On the
other hand in C-III the employer reported
their employment by him. Sometimes,
the employees were not listed as mem-
bers of the family of the employer, but
could not be constituted into separate
families as they were discovered only
after the sample of families was selected.
In these cases, therefore, the reporting in
C-II would fall short of the employment
reported in C-III.

4.34 We shall now proceed to compare
the employment reported in C-II and
C-III. In order to make the data in the two
comparable, the following adjustments
were made: The data in C-II was based
on employment details for only three
days while that in C-III was based on a
reporting for a week. The former have
been brought to one week basis by mul-
tiplying by 7/3. Secondly, the data in C-II
has been tabulated for adult and non-adult
males and females. In C-III only a

three-fold distinction as between male,
female and children was made. Hence the
non-adult males and females in C-II have
been combined and compared with the
children in C-III. Thirdly, in noting the
hired employment in C-II, only a two-
fold distinction was made as between
hired employment on farm and in
non-farmoccupations. On the other hand,
inC-III, a three-fold distinctionwasmade
as employment on farm, in non-farm
business and domestic work. The non-
farm business and the domestic
employment in C-III have, therefore,
been combined and compared with the
non-farmhiredemployment inC-II. With
these three adjustments, the data in C-II
and C-III become formally comparable.
In both the cases the number of person-
days or labour days were worked out. To
facilitate comparison, in Table 26, we
express the labour-days in each category
as reported in C-III as percentages of the
person-day in the corresponding catego-
ries from C-II.

4.35 To begin with, let us examine the
all-India figures appearing in the last line.
Considering first all categories of
employment appearing in the last col-
umn, it appears that reporting in C-III
forms 97.16 percent of employment
reported in C-II. For all practical pur-
poses, this would be regarded as an
excellent agreement. However, a detailed
comparison between different categories
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of employment and in different states
shows that this is no more than a fortu-
itous coincidence.

4.36 Thus distinguishing the farm and
thenon-farmemployment, we see that the
farm employment reported in C-III is 43
percent more than that reported in C-II;
on the other hand, the non-farm
employment reported in C-III is only 30
percent of that reported in C-II. The latter
phenomenon, namely, of underreporting
of non-farm employment in C-III has
occurred in all states and in no state the
reporting of the non-farm employment in
C-III is much above 50 percent of that
reported in C-II. It might be thought that
this could happen on account of mis-
classification of employment into farm
and non-farm categories. In the particular
instance, it would mean that in many
cases where the employee reported as
employed in non-farm business or in
domestic work the employer reported
him to have been employed on farm.
Though this is not impossible, a more
plausible explanation appears to be the
fact of incomplete coverage of the sam-
ple; firstly in respect of the urban areas
and secondly in respect of institutions
other than the households; for it is
obvious that a large part of the non-farm
employment that the rural families seek
would be located in urban areas and, that
in many cases the employer would be an

institution. In such cases while the non-
farm employment would be appropri-
ately reported in C-II, the sample would
miss the corresponding reporting by the
employer in C-III.

4.37 Considering the farm employ-
ment, though in all-India figures, the
reporting in C-III is considerably more
than that inC-II this isnot true in all states.
The most obvious exceptions are Bihar,
Orissa, West Bengal and Assam. The
most extreme exception is that of Assam
where the farm employment reported in
C-III is only 10 percent of that reported
in C-II. This must be on account of the
fact that due to the large plantations in
that state, even the farm employment is
considerably institutionalised and hence
not reported in C-III. In the three states
of Bihar, Orissa and West Bengal the
under-reporting of farm employment in
C-III is probably on account of the bigger
landlords, though managing their farms,
being - absent from the villages.

4.38 In the remaining states, except in
Punjab, the farm employment reported in
C-III is considerably in excess of that
reported in C-II. The possibilities of
discrepancies on account of the ambi-
guityof recording the permanent servants
boarding with the employer, have been
already mentioned. Another reason
appears to be a certain reporting bias on
the part of the employees in reporting the
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employment of females. Thus it will be
observed that in most of the states where
the farm employment in C-III is in excess
of that iii C-II it is in respect of the
employment of females on farm that the
excess is larger. It appears, therefore, that
there has been in fact some under-
reporting of female employment by the
employees. On the other hand there is
apparent a considerable underreporting
of child employment by the employer.
However, this must be largely attributed
to a genuine ignorance of the age of the
employees. The distinction between the
adult and child in C-III was left to the
reporting employer while that in C-II was
arrived at by us by actual sorting of
employees by ages, those under 15 being
defined as non-adults. It is perfectly
natural, therefore, that in many cases of
child employment the employers
reported them to be adults. Another
source of discrepancy between the
employer and employee reporting of
employment is the migrant labour. Thus,
when persons from the neighbouring and
other places seek employment in a vil-
lage, their employment will be duly
reported by the employer. On the other
hand, when persons leave a village even
temporarily and seek employment else-
where, they are often likely to be alto-
gether omitted from the enumeration of
the family members. It will be noted that

for the purposes of noting the employ-
ment details in C-II, we had provided for
a category called ‘outside the village’.
However, as will be seen from the earlier
tables, the reported person-days in this
category are nowhere sufficient to
account for the large discrepancy
between the employer and employee
reporting of farm employment. There-
fore, it seems possible that there has been
some underenumeration among persons
who had left the village even temporarily.

4.39 Schedule C-III gives person-days
employed in farm, non-farm and
domestic work, as also wages paid to the
labour so employed. It is, therefore,
possible to derive wage rates for different
kinds of labour employed for different
purposes. In Table 27 are given wage
rates for male, female and child labour
employed in farm, non-farm and
domestic work in different states. It
should be noted that these data are
reported by the employer. It will be seen
that the all-India wage rates are approx-
imately Re. I for male, As. 10 for female
and As. 8 for child labour. Wage rates are
generally very high in Punjab, Bihar,
West Bengal and Assam. They are very
low in Madhya Pradesh and also though
to a smaller extent, in Orissa, Madhya
Bharat, and Mysore-Travancore.
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Table 16.

Percentage Distribution of Adult Male-days in Different Employment Categories (C-II)

STATE Category of employment

Out of Self- Hired Self- Hired House- School Not Unem- Ill- Dis- Total

village emplo- farm emplo- non- hold seeking ployed health abled  =100

yed on labour yed in farm work work

farm non- labour  and do

farm mestic

occu- duties

pation

1. Punjab, etc. 8.23 37.42 5.58 12.44 9.35 11.50 0.82 5.52 3.45 3.34 2.35 2861

2. Rajasthan, Ajmer 9.57 37.88 2.74 20.07 5.23 5.47 0.41 4.94 3.51 6.18 4.00 2335

3. Uttar Pradesh 4.51 39.67 7.18 14.46 6.74 11.70 1.80 5.59 2.36 3.38 2.61 6004

4. Bihar 8.59 33.02 14.00 10.93 9.93 7.03 1.79 5.20 3.58 3.90 2.03 4145

5. Orissa 3.64 33.73 9.61 11.28 13.65 9.30 1.83 5.66 3.93 5.02 2.35 1540

6. West Bengal 6.80 41.38 12.95 6.91 5.99 11.13 1.63 3.98 2.74 5.37 1.12 2164

7. Assam, etc. 2.25 42.30 17.70 7.28 12.88 8.31 2.68 2.89 0.74 2.02 0.95 1557

8. Madhya Bharat,etc. 5.87 31.66 9.01 18.86 6.08 9.40 0.66 7.89 3.26 4.21 3.10 2510

9. Madhya Pradesh 6.34 26.45 19.18 10.53 12.45 3.64 0.24 11.23 3.81 4.10 2.03 3290

10. Hyderabad 1.47 31.29 12.19 13.14 13.23 4.33 0.53 6.49 8.46 5.33 3.54 1561

11. N. Bombay, etc. 3.11 50.87 9.52 10.70 7.56 1.84 0.58 4.05 5.10 2.61 4.06 3501

12. Bombay Deccan 2.35 51.28 12.51 10.08 6.35 4.13 1.10 5.47 0.93 2.54 3.26 4289

13. Madras 3.40 39.54 15.33 8.33 9.22 4.06 1.42 4.86 7.66 4.12 2.06 5232

14. Mysore, etc. 5.16 33.00 10.48 10.91 11.15 4.31 4.63 5.61 6.61 5.76 2.38 2058

15. All-India 5.25 38.03 11.29 11.87 8.87 6.94 1.38 5.72 4.10 3.99 2.56 43047
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Table 17.
Percentage Distribution of Adult Female-days in Different Employment Categories (C-II)

STATE Category of employment

Out of Self- Hired Self- Hired House- School Not Unem- Ill- Dis- Total
village emplo- farm emplo- non- hold seeking ployed health abled  =100

yed on labour yed in farm work work
farm non- labour  and do

farm mestic
occu- duties
pation

1. Punjab, etc. 4.72 4.76 2.41 2.11 1.71 72.80 0.13 2.25 0.22 3.46 5.43 2519

2. Rajasthan, Ajmer 7.29 22.30 2.31 8.74 2.40 43.94 0.50 1.79 1.08 2.60 7.05 2145

3. Uttar Pradesh 2.27 5.95 1.26 2.82 2.28 74.15 0.12 3.07 0.98 2.86 4.24 5379

4. Bihar 3.15 5.50 4.74 3.72 3.44 65.39 1.03 1.69 0.92 4.15 6.27 4210

5. Orissa 2.62 1.32 2.46 3.35 1.96 69.54 3.77 4.12 1.51 1.78 7.57 1644

6. West Bengal 1.50 2.90 3.53 1.29 2.48 73.04 2.73 2.84 1.34 3.01 5.34 2087

7. Assam, etc. 0.44 11.94 14.72 0.88 7.19 54.42 - 3.34 0.29 1.61 5.17 1304

8. Madhya Bharat,etc. 1.53 7.00 6.20 2.91 2.24 68.49 - 3.96 1.27 2.73 3.67 2436

9. Madhya Pradesh 4.35 10.69 10.92 3.95 6.25 49.45 - 4.27 2.16 2.77 5.19 3365

10. Hyderabad 1.75 13.45 12.42 3.08 4.31 45.33 - 3.40 4.60 3.13 8.53 1501

11. N. Bombay, etc. 2.58 22.70 3.80 2.05 1.97 54.20 - 2.16 2.12 2.06 6.36 3319

12. Bombay Deccan 0.86 30.87 9.12 1.90 1.16 39.22 1.86 5.30 0.58 3.37 5.76 3974

13. Madras 1.76 11.41 12.41 2.95 3.00 49.44 0.30 5.25 5.01 4.00 4.47 5206

14. Mysore, etc. 1.92 11.75 7.96 0.73 4.76 55.13 1.78 6.26 2.37 3.53 3.81 1927

15. All-India 2.69 11.04 6.39 2.99 3.09 59.25 0.69 3.49 1.89 3.08 5.40 41016
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Table 18.
Percentage Distribution of Non-Adult Male-Days, in Different Employment Categories (C-II).

STATE Category of employment

Out of Self- Hired Self- Hired House- School Not Unem- Ill- Dis- Total
village emplo- farm emplo- non- hold seeking ployed health abled  =100

yed on labour yed in farm work work
farm non- labour  and do

farm mestic
occu- duties
pation

1. Punjab, etc. 2.21 9.43 2.56 4.98 2.69 14.14 35.35 26.11 - 2.15 0.38 1200

2. Rajasthan, Ajmer 1.30 17.17 1.02 24.03 2.77 5.75 16.67 26.91 - 2.27 2.11 1100

3. Uttar Pradesh 0.80 8.32 0.94 6.05 3.82 12.68 31.01 31.89 1.18 1.25 2.06 2271

4. Bihar 2.85 7.18 3.44 6.85 2.56 16.11 31.91 24.39 0.55 1.57 2.59 1815

5. Orissa 0.74 5.84 2.90 15.52 3.55 7.92 32.40 19.57 - 2.08 9.48 612

6. West Bengal 0.96 6.11 6.83 3.11 3.08 12.68 36.47 19.86 1.48 2.73 6.69 860

7. Assam, etc. 0.59 11.36 7.73 2.05 3.07 14.11 33.84 23.97 0.18 1.99 1.11 854

8. Madhya Bharat,etc. 1.08 6.08 2.89 12.55 4.64 12.70 11.35 43.46 0.17 1.89 3.19 1201

9. Madhya Pradesh 3.29 5.21 7.59 4.87 5.62 11.88 28.83 30.47 0.18 1.69 0.37 1406

10. Hyderabad 2.15 8.74 7.09 8.81 3.98 10.42 25.36 29.12 1.57 0.69 2.07 653

11. N. Bombay, etc. 0.77 20.62 2.35 6.72 3.01 6.06 33.24 25.11 0.89 0.83 0.40 1887

12. Bombay Deccan 0.49 17.72 3.03 5.85 1.69 5.79 45.62 18.44 - 1.37 - 1988

13. Madras 1.05 8.49 6.23 8.56 2.94 9.73 31.01 28.10 1.57 0.92 1.40 2167

14. Mysore, etc. 0.33 5.08 1.80 6.14 0.96 5.99 62.68 15.31 0.24 0.75 0.72 831

15. All-India 1.38 10.09 3.81 7.97 3.23 10.71 31.78 26.92 0.66 1.50 1.95 18845
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Table 19.

Percentage Distribution of Non-Adult Female-Days in

Different Employment Categories (C-II).

STATE Category of employment

Out of Self- Hired Self- Hired House- School Not Unem- Ill- Dis- Total

village emplo- farm emplo- non- hold seekin ployed health abled  =100

yed on labour yed in farm work g

farm non- labour  and do work

farm mestic

occu- duties

pation

1. Punjab, etc. 2.50 2.96 0.26 2.64 0.42 52.98 7.75 28.38 - 1.82 0.29 1138

2. Rajasthan, Ajmer 4.15 12.02 1.48 11.40 0.72 41.96 1.93 24.27 0.18 0.29 1.60 1049

3. Uttar Pradesh 2.13 4.06 0.30 1.92 0.35 50.08 6.37 33.28 0.19 0.41 0.91 2058

4. Bihar 1.96 2.88 3.39 1.09 1.78 48.50 7.51 22.29 0.64 1.94 8.02 1599

5. Orissa 3.62 0.42 3.10 2.35 0.42 49.30 4.98 23.59 1.13 0.80 10.29 532

6. West Bengal 1.70 0.42 0.61 0.67 0.42 52.91 12.32 25.80 - 0.76 4.39 826

7. Assam, etc. 0.09 6.62 3.12 0.34 4.49 44.15 8.89 30.17 - - 2.13 585

8. Madhya Bharat,etc. 1.84 2.20 1.49 2.79 0.36 41.77 1.51 42.28 0.36 0.77 4.63 1193

9. Madhya Pradesh 3.95 4.97 6.68 2.53 2.23 37.23 7.06 31.21 0.62 2.54 0.98 1247

10. Hyderabad 2.54 8.43 5.00 1.33 2.30 40.22 6.17 29.45 1.82 1.09 1.65 620

11. N. Bombay, etc. 2.31 12.74 1.49 2.04 0.97 34.12 16.92 28.48 0.22 0.59 0.12 1494

12. Bombay Deccan 0.26 13.15 2.88 2.18 0.14 35.84 14.34 30.30 - 0.56 0.85 1820

13. Madras 0.83 5.13 6.13 1.93 1.91 37.25 14.55 30.87 0.60 0.47 0.33 2168

14. Mysore, etc. 2.04 3.66 3.45 0.81 0.96 28.00 45.55 14.39 - 0.60 0.54 834

15. All-India 2.09 5.70 2.84 2.45 1.18 42.39 10.85 28.92 0.38 0.93 2.27 17163
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Table 20.

Percentage Distribution of Age-Classified Male-Days of Agricultural Families in

Different Employment Categories (C-II).

Category of employment

Age group Out of Self- Hired Self- Hired House- School Not Unem- Ill- Dis- Total

(years) village emplo- farm emplo- non- hold seeking ployed health abled  =100

yed on labour yed in farm work work

farm non- labour  and do

farm mestic

occu- duties

pation

1. 6-7 0.89 2.83 . 0.13 2.35 - 4.91 37.67 46.71 0.75 0.97 2.79 2259

2. 8-12 1.17 11.04 2.11 8.24 1.64 10.06 37.88 24.13 1.17 1.40 1.16 6216

3. 13-17 1.46 34.72 6.25 11.44 4.55 10.44 19.85 8.10 1.34 1.63 0.22 4110

4. 18-22 3.81 51.21 7.26 9.59 5.51 7.26 4.77 4.89 2.96 2.20 0.54 4461

5. 23-27 3.85 55.77 7.31 8.80 6.51 7.08 0.34 4.76 3.04 2.35 0.29 3489

6. 28-32 6.07 55.26 7.97 8.78 4.72 7.04 0.03 5.60 1.82 2.63 0.08 3837

7. 33-37 6.19 55.62 7.49 7.56 5.40 6.63 - 5.65 2.01 2.70 0.75 2778

8. 38-42 5.60 54.55 6.20 8.38 4.25 7.87 - 5.13 3.02 4.05 0.95 2517

9. 43-47 4.05 54.94 5.01 10.88 4.85 7.94 - 5.55 1.71 4.11 0.96 1875

10. 48-52 4.61 56.39 6.12 7.27 2.61 7.57 - 6.12 3.05 4.31 1.95 1995

11. 53-57 6.20 50.27 3.68 8.95 3.36 9.77 - 7.05 2.31 4.94 3.47 951

12. 58-62 3.44 44.25 2.91 7.70 2.91 9.87 - 7.92 3.29 7.40 10.31 1338

13. 63 & 2.08 30.76 1.36 6.18 1.36 7.97 - 9.34 0.72 13.79 26.44 1392

over

14. All ages 3.50 40.57 5.23 8.47 3.85 8.13 11.41 11.56 2.02 3.05 2.21 37218



VOL. 33 NOS.1-3 REPORT ON THE POONA SCHEDULES OF THE NATIONAL SAMPLE SURVEY 445

Table 21.
Percentage Distribution of Age-Classified Female-Days of Agricultural Families in Different Employment

Categories (C-II)

Category of employment

Age group Out of Self- Hired Self- Hired House- School Not Unem- Ill- Dis- Total
(years) village emplo- farm emplo- non- hold seeking ployed health abled  =100

yed on labour yed in farm work work
farm non- labour  and do

farm mestic
occu- duties
pation

1. 6-7 1.05 1.78 - 0.96 0.09 21.27 16.37 53.23 0.82 0.59 3.84 2187

2. 8-12 1.44 7.31 1.19 3.28 0.20 42.79 12.64 28.01 0.54 0.75 1.85 5886

3. 13-17 3.67 16.10 4.11 2.92 0.67 61.01 2.56 5.66 1.27 1.60 0.43 3870

4. 18-22 4.33 16.60 3.76 2.04 1.38 65.03 0.27 3.53 0.62 2.04 0.40 4497

5. 23-27 2.84 17.85 4.17 2.20 1.25 66.41 0.08 1.95 0.89 2.11 0.25 3597

6. 28-32 1.64 16.96 4.52 2.12 1.02 68.95 - 1.89 0.96 1.44 0.50 3543

7. 33-37 2.20 19.47 3.58 2.63 1.47 64.26 - 2.68 1.38 1.81 0.52 2316

8. 38-42 0.85 20.60 4.43 1.74 1.56 64.68 - 2.36 1.04 2.03 0.71 2121

9. 43-47 1.75 13.89 4.53 2.23 2.05 66.55 - 2.60 0.91 3.68 1.81 1656

10. 48-52 1.77 15.45 2.92 2.87 0.77 60.16 - 4.36 1.10 3.48 7.12 1812

11. 53-57 3.03 8.74 1.98 1.98 1.40 60.84 - 3.26 0.35 5.48 12.94 858

12. 58-62 2.44 5.04 0.87 1.18 1.10 48.94 - 5.75 0.24 5.83 28.61 1269

13. 63 & 0.78 8.29 1.10 0.39 - 27.77 - 5.88 0.31 10.59 49.89 1275

over

14. All ages 2.30 13.36 3.02 2.28 0.93 56.32 3.49 10.71 0.84 2.30 4.45 34887
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Table 22.

Percentage Distribution of Age-Classified Male-Days of Non-Agricultural Families in Different Employ-

ment Categories (C-II).

Category of employment

Age group Out of Self- Hired Self- Hired House- School Not Unem- Ill- Dis- Total

(years) village emplo- farm emplo- non- hold seeking ployed health abled  =100

yed on labour yed in farm work work

farm non- labour  and do

farm mestic

occu- duties

pation

1. 6-7 1.45 0.62 0.35 1.04 1.04 8.52 31.67 47.96 1.32 0.62 5.41 1443

2. 8-12 1.48 2.76 5.21 6.47 4.99 13.41 35.23 26.58 1.67 1.33 1.87 4065

3. 13-17 3.77 5.51 16.46 12.40 14.51 8.79 16.71 12.19 6.22 2.82 0.62 2412

4. 18-22 5.76 9.10 25.90 19.94 16.85 4.37 1.79 5.44 7.83 2.62 0.40 2517

5. 23-27 5.49 8.43 23.95 19.94 20.91 4.29 0.14 6.02 8.09 2.26 0.48 2076

6. 28-32 8.07 8.02 23.27 21.51 17.88 5.12 - 7.64 5.25 2.77 0.47 2343

7. 33-37 7.46 8.72 22.17 20.23 22.56 2.85 - 6.50 4.73 4.44 0.34 1755

8. 38-42 5.35 7.80 23.30 22.63 19.79 3.90 - 4.52 7.69 4.24 0.78 1794

9. 43-47 4.76 6.70 18.53 26.29 17.64 4.67 - 8.71 7.32 4.59 0.79 1134

10. 48-52 5.56 8.00 18.43 18.01 17.85 5.47 - 7.15 9.09 8.42 2.02 1188

11. 53-57 7.37 9.82 15.26 18.60 12.81 6.84 - 8.60 6.84 9.12 4.74 570

12. 58-62 5.96 9.35 12.33 20.60 9.08 10.57 - 8.94 7.32 7.59 8.26 738

13. 63 & 5.60 5.33 5.60 13.25 9.56 5.74 - 9.02 6.01 10.93 28.96 732

over

14. All ages 4.81 6.47 16.53 15.92 14.13 7.01 10.28 13.30 5.60 3.52 2.43 22767
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Table 23.

Percentage Distribution of Age-Classified Female-Days of Non-Agricultural Families, in Different

Employment Categories (C-II)

Category of employment

Age group Out of Self- Hired Self- Hired House- School Not Unem- Ill- Dis- Total

(years) village emplo- farm emplo- non- hold seeking ployed health abled  =100

yed on labour yed in farm work work

farm non- labour  and do

farm mestic

occu- duties

pation

1. 6-7 0.78 0.16 0.16 0.23 0.23 19.93 19.00 51.02 1.56 0.62 6.31 1284

2. 8-12 1.83 1.89 4.71 1.94 1.72 42.40 13.55 27.15 2.13 1.04 1.64 3654

3. 13-17 4.97 2.62 9.43 2.80 6.67 59.45 2.11 6.94 3.17 1.56 0.28 2175

4. 18-22 3.12 3.51 14.15 4.40 4.93 59.01 0.21 4.29 3.87 1.98 0.53 2820

5. 23-27 3.23 3.91 14.28 4.34 6.75 58.76 - 2.56 3.23 2.51 0.43 2073

6. 28-32 2.85 2.06 13.63 5.46 7.32 68.87 - 2.61 4.55 2.41 0.24 2526

7. 33-37 1.27 3.31 13.74 4.72 8.88 58.78 - 2.82 4.16 1.90 0.42 1419

8. 38-42 1.32 3.08 12.52 8.62 7.99 55.98 - 2.07 4.53 2.77 1.12 1590

9. 43-47 2.21 1.88 14.57 6.18 6.51 53.64 - 4.08 4.97 4.30 1.66 906

10. 48-52 2.33 2.83 12.97 6.40 5.82 50.78 - 4.57 3.16 4.49 6.65 1203

11. 53-57 2.13 2.89 7.71 6.74 5.97 45.47 - 3.85 1.35 5.97 17.92 519

12. 58-62 1.85 1.23 7.16 4.69 4.20 33.21 - 9.26 2.72 7.78 27.90 810

13. 63 & 1.14 2.84 1.82 3.98 3.19 22.07 - 6.60 2.84 7.96 47.56 879

over

14. All ages 2.45 2.55 10.13 4.26 5.26 50.26 3.62 10.78 3.32 2.64 4.73 21858
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Table 24.
Proportion of Unemployed Labour Force to that Offering for Employment

State Adult males Adult females Non-adult males Non-adult females

Hired Unem- Propor- Hired Unem- Propor- Hired Unem- Propor- Hired Unem- Propor-

farm & ployed tion of farm & ployed tion of farm & ployed tion of farm & ployed tion of

non- (2) to non- (2) to non- (2) to non- (2) to

farm (1+2) farm (1+2) farm (1+2) farm (1+2)

labour labour labour labour

1 2 % 1 2 % 1 2 % 1 2 %

1. Punjab, etc. 14.93 3.45 18.77 4.12 0.22 5.07 5.25 - - 0.68 - -

2. Rajasthan, Ajmer 7.97 3.51 30.57 4.71 1.08 18.65 3.79 - - 2.20 0.18 7.56

3. Uttar Pradesh 13.92 2.36 14.50 3.54 0.98 21.68 4.76 1.18 19.87 0.65 0.19 22.62

4. Bihar 23.93 3.58 13.01 8.18 0.92 10.11 6.00 0.55 8.40 5.17 0.64 11.02

5. Orissa 23.26 3.93 14.45 4.42 1.51 25.46 6.45 - - 3.52 1.13 24.30

6. West Bengal 18.94 2.74 12.64 6.01 1.34 18.23 9.91 14.8 12.99 1.03 - -

7. Assam, etc. 30.58 0.74 2.36 21.91 0.29 1.31 10.80 0.18 1.64 7.61 - -

8. Madhya Bharat, 27.87 3.26 17.77 8.44 1.27 13.08 7.53 0.17 2.21 1.85 0.36 16.29

etc.

9. Madhya Pradesh 31.68 3.81 10.75 17.17 2.16 11.17 13.21 0.18 1.34 8.91 0.62 6.51

10. Hyderabad 25.42 8.46 24.97 16.73 4.60 21.57 11.07 1.57 12.42 7.30 1.82 19.96

11. N. Bombay, etc. 17.08 5.10 22.99 5.77 2.12 26.87 5.36 0.89 14.24 2.46 0.22 8.21

12. Bombay Deccan 18.86 0.93 4.70 10.28 0.58 5.34 4.72 - - 3.02 - -

13. Madras 24.55 7.66 23.78 15.41 5.01 24.53 9.17 1.57 14.62 8.04 0.60 6.94

14. Mysore, etc. 21.63 6.61 23.41 12.72 2.37 15.71 2.76 0.24 8.00 4.41 - -

15. All-India 20.16 4.10 16.90 9.48 1.89 16.62 7.04 0.66 8.57 4.02 0.38 8.64
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Table 25.

Proportion of Unemployed Labour Force to that Offering for Employment,

in Different Age Groups (C-II)

Age group Adult males Adult females Non-adult males Non-adult females

Hired Unem- Propor- Hired Unem- Propor- Hired Unem- Propor- Hired Unem- Propor-

farm & ployed tion of farm & ployed tion of farm & ployed tion of farm & ployed tion of

non- (2) to non- (2) to non- (2) to non- (2) to

farm (1+2) farm (1+2) farm (1+2) farm (1+2)

labour labour labour labour

1 2 % 1 2 % 1 2 % 1 2 %

1. 6-7 0.13 0.75 85.23 0.09 0.82 90.11 1.39 1.32 48.71 0.39 1.56 80.00

2. 8-12 3.75 1.17 23.78 1.39 0.54 27.98 10.20 1.67 14.07 6.43 2.13 24.88

3. 13-17 10.80 1.34 11.04 4.78 1.27 21.00 30.97 6.22 16.72 16.10 3.17 16.45

4. 18-22 12.77 2.96 18.82 5.14 0.62 10.76 42.75 7.83 15.48 19.08 3.87 16.86

5. 23-27 13.82 3.04 18.03 5.42 0.89 14.10 44.86 8.09 15.28 21.03 3.23 13.31

6. 28-32 12.69 1.82 12.54 5.54 0.96 14.77 41.15 5.25 11.31 20.95 4.55 17.84

7. 33-37 12.89 2.01 13.49 5.05 1.38 21.46 44.73 4.73 9.56 22.62 4.16 15.53

8. 38-42 10.45 3.02 22.42 5.99 1.04 14.79 43.09 7.69 15.14 20.51 4.53 18.09

9. 43-47 9.86 1.71 14.78 6.58 0,91 12.15 36.17 7.32 16.83 21.08 4.97 19.08

10. 48-52 8.73 3.05 25.89 3.69 1.10 22.96 36.28 9.09 20.04 18.79 3.16 14.40

11. 53-57 7.04 2.31 24.71 3.38 0.35 9.38 28.07 6.84 19.59 13.68 1.35 8.98

12. 58-62 5.82 3.29 36.11 1.97 0.24 10.86 21.41 7.32 25.48 11.36 2.72 19.32

13. 63 & 2.72 0.72 20.93 1.10 0.31 22.00 15.16 6.01 28.39 5.01 2.84 36.18

above

14. All ages 9.08 2.02 18.20 3.95 0.84 17.54 30.66 5.60 15.44 15.39 3.32 17.74
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Table 26.
Weekly Hired Labour Days as Reported by Employers to those Reported

by Employees (C-II and C-III).

State Farm males Total Farm Females Total Farm Children Total Farm All Non- Total

Non- Non- Non- farm
farm farm farm

1. Punjab, etc. 73.24 33.28 48.20 199.31 - 116.70 - - - 93.66 25.62 54.35

2. Rajasthan, Ajmer 493.12 21.09 183.25 619.32 30.72 319.26 12.72 43.03 30.51 446.07 27.37 194.18

3. Uttar Pradesh 181.29 30.63 108.36 157.30 112.79 128.64 106.24 41.49 56.12 174.29 48.48 106.19

4. Bihar 96.86 - 56.66 61.43 - 85.58 19.38 - 11.80 78.89 - 46.29

5. Orissa 56.03 13.51 31.08 - 16.29 7.22 - 27.67 11.40 37.23 15.12 25.19

6. West Bengal 95.00 64.58 85.37 19.03 45.13 29.79 23.88 18.59 22.19 70.74 53.30 64.88

7. Assam, etc. 16.49 37.14 25.19 3.07 - 2.06 5.98 - 3.69 10.21 21.48 14.56

8. Madhya Bharat, etc. 211.83 55.17 148.76 164.83 64.67 138.31 21.00 45.69 34.17 172.00 54.98 127.16

9. Madhya Pradesh 102 62 35.53 76.16 221.86 34.15 153.55 14.04 13.65 13.90 125.28 31.92 89.86

10. Hyderabad 142.65 55.52 97.30 199.01 23.16 153.68 73.52 15.16 53.52 154.04 43.58 109.O9

11. N. Bombay, etc. 180.16 22.88 110.56 435.32 52.81 304.67 110.34 10.53 58.72 232.58 25.58 143.00

12. Bombay Deccan 177.58 37.59 130.43 190.83 1.86 169.44 25.28 72.88 36.81 165.35 36.52 131.90

13. Madras 139.82 16.54 93.53 321.60 34.55 265.75 36.19 45.24 38.74 192.05 24.38 141.37

14. Mysore, etc. 298.64 43.32 167.03 316.18 58.62 219.82 43.83 17.37 36.74 278.16 46.25 173.91

15. All-India 135.06 28.91 88.36 208.38 36.47 152.39 30.96 23.88 28.11 142.83 29.85 97.16
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Table 27.
Wages (in rupees) per Labour day, for Males, Females and Children (C-III)

Males Females Children

State Farm Non- Dome- Total Farm Non- Dome- Total Farm Non- Dome- Total

farm stic farm stic farm stic

1. Punjab, etc. 1.43 1.30 1.81 1.47 0.97 - - 0.97 - - - -

2. Rajasthan, Ajmer 1.03 0.68 0.32 1.00 0.57 0.43 0.24 0.56 0.51 0.21 - 0.26

3. Uttar Pradesh 0.96 0.99 0.71 0.96 0.81 0.50 0.39 0.57 0.58 0.37 0.50 0.51

4. Bihar 1.34 - -   1 .34 0.88 - - 0.88 0.96 - - 0.96

5. Orissa 0.83 0.59 0.56 0.76 - 0.75 0.24 0.29 - 0.76 - 0.76

6. West Bengal 1.39 1.50 1.37 1.40 0.59 1.92 1.08 1.08 0.60 0.75 0.75 0.64

7. Assam, etc. 1.78 1.73 1.97 1.84 1.00 - - 1.00 0.28 - - 0.28

8. Madhya Bharat, 0.71 0.91 1.13 0.75 0.92 0.82 0.97 0.92 0.31 0.61 - 0.52

9. etc. 0.51 0.36 0.29 0.48 0.37 0.25 0.18 0.36 0.31 0.40 - 0.34

10. Madhya Pradesh 0.84 1.42 0.54 0.92 0.61 0.64 0.07 0.60 0.52 0.77 0.73 0.54

11. Hyderabad 1.03 0.84 0.97 1.02 0.88 0.89 0.27 0.84 0.83 0.50 0.59 0.81

12. N. Bombay, etc. 1.04 1.48 0.89 1.12 0.50 - 0.38 0.50 0.47 0.60 0.67 0.53

13. Bombay Deccan 1.02 1.03 0.87 1.02 0.55 - 0.47 0.55 0.41 0.66 0.25 0.43

14. Madras 0.68 1.20 0.80 0.73 0.62 0.90 0.63 0.63 0.98 0.56 0.24 0.90

Mysore, etc.

15. All-India 0.95 1.04 1.06 0.97 0.60 0.63 0.45 0.59 0.57 0.52 0.42 0.54
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5.  REAL  ESTATE  IN  LAND  AND
BUILDINGS,   REAL   ESTATE

IMPROVEMENTS   AND
RESIDENTIAL HOUSING

5.1 In Table 28, we give details of real
estate in land and buildings, of real estate
improvements during the year and of
residential housing.

5.2 In the first column of the table we
show, for different states, the land-
holding families as proportions of all
families. Considering all states, it will be
seen that about 60 percent of the rural
families are land holders. This proportion
does not vary greatly in different states
except that it is rather low in Punjab and
Assam. In the latter state, it is obviously
on account of the large plantation estates.
In Punjab, the low proportion of land
holders is probably on account of the
post-partition conditions prevailing in
that state. The proportion of land holders
is very high in the Bombay Deccan which
is the premier Rayatwari tract. It is also
considerably high inOrissa. In the second
column are shown the average land
holdings per land holder. The average
land holding in the country is of 11 acres.
There are, however, considerable varia-
tions between different states. Uttar
Pradesh, Bihar, Orissa, West Bengal and
Assam form in this respect a homoge-
neous block with land holding ranging
from 6 to 7 acres. In the south, Madras,
Mysore and Travancore have slightly

bigger land holdings of 7 to 10 acres. In
the north, in Punjab, Rajasthan, Madhya
Bharat and Vindhya Pradesh the average
holdings vary between 12 and 18 acres.
In Madhya Pradesh, Hyderabad, Sau-
rashtra and Bombay, they range from 12
to 16 acres.

5.3 In the third column of the table are
shown the proportions of families having
real estate in buildings. The proportion in
the country is 89 percent. It is very high
in Bihar, Orissa, West Bengal and also in
the Bombay Deccan. It is very low in
Saurashtra and North Bombay and also
in Mysore and Travancore-Cochin. The
average building area per holder is nearly
500 sq. ft. in the country and varies
between 400 to 600 sq. ft. in different
states. In West Bengal it is only 260 sq.
ft. and in Bihar it is 349 sq. ft. Figures for
Assam are extreme in this respect and it
is doubtful whether in their extremity
they are entirely reliable.

5.4 In column 5 are given expenditure
on land improvements per family and in
the next column the same is shown on a
per acre basis. In the country as a whole,
the expenditure on land improvement
averages at Rs. 17.4 per rural family and
Rs. 2.6 per acre of land. It will be seen
that the level of expenditure is very high
in the southern states and very low in the
northern states except to some extent in
Rajasthan. In the next column are shown
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the families incurring such expenditure
as percentages of the land holding fami-
lies. In the country as a whole about 22
percent of the land holders have reported
expenditure on land improvements.

5.5 In columns 8 and 9 are given details
of expenditure on new building con-
struction. In column 8 is given the aver-
age of such expenditure per family in 4
different states and in the next column the
families incurring such expenditure are
shown as proportions of all families. It
will be seen that considering all states
together, 8 per cent of all families have
reported to have incurred such expendi-
ture while the average expenditure per
family is Rs. 18.34. There is considerable
variation in both these respects in dif-
ferent states.

5.6 In column 10 is shown the average
per family expenditure on real estate
improvements including land improve-
ment, new construction and any other.
The total expenditure comes to Rs. 40 per
family in the whole country. It is very
high in Mysore and Travancore-Cochin
where it exceeds Rs. 70. It is also con-
siderable in Hyderabad, Saurashtra,
Bombay and Madras in the south and in
Rajasthan, Madhya Bharat and Vindhya
Pradesh in the north. It is very low in the
entire block comprising of Uttar Pradesh,
Bihar, Orissa, West Bengal and Assam.

5.7 In the last two columns of the table
are shown details of residential housing.
In column 11 is given the average number
of rooms per family while in the next
column is shown the average living area
per family. It will be seen that the all-
India figures are 2.17 rooms and 363 sq.
ft. of area per family. In both these
respects the Bombay Deccan stands very
high. In living area, West Bengal appears
to be very low.

5.8 Data on purchase and sale of real
estate were noted in C-VII and VIII and
are presented in Chapter 10.

5.9 In Tables 29 and 30 we present data
on land holdings and land improvements
on an all-India basis, but separately for
the agricultural and the non-agricultural
families. Thus in Table 29, we give the
distribution of the agricultural families
by their owned holdings. 696 out of the
5103 agricultural families had no land
holdings. If we regard the agricultural
families as mostly cultivating families,
this means that nearly 14 per cent of the
cultivating families have no owned land.
The number of agricultural families
owning various acreages of land are
shown in the second column of the table.
In the third column is shown the total land
owned by families in each class. In the
next two columns, namely, the fourth and
the fifth, the number of families and their
land holdings are shown in the form of
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cumulated frequencies. This presentation
clearly demonstrates the inequalities in
land holding. Thus from the fourth col-
umn it will be seen that 33.7 percent, that
is one-third, of the agricultural families
owned less than 3 acres each and from the
fifth column it will appear, that these
one-third families owned only 2.76 per-
cent of the total land holdings. Or again,
nearly 50 percent of the families had
holdings under 5 acres and their total
holdings amounted to only 82 percent of
all holdings. Or at the bottom end of the
table, it will be seen that nearly 90 percent
of the families had holdings of less than
25 acres accounting for 48.6 percent of
the total land holdings; which in other
words means that less than 10 percent
families had holding of more than 25
acres but that between them they held
more than one-half of the total land
holdings.

5.10 A similar statement for the non-
agricultural families appears in Table 30.
As will appear from the fourth column of
the table more than 60 percent of these
families owned no land. At the other end
of the table, it will be seen that only about
half a percent of the families had holdings
of 60 acres and above and that they
accounted for nearly one-third of the land
holding of the non-agricultural families.

5.11 In the last columns of the two
tables, the, expenditure during the year
on land improvement undertaken by
families in each class is shown on a per
acre basis. Considering all agricultural
familiesand all non-agricultural families,
the expenditure on land improvements on
a per acre basis, is nearly the same in the
two cases; Rs. 2.84 per acre for agricul-
tural and Rs. 2.36 per acre for non-
agricultural families. Comparing the
agricultural families with different sizes
of land holdings, the variation in the level
of per acre expenditure is not very regu-
lar. Nevertheless, there is an indication
that the level of land improvement
expenditure is somewhat lower on land
holdings of, say, more than 20 acres.

5.12 In Tables 31 and 32, we present
more details regarding residential hous-
ing. This is done onlyon an all-India basis
but details are shown separately for the
agricultural and the non-agricultural
families. In these tables the residential
houses have been classified, in the first
place, according as they were owned or
rented. Thus it appears from the bottom
lines of these tables that among the
agricultural families, 366 families, that is
nearly 7 percent, lived in rented or, more
accurately, in unowned houses. In terms
of area, about 4 percent of the residential
area of the agricultural families was
tenant occupied. Among the non-
agricultural families, on the other hand,
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nearly 25 percent of the families lived in
rented houses and they occupied only
about 15 percent of the area occupied by
all non-agricultural families.

5.13 In Table 31, the houses have been
classified firstly according to whether
they were one, two or more storied and
secondly according to the number of
rooms in them. The number of families
living in each category of houses, the
number of rooms in them and the total
area under their roof, are all shown as
percentages of their respective totals
shown in the bottom line of the table. It
will be seen that considering all agricul-
tural families staying in owned and
unowned houses both, nearly 90 percent
of their residential area comprised one
storied structures and nearly 25 percent
of the area comprised one room struc-
tures. Nearly 40 percent of the agricul-
tural families and 55 percent of the
non-agricultural families lived in one
room tenements of average area of less
than 250 sq. ft.

5.14 Some broad details regarding the
plinth, walls and roof of each residential
house were obtained in B-V. On the basis
of this information, we propose to dis-
tinguish the following 15 structural
types:-

Type 1. No or very low mud plinth;
walls of mud, bamboo, reed;
roof of straw, thatches, bam-
boo, reed and mud.

Type 2. Same as Type 1 but with roof
of tin-sheet, asbestos or tiles.

Type 3. Same as Type 1 but with raised
plinth of mud.

Type 4. Same as Type 3 but with roof
of tin-sheet, asbestos or tiles.

Type 5. Raised plinth of mud; walls of
timber, wood or tin-sheet; roof
of straw, bamboo, etc., or of
tin-sheet or tiles.

Type 6. Raised plinth of timber, wood,
bamboo, reed; walls of mud,
bamboo, reed or of timber
wood; roof of straw, thatches,
etc., or of tin-sheet.

Type 7. Raised plinth of mud; walls of
mud, bamboo, reed; roof of
brick, cement, etc.

Type 8. No or low mud plinth; walls of
brick and stone; roof of straw,
thatches, etc.

Type 9. Same as above but with raised
plinth of mud.

Type 10. Walls of brick and stone; roof
of tin-sheet, asbestos, tiles.

Type 11. Raised plinth of brick and
stone; walls of mud, bamboo
or of timber, wood, tin-sheet;
roof of straw, thatches, etc., or
of tin-sheet, asbestos, tiles.
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Type 12. Raised plinth of mud; walls of
brick and stone; roof of brick
or tile.

Type 13. Plinth and walls of brick and
stone, roof of straw, thatches,
etc.

Type 14. Same as above, but roof of
tin-sheet, asbestos, tin-sheet or
tiles.

Type 15. Same as above but with roof of
brick, cement, etc.

5.15 In Table 32, we have classified
the residential houses according to these
structural types. The number of families
living in each type of houses, number of
rooms in them and the total area under
their roof are all given, as in earlier table,
in the form of percentages to their
respective totals given in the bottom line.
It will be noted that the most common
type of residential houses is the 2nd type.
Nearly 40 per cent of all families lived in
this type of houses. The next common
type is the 1st type. More than 20 percent
of the families lived in this typeof houses.
Nearly 75 to 80 percent of the families
lived in houses belonging to the first four
types which have the common charac-
teristic of their walls being of mud,
bamboo and reed.

5.16 No data on value of houses was
obtained during the NSS. Nevertheless,
from certain surveys of rural housing

done by ourselves, where detailed quan-
tity evaluation was attempted, it appears
that even the lowest type of rural housing
costs about Re. 1 per sq. ft. of area while
the best type does not usually cost more
than Rs. 4 or Rs. 5. It might therefore be
worthwhile attempting a rough evalu-
ation of the residential houses on this
basis. We propose; as a rough basis, that
the Type 1 houses in our classification
might be evaluated at the lowest rate of
Re. 1 per sq. ft For each subsequent type
we might add Rs. 4 per sq. ft. so that the
Type 2 houses will be valued at Rs. 1-4
per sq. ft.; the Type 3 houses at Rs. 1-8,
etc. The last type, namely Type 15 houses
will then be valued at Rs. 4-8 per sq. ft.
If this is done, the value of the residential
houses of the agricultural families comes
to Rs. 875 per family; the same for the
non-agricultural families comes to Rs.
587. When the two averages are appro-
priately weighted, the value of rural
housescomes to aboutRs. 778per family.

5.17 The above includes, it should be
noted, only the residential houses. If
some allowance is made for the non-
residential buildings, the value of real
estate in buildings in rural area might be
taken at about Rs. 1000 per family. On
the other hand, as we have earlier seen
the value of new annual construction is
about Rs. 18 per family. New construc-
tion thus forms less than 2 percent of the
existing assests in buildings.



VOL. 33 NOS.1-3 REPORT ON THE POONA SCHEDULES OF THE NATIONAL SAMPLE SURVEY 457

Table 28.

Real Estate in Land and Buildings, Real Estate Improvement and

Residential Housing, (B-III, IV, V)

Propor- Aver- Propor- Aver- Value Value % of Value % of Real No. of Area

tion of age size tion of age area of land of land land of new family estate rooms under

State land of land building under impro- impro- holders constr- repor- impro- per roof per

owners holding owners roof per vement vement repor- uction ting vement family family

to total per land to total owner per per acre ting per constr- per (sq.ft.)

families holder families (sq.ft.) family (Rs.) impro- family uction family

(%) (acres) (%) (Rs.) vement (Rs.) (Rs.)

1 2 3 4 5 6 7 8 9 10 11 12

1. Punjab, etc. 51.56 12.16 90.95 577 7.06 1.13 19.78 29.08 8.72 42.49 2.10 445

2. Rajasthan, Ajmer 65.82 18.48 91.07 408 14.45 1.19 24.35 28.40 12.05 49.75 2.21 289

3. Uttar Pradesh 63.86 6.17 92.30 521 8.23 2.09 13.39 14.13 8.91 28.60 2.45 388

4. Bihar 64.47 6.78 98.32 349 6.46 1.48 14.72 10.05 6.02 18.37 2.65 305

5. Orissa 75.67 6.05 97.69 427 4.41 0.96 16.42 19.36 13.47 24.34 2.60 298

6. West Bengal 57.34 6.22 98.80 260 7.58 2.13 18.62 12.30 6.46 20.73 2.02 219

7. Assam, etc. 51.70 6.63 85.80 367 4.44 1.30 18.13 10.96 14.56 16.22 2.58 316

8. Madhya Bharat, etc. 70.04 17.88 94.95 435 7.88 0.59 13.25 21.45 10.57 52.89 2.12 292

9. Madhya Pradesh 58.44 12.53 90.44 547 24.07 3.29 39.84 10.38 7.94 37.11 2.00 397

10. Hyderabad 54.08 15.14 92.12 414 26.39 3.22 28.27 15.87 6.05 48.13 1.75 309

11. N. Bombay, etc. 59.47 16.86 83.23 539 26.53 2.65 29.28 24.68 6.35 55.23 1.70 372

12. Bombay Deccan 79.63 16.41 96.96 433 30.36 2.32 20.41 21.88 7.26 53.19 3.37 594

13. Madras 59.33 7.07 89.58 502 32.23 7.68 26.48 18.63 4.67 55.58 1.61 389

14. Mysore, etc. 59.19 9.97 85.88 601 38.73 6.56 26.70 29.91 7.09 71.75 2.37 460

15. All-India 60.77 11.03 89.00 481 17.40 2.60 22.30 18.34 8.00 40.82 2.17 363
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Table 29.
Distribution of Land Holdings and Related Land Improvement

Expenditure, in Agricultural Families (B-III)

Land owned No. of Total owned Cumulative Cumulative Land
(acres) families land (acres) proportion of proportion of improvement per

families holding acre (Rs.)

(1) (2) (3) (4) (5) (6)

0 696 - 14.20 - -

Below 1 81 40 15.85 0.08 3.60

1- 383 383 23.66 0.83 4.84

2 492 984 33.70 2.76 6.05

3 458 1374 43.04 5.45 4.05

4 350 1400 50.18 8.20 3.24

5 283 1415 55.96 10.97 2.39

6 262 1572 61.30 14.06 3.42

7 184 1288 65.06 16.58 3.60

8 199 1592 69.11 19.71 3.17

9 118 1062 71.52 21.79 6.79

10 164 1640 74.87 25.01 3.50

11 71 781 76.32 26.54 3.41

12 119 1428 78.74 29.84 2.42

13 71 923 80.19 31.15 3.82

14 59 826 81.40 32.77 2.20

15 79 1185 83.01 35.09 7.08

16 73 1168 84.50 87.38 2.18

17 34 578 85.19 38.52 2.79

18 52 936 86.25 40.85 5.29

19- 24 456 86.74 41.25 0.26

20-24 173 3756 90.27 48.61 2.37

25-29 119 3161 92.70 54.81 1.99

30-34 83 2592 94.39 59.90 1.53

35-39 47 1702 95.35 63.23 2.07

40-49 74 3193 96.86 69.50 2.91

50-59 47 2445 97.82 74.29 1.63

60 & above 107 13109 100.00 100.00 2.31

Not stated 201 - - - -

Total 5103 50989 - - 2.84
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Table 30.
Distribution of Land Holdings and Related Land Improvement

Expenditure, in Non-Agricultural Families (B-III)

Land owned No. of Total owned Cumulative Cumulative Land
(acres) families land (acres) proportion of proportion of improvement per

families holding acre (Rs.)

(1) (2) (3) (4) (5) (6)

0 2121 - 60.14 - -

Below 1 210 105 66.09 1.34 0.43

1- 410 410 77.72 6.59 2.38

2 250 600 84.80 12.99 4.80

3 147 441 88.97 18.63 3.15

4 89 356 91.50 23.18 5.96

5 47 235 92.83 26.19 9.67

6 38 228 93.91 29.11 1.39

7 21 147 94.50 30.99 5.51

8 36 288 95.52 34.67 6.82

9 14 126 95.92 36.28 0.48

10 17 170 96.40 38.46 0.24

11 10 110 96.68 39.87 0.14

12 8 96 96.91 41.10 0.66

13 6 78 97.08 42.09 1.92

14 6 84 97.25 43.17 1.38

15 12 180 97.59 45.47 -

16 5 80 97.73 46.49 -

17 2 34 97.79 46.93 -

18 5 90 97.93 48.08 0.33

19- 2 38 97.99 48.57 -

20-24 18 376 98.50 53.38 1.46

25-29 14 369 98.90 58.10 3.25

30-34 4 122 99.01 59.66 1.64

35-39 4 147 99.12 61.54 0.34

40-49 6 258 99.29 64.84 0.39

50-59 4 200 99.41 67.40 1.25

60 & above 21 2548 100.00 100.00 1.30

Not stated 571 - -  - -

Total 4098 7816 -  - 2.36
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Table 31.

Owned and Rented Houses: Storeys, Rooms and Area Under Roof (sq. ft.) (B-V).

Agricultural families Non-Agricultural families

Owned houses Rented houses Owned houses Rented houses

Storey No. of No. of Total Area No. of Total Area No. of Total Area No. of Total Area

rooms families no. of under families no. of under families no. of under families no. of under

rooms roof rooms roof rooms roof rooms roof

(sq.ft.) (sq.ft.) (sq.ft.) (sq.ft.)

1 1 36.71 15.70 22.19 57.92 35.69 41.52 52.19 28.57 34.77 60.40 37.39 44.28

2 28.28 24.19 24.28 28.42 35.01 34.86 28.38 31.08 30.29 23.46 29.04 25.72

3 14.07 18.05 15.90 6.83 12.63 10.33 9.28 15.24 12.61 8.70 16.16 14.84

4 6.93 11.85 9.82 2.46 6.06 7.06 3.27 7.17 5.21 1.89 4.68 3.11

5 3.32 7.09 5.68 1.64 5.05 2.03 1.55 4.23 3.39 0.63 1.95 2.47

6 1.35 3.47 2.46 - - - 0.45 1.49 1.21 0.63 2.34 2.09

7 0.89 2.66 2.07 0.27 1.18 1.67 0.27 1.05 0.65 - - -

8 0.46 1.59 1.73 - - - 0.09 0.40 0.23 - - -

9&more 0.99 3.82 4.04 - - - 0.24 1.19 0.75 0.25 1.41 1.15

1 Total 93.00 88.42 88.17 97.54 95.62 97.47 95.72 90.42 89.11 95.96 92.97 93.66

2 2 2.22 1.90 1.93 1.09 1.35 0.65 1.24 1.36 1.77 2.65 3.28 3.27

3 1.62 2.09 1.73 0.55 1.01 0.57 0.85 1.39 1.15 0.38 0.70 0.66

4 1.12 1.92 1.94 0.82 2.02 1.31 0.82 1.80 1.35 0.38 0.94 1.17

5 0.72 1.53 1.65 - - - 0.24 0.66 0.66 0.38 1.17 0.71

6 0.36 0.92 0.57 - - - 0.52 1.69 2.82 0.25 0.94 0.53

7 0.23 0.70 0.57 - - - 0.09 0.35 0.27 - - -

8 0.12 0.43 0.27 - - - 0.09 0.40 0.38 - - -

9&more 0.42 1.63 2.50 - - - 0.36 1.80 2.25 - - -

2 Total 6.81 11.12 11.16 2.46 4.38 2.53 4.21 9.45 10.65 4.04 7.03 6.34

3 & More - 0.19 0.46 0.67 - - - 0.07 0.13 0.24 - - -

Total= 100 4735 11069 219893 366 594 95860 3298 6024 105563 793 1281 182695

1 0
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Table 32.
Distribution of all Families, by the Types of their Owned and Rented Homes (B-V).

Agricultural families Non-Agricultural families

Owned houses Rented houses Owned houses Rented houses

Storey No. of Total no. Area No. of Total no. Area No. of Total no. Area No. of Total no. Area

families of rooms under families of rooms under families of rooms under families of rooms under

roof roof roof roof

(sq.ft.) (sq.ft.) (sq.ft.) (sq.ft.)

1. 16.58 14.55 18.40 79.51 80.98 80.20 25.56 22.58 18.14 28.63 27.95 27.19

2. 40.84 89.54 36.06 38.57 37.32 34.75 35.31 33.02 31.33

3. 4.82 4.03 8.75 12.84 12.12 13.08 7.61 7.06 7.47 7.94 6.95 8.95

4. 12.76 13.67 15.99 8.40 9.61 10.85 5.93 5.54 6.64

5. 0.93 1.43 1.25 0.94 1.26 1.45

6. 0.67 0.63 1.26 4.10 3.87 3.17 0.33 0.45 0.55 0.13 0.23 0.25

7. 1.52 1.82 1.03 1.91 1.68 2.28 1.85 1.97 2.12 2.02 2.19 1.87

8. 2.02 1.40 1.53 2.27 1.96 1.50 0.63 0.70 0.89

9. 2.17 2.20 1.85 1.09 1.01 1.04 1.76 2.39 1.96 2.77 3.67 4.56

10. 3.02 2.75 3.78 2.61 2.80 3.78 4.92 5.70 4.63

11. 3.55 3.87 4.50 0.55 0.34 0.23 2.12 2.01 1.96 1.51 2.65 1.42

12. 1.84 2.02 1.95 0.85 1.04 1.38 1.13 0.93 0.77

13. 3.59 3.55 4.18 2.49 2.67 3.83 2.27 2.19 2.36

14. 3.74 5.24 6.16 2.91 4.37 5.59 5.17 6.09 6.99

15. 2.45 3.30 3.31 1.73 2.51 4.67 1.64 2.19 2.15

Total=100 4785 11069 2198931 366 594 95860 3298 6024 1055630 793 1281 182695
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6. LIVESTOCK

6.1 In Table 33 we give details regard-
ing number of different kinds of livestock
in different states. All figures are given
as per 1000 families. It will be observed
that the number of bulls and bullocks in
Madhya Bharat is very large so much so
that the figure might be considered sus-
pect were it not well supported by the
number of cows and calves. Next in
importance are Rajasthan, Saurashtra,
Kutch and Bombay where there are
nearly 1.5 buttocks per family. Orissa
also has a rather large number of bull-
ocks. In most other states there is on an
average one bullock per family.

6.2 There is great variation in the ratio
of cows to bullocks in different states.
The number of cows in relation to the
number of bullocks is actually larger in
Rajasthan. In Orissaand Hyderabad cows
and bullocks are equal in number.
Everywhere else the number of cows is
smaller than the number of bullocks. It is
particularly, small is Uttar Pradesh and
Biharandalso in Saurashtra,Bombay and
Mysore-Travancore. The ratio of cows to
bullocks might be taken as an indicator
of whether cow is or is not regarded as a
milchanimal. Partly itmight also indicate
howfar a region is capable of maintaining
its livestock population. Another indi-
cator for the latter purpose will be the
ratio of calves to cows or to bullocks and

cows together. Considering the ratio of
calves to cows, it is seen that it is nearly
1 in Punjab and West Bengal. It is also
very high in Madhya Bharat, Madhya
Pradesh, Saurashtra, Bombay and
Mysore-Travancore. The all-India ratio
of calves to cows is nearly 75 per cent.
For all practical purposes, calves might
be regarded as young stock under three
years.

6.3 He-buffaloes are indeed few and
form only 10 per cent of the number of
bullocks. The number of she-buffaloes is
relatively large and everywhere, except -
in West Bengal, Assam and Madhya
Pradesh, larger than the number of he-
buffaloes. The number of she-buffaloes
is very large in the three north-western
states of Punjab, Rajasthan and Madhya
Bharatwhich is also knownto be the main
exporting area of these animals to the
south. In the south, in Saurashtra and
Bombay, their number is considerable
where it is the principal milch animal.
Rather large numbers of buffalo calves in
relation to the number of she-buffaloes
are reported in West Bengal and Assam.
The ratio is also high in Rajasthan and
Hyderabad. All-India ratio of buffalo
calves to she-buffaloes is nearly 70 per
cent.

6.4 In comparison to all other states, the
number of sheep and goat is very large in
Rajasthan. In Madhya Bharat there are a
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large number of goats but not so many
sheep. The number of these animals is
also considerable in the south. In Sau-
rashtra and North Bombay; the number
of goats is large while in the Bombay
Deccan, Madras and Mysore-
Travancore, the number of sheep is large.

6.5 The number of poultry and other
birds is surprisingly small in the north and
north-west India. Their number is con-
siderable, about one bird per family in
Bihar, Orissa and West Bengal. In Assam
their number is too large and it is not
certain whether it is trustworthy. In the
south the numbers are moderate except in
the Bombay Deccan where again there is
a bird per family.

6.6 Among the owned livestock only
some of the animals are purchased; others
are home-bred or otherwise acquired.
The proportion that the purchased ani-
mals bear to the total owned animals
might be taken to indicate the extent to
which livestock business is commer-
cialised. In Table 34 we show these
proportions for different kinds of animals
in different states. Considering the all-
India figures, it will be seen that 60 per
cent of the bullocks, 20 per cent of the
cows, 70 per cent of he-buffaloes and 40
per cent of the she-buffaloes are pur-
chased. Only 14 per cent of the poultry
birds are purchased. The last column

giving the proportion of purchased, ani-
mals to the value of all animals indicates
in this respect the overall position when
all animals areconsidered together. It will
be observed that these proportions vary a
good deal in different states. For instance,
they are above all-India proportions in
Punjab, Uttar Pradesh, Assam, Hydera-
bad and Madras. On the other hand, they
are very low in Madhya Bharat and
Rajasthan. It is difficult to discuss, with
tile existing material, the implications of
these variations. It will nevertheless be
readily appreciated that they are vital to
a study of the livestock economy of the
country.

6.7 In Table 35 are given the valuations
of the livestock. The figures are again per
1000 families. In arriving at the total
valuation, the purchased animals were
valued at purchase price while the
home-bred or otherwiseacquired animals
were valued at the average purchase price
of thepurchased animals of the respective
categories in each state. It will be seen
that the all-India value of all livestock
comes to about Rs. 407 per family. It is
highest in Rajasthan and Madhya Bharat
where the value of livestock is nearly Rs.
800 per family. In Punjab, it is nearly Rs.
600 and so it is in Saurashtra and North
Bombay. In the Bombay Deccan, it is
nearly Rs. 500 per family. In all other
states, the value of livestock per family is
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less than Rs. 400. It is very low in Orissa,
West Bengal, Madhya Pradesh and
Madras.

6.8 The method of valuation adopted in
Table 35 is defective on account of two
considerations. In the first place the
purchased animals were valued at pur-
chase prices. This would not be quite
correct as thecurrent prices of the animals
would be different from their purchase
prices for two reasons. Firstly, the pur-
chase prices are prices at the time the
animals were purchased and these might
no longer be the current prices. Secondly,
the animals on account of the change in
their ages since they were purchased
might have either appreciated or depre-
ciated in their value. The evaluation of
animals, not actually purchased, at the
average purchase prices of the purchased
animals might again cause some error on
two accounts. Firstly, the prices being
used are not current prices but average
prices over a number of past years. Sec-
ondly, the age composition of the animals
purchased and not purchased might be
very different. We could avoid some of
these difficulties by using the current
price data. We have some data on current
prices available from C-VI where infor-
mation on sale and purchase of all kind
of livestock during one month was asked
for. We shall present these data in sub-
sequent tables. We did not, however,
find, it fit to use these data to evaluate the

existing livestock as, for each state, the
data are inadequate in number. On the
other hand by using all-India average
prices, though we could have used the
current prices, we would have neglected
the regional differences in the livestock
prices.

6.9 We shall nevertheless present rele-
vant data, though on all-India basis, to
indicate differences in prices of animals
of different ages, differences in livestock
prices that might have taken place over
last few years and the differences in, the
age-composition of the purchased and the
not-purchased animals. We shall give
these data only for Bullocks, Cows, He-
and She-buffaloes and their calves.

6.10 In Table 36, we give the average
purchase prices of different animals at
different ages. It will be seen that for
bullocks and cows, the price maximum
reachesatage 5. For he-andshe-buffaloes
the maximum is reached at ages 6 or 7.

6.11 In Table 37, we give the average
purchase prices for different animals
purchased in the past classified by the
year of their purchase. It will be seen that
over the period of ten years from 1941-42
to 1950-51, the prices of all kinds of
livestock have practically doubled.
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6.12. In Table 38, we give the age
distribution of the purchased and the
home-bred or otherwise acquired ani-
mals. It will be seen that among the
purchased animals, there is a
preponderance of older animals.

6.13 Details of current purchases and
of sales of livestock were obtained in
C-VI. In Tables 39 and 40 we give the
particulars for different states. The fig-
ures are on an annual basis per 1000
families. In Table 39 are given the annual
purchases. It will be observed that con-
sidering the all-India average, the annual
purchases of livestock amount to Rs. 120
per family. This might be compared with
the total value of the existing livestock.
As appears from Table 35 the value of
owned livestock amounts to Rs. 413 per
family. The annual purchases thus
amount to about 30 per cent of the total
stock. Such proportions of annual pur-
chases to total stock vary a great deal in
different states. For instance, they are
very high in Hyderabad, Punjab and West
Bengal. They are also rather high in
Madras: and Mysore-Travancore. On the
other hand practically no purchases were
reported in Orissa. Compared to the total
stock, the purchases are also very, low in
Rajasthan, Saurashtra and Bombay. Our
data on current purchases are affected by
seasonal bias which detracts much from
the value of the present comparison.
Nevertheless they are given here to

illustrate a form of analysis which should
be relevant to a study of the livestock
economy of the country.

6.14 In Table 40 are given the annual
sales of livestock. The all-India average
is seen to be Rs. 45 per family. This is
only one-third of the value of annual
purchases. The gap between the reported
purchases and sales is of varying mag-
nitudes in different states but, except in
the Bombay Deccan where the purchases
and sales are nearly equal, the gap is
everywhere positive and is very large in
some states. The reasons for these large
differences between the reported pur-
chases and sales are many and complex.
Partly they might be due to reporting
biases, namely, the possibility of the sales
being underreported. Partly, they might
be due to a considerable proportion of the
sellers of livestock to the rural population
lying outside the NSS sample; this might
happen not so much because such dealers
or traders in livestock are urban residents,
but because in many cases they are either
nomadic tribals or such as wander from
place to place for business purposes. The
NSS sample, as it was based on only the
resident families in selected villages,
would naturally exclude such persons.
Part of the difference between the
reported purchases and sales of livestock
might also be due to the difference
between the sale and purchase prices on
account of the commission of the
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middlemen. The large variations which
different states show are worthwhile
studying from the point of view of these
possibilities. It is obviously impossible
here to go into these details on the basis
of the type of summary data that the NSS
furnishes. Nevertheless, we have men-
tioned these points to illustrate the com-
plexity of the problems involved.

6.15 In Table 41 we give the average
purchase and sale prices of different
kinds of animals in different states. The
averages are based on insufficient num-
ber of observations and are not very
regular. Nevertheless, it will be observed
that in most cases the purchase prices are
considerably above the sale prices.

6.16 Our data afford an important
classification of the current purchases
and sales of animals, namely according
to whether a trader was or was not
involved. Thus the purchases might be
classified according to whether they were
from a producer or a trader. Similarly, the
sales might be classified according to
whether they were to a ‘user’ or a trader.
This is done in Table 42. The data are
given both on the basis of the number of
reported purchases or sales and their
value. Thus, considering the whole
country, only 35 per cent of the reported
purchases were from a trader but their
value amounted to 47 per cent of the total
purchase price. On the other hand, while

30 percent of the reported sales were to
traders, their value amounted to only 23
percent of the total sale price.

6.17 These proportions differ consid-
erably in different states. In Madhya
Bharat, more than 80 percent of the
purchases and sales are through a trader.
In Madhya Pradesh and Hyderabad, on
the other hand, while a large proportion
of the purchases are from a trader, only a
small proportion of the sales are to a
trader. The same is true of Mysore and
Travancore. In the Bombay Deccan the
position is reversed. Practically no pur-
chases are from a trader while about
one-fourth of the sales are to a trader. It
is not possible here to go more fully into
the causes underlying these radical vari-
ations. It is obvious, however, that they
need a careful examination.

6.18 In Table 43 we give, on an all-
India basis, further details of purchases
and tales of animals. As in the previous
table, the purchases have been classified
according to whether they were from a
producer or a trader. Undereach class, the
number of animals of each type pur-
chased and their total purchase price are
shown. The average purchase price of
each type of animal has been worked out.
Similarly, a distinction has been made
according as the sale was to a "user" or
toa trader. It will beseen that inpurchases
from a trader the prices are generally



VOL. 33 NOS.1-3 REPORT ON THE POONA SCHEDULES OF THE NATIONAL SAMPLE SURVEY 467

higher than in those from a producer. On
the other hand, the sale prices to a trader
are lower than those to a non-trader.
These data might be found useful as
indicating the margins available to the
traders in livestock.

6.19 Information on births, deaths and
slaughter of livestock was also obtained
in C-VI. In the following tables, we shall
present the information and try to derive
rough mortality and fertility rates for the
cattle population. Table 44 gives dis-
tributions by age of different animals
enumerated in B-VI and of the deaths and
slaughter in four weeks recorded in C-VI.
When the latter are related to the former,
we get four-weekly death rates in dif-
ferent age-groups. These rates for the
bullock calves, for instance, are 35.7, 8.6
and 4.3 per 1000 for the three age-groups,
below 1, between 1 and 2 and between 2
and 3 years, respectively. The annual
death rates derived, from these are given
in Table 45. In order to derive the annual
death rates the following procedure was
adopted for the first two age-groups. In
order to derive the annual death rate in
the age-group below 1 year, the four
weekly death rates for successive 13
periods were obtained from the first two
death rates namely 35.7 and 8.6 by taking
weighted averages, the weights being
13,0; 1,12; 2,11; etc;, 12,1. These death
rates were then successively applied to
the survivals at the end of each period.

This gives the annual death rate of 263.2
per 1000. The interpretation of this death
rate is somewhat different from that of
the usual death rates as presented in a life
table. The annual death rate at age 0 as
shown in the life table gives the propor-
tion who die in the first year of their life;
that is to say out of an initial 1000 at birth,
it gives the proportion who do not reach
theage 1. The death rate for the age-group
below1year, as wederived it,on the other
hand indicates the proportion, out of a
total of 1000 of age below 1 year, who
will die within the course of one year. The
death rate for the age-group between 1
and 2 years, has been similarly derived
on the basis of the four weekly death rates
for the two age-groups, namely, the
age-groups 1-2 and 2-3 years. The death
rate for the age-group between 2 and 3
years is derived by applying the four
weekly death rate for this age-group
successively thirteen times to the sur-
vivals at the end of each four weekly
period. Death rates for further age-groups
have been derived in the same way. Death
rates for he-and she-buffaloes have been
derived in a similar manner. For obtain-
ing better graduated death rates certain of
the advanced ages were combined. For
instance for bullocks the ages 3-5 and 7-8
were combined. Besides this grouping of
certain ages, no graduation proper has
been done.
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6.20 Because the sex was not noted for
calves under three years, death rates for
calves are joint for male and female. For
later years, the sexes have been of course
differentiated. It will be noticed that the
death rates at all ages are higher among
cows than among bullocks. Death rate for
cows somewhat increases over the ages
from3to 8. Forbullocks on theotherhand
it decreases considerably over this
period. The condition is entirely different
among buffaloes. The death rate is very
much higher among he- than among
she-buffaloes.

6.21 These rates are undoubtedly
based on scanty material with possibly
not very accurate reporting of ages of
animals as also possibly not very com-
plete reporting of deaths. It is believed,
however, that the material is the only of
its kind ever published in this country and
hence would be found valuable.

6.22 Table 46 gives the age-specific
birth rates for cows and she-buffaloes.
The rates have been derived by relating
the reported births during the four week
period to the cows of appropriate ages.
This would give a four weekly fertility
rate. The annual fertility rate has been
obtained by multiplying the four weekly
rate by 13. It will be noted that for cows
the fertility rate remains practically
constant over the ages from 4 to 8. It will
be noted that this is very different from
what happens among human females,
where the fertility rates rise and fall very
rapidly as the age advances. The practi-
cally constant fertility rates among cows
suggest that possibly in all animals
including man, the fecundity remains
very much the same over a large part of
the fertile period and that the large dif-
ferences in the human fertility rates at
different ages are perhaps mostly
differences in fertility and not so much in
fecundity.
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TABLE 33.
Number of animals per 1000 families (B-VI)

STATE Bulls, Cows Calves He- She- Calves Sheep Goat Horses Camels Donkey Hens,
bul- buffa- buffa- s,pigs ducks,
locks loes loes & other

other poultry
animals and birds

1. Punjab, etc. 1018 224 934 91 806 558 521 818 29 49 43 181

2. Rajasthan, Ajmer 1429 1845 1293 102 686 619 5509 2248 36 148 42 31

3. Uttar Pradesh 1133 639 461 133 489 335 152 458 25 3 99 132

4. Bihar 1127 726 519 131 273 188 59 612 13 - 136 974

5. Orissa 1332 1344 816 97 157 77 103 595 - - 42 932

6. West Bengal 1159 982 937 151 34 64 10 619 8 - 10 1163

7. Assam, etc. 974 871 539 86 26 125 15 293 - - 644 3373

8. Madhya Bharat, etc. 2345 2273 1875 95 903 615 165 988 58 - 18 358

9. Madhya Pradesh 1131 995 783 281 193 139 238 136 10 - 30 544

10. Hyderabad 987 999 608 90 233 215 356 500 10 - 152 2004

11. N. Bombay, etc. 1429 843 719 21 507 343 348 1298 51 3 36 797

12. Bombay Deccan 1327 803 623 133 404 255 872 699 24 - 121 1041

13. Madras 939 686 424 128 271 170 1407 500 3 - 59 588

14. Mysore, etc. 1231 788 636 124 328 186 1134 561 45 - 61 770

15. All-India 1226 967 743 124 395 282 733 704 22 12 90 747
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TABLE 34.
Proportion of purchased animals to all animals  (B-VI)

STATE Bulls, Cows Calves He- She- Calves Sheep Goat Horses Camels Don- Hens, Price of
bul- buffa- buffa- keys, ducks, purch-

locks loes loes mules, other ased to
pigs & poultry value of
other and birds all ani-
ani- mals
mals

1. Punjab, etc. 69.09 40.05 7.04 74.32 55.18 8.85 7.66 12.31 88.73 90.68 56.19 37.27 55.28

2. Rajasthan, Ajmer 48.32 13.91 2.26 61.88 39.72 0.24 8.26 22.84 45.83 43.69 45.24 14.52 30.43

3. Uttar Pradesh 77.89 24.47 6.87 17.41 50.96 7.59 9.76 21.22 72.80 100.00 45.05 24.81 58.68

4. Bihar 62.24 21.70 6.47 59.47 34.58 9.22 11.76 17.40 97.73 - 3.04 6.00 42.77

5. Orissa 55.47 10.57 3.83 32.82 14.69 1.94 - 4.25 - - 28.57 3.51 33.00

6. West Bengal 60.00 15.64 8.67 54.48 53.03 4.92 60.00 14.21 46.67 - 36.84 18.98 41.05

7. Assam, etc. 82.00 42.01 2.11 95.54 66.67 9.09 80.96 25.18 12.13 - 12.13 11.98 57.40

8. Madhya Bharat, 30.12 5.96 1.27 51.21 14.10 10.00 9.21 50.79 25.00 - 25.00 2.82 19.93

etc.

9. Madhya Pradesh 53.63 19.50 4.23 92.11 34.69 1.13 15.88 19.12 81.82 - 25.00 22.36 39.41

10. Hyderabad 73.57 29.16 4.13 59.85 40.23 1.26 22.90 42.93 53.33 - 11.16 22.98 51.75

11. N. Bombay, etc. 56.98 13.28 6.15 - 30.96 4.74 2.06 12.89 61.39 100.00 27.93 6.65 38.48

12. Bombay Deccan 52.87 18.39 2.68 58.44 48.24 6.88 20.33 15.33 65.12 - 19.95 17.69 42.66

13. Madras 76.53 41.31 11.31 84.56 46.76 12.70 26.77 39.23 100.00 - 27.74 12.55 58.62

14. Mysore, etc. 57.83 14.95 1.23 64.56 42.86 1.29 0.85 3.64 33.33 - 4.95 12.01 41.54

15. All-India 60.07 20.65 4.93 71.75 89.68 5.28 12.81 18.62 63.92 59.54 21.29 13.60 42.75
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Table 35.

Purchase price (Rs.) of all animals, per 1000 families (B-VI)

STATE Bulls, Cows Calves He- She- Calves Sheep Goat Horses Camels Hens, Total

bul- buffa- buffa- Donkey ducks,

locks loes loes s,mules, other

pigs poultry

& birds

1. Punjab, etc. 215051 56047 41461 9364 202016 13599 8265 16676 9886 25113 461 597939

2. Rajasthan, Ajmer 244785 155616 65154 7850 145786 8665 88706 38386 5317 61744 73 822082

3. Uttar Pradesh 192843 36031 20441 9322 99805 12783 1163 6534 1877 6235 459 387493

4. Bihar 150318 47387 39952 14576 43774 8398 394 4176 1803 88 1477 312343

5. Orissa 83568 37709 22252 13081 10833 613 685 3764 - 51 1147 173703

6. West Bengal 122192 61807 32199 34447 5760 1811 35 5196 583 58 1580 265668

7. Assam, etc. 75481 46015 19541 13116 8007 9180 56 3465 - 2783 6367 184011

8. Madhya Bharat, etc. 346317 111635 88440 8175 184265 8608 1360 16029 4608 135 1146 770718

9. Madhya Pradesh 111965 43391 19844 31035 2137 2137 3408 1564 1043 19 1117 217660

10. Hyderabad 168710 73587 13360 6214 28384 7753 8484 8874 1223 395 3382 315366

11. N. Bombay, etc. 285074 59451 52580 2719 120652 19039 4876 30446 6653 2419 1982 585891

12. Bombay Deccan 272857 58425 35048 15501 70269 5166 8025 10171 1829 363 2282 479936

13. Madras 124263 45806 10903 10457 26344 3991 16847 7043 519 290 934 247397

14. Mysore, etc. 221192 54540 19172 7080 35989 2879 21617 19971 4010 421 1130 388001

15. All-India 187604 61657 32315 13011 76000 9534 10324 11140 2979 7101 1438 413103

N.B. Where only home bred animals were reported, they were valued at their purchase prices, in an adjacent state.
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TABLE 36.

Purchase price (Rs.) of animals of different ages (B-VI)

Age of Bulls and bullocks Cows He-buffaloes She-buffaloes

animal at

purchase No. of. Total Average No. of. Total Average No. of. Total Average No. of. Total Average

(years) animals purchas animals purchas purchase animals purchas purchas animals purchas purchas

eprice price eprice price eprice e eprice eprice

price

Below  1 470 34880 74.21 139 5753 41.39 19 1391 77.28 127 7826 61.62

1- 487 44651 91.69 156 7153 45.85 43 3110 72.33 120 6994 58.28

2- 668 88250 132.11 223 12072 54.13 76 7272 95.68 142 14725 103.70

3- 908 137780 151.74 246 15731 63.95 122 10395 85.20 148 26367 178.16

4- 971 167840 172.85 243 17711 72.88 117 11832 101.13 222 44808 201.84

5- 895 176854 197.60 240 17909 74.62 123 13932 113.27 219 45364 207.14

6- 764 126734 165.88 169 11557 68.38 114 13623 119.50 202 48431 289.76

7- 574 91567 159.52 120 9824 81.87 76 9737 128.12 155 35423 228.54

8- 550 77065 140.12 112 6654 59.41 68 7802 114.74 132 27341 207.13

9- 162 20975 129.48 33 1848 56.00 17 1727 101.59 48 8807 183.48

Not stated 153 25097 164.03 54 6939 128.50 16 1212 75.75 28 7310 261.07

All ages 6602 991693 150.21 1735 113151 65.22 791 82083 103.84 1543 273396 177.18
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TABLE 37.
Average purchase prices (Rs.) of animals, during last few years (B-VI)

Year of Bulls and bullocks Cows Calves He-buffaloes She-buffaloes Calves

purchase

No. Average No. Average No. Average No. Average No. Average No. Average

purchase purchase purchase purchase purchase purchase

price price price price price price

1941-42 285 62.80 64 30.80 - - 14 69.36 45 64.87 - -

1942-43 187 86.22 51 36.63 - - 11 84.55 24 101.33 - -

1943-44 133 115.52 32 40.28 - - 5 100.00 25 107.84 - -

1944-45 277 98.10 89 54.02 1 40.00 26 61.27 40 124.70 - -

1945-46 382 141.85 119 52.71 2 41.00 49 102.98 78 154.79 - -

1946-47 629 167.50 171 60.16 4 37.25 57 120.39 121 163.24 - -

1947-48 948 163.45 263 73.17 14 31.21 117 106.29 222 203.07 11 25.00

1948-49 1027 171.11 310 73.88 50 32.82 123 123.32 249 212.57 24 39.96

1949-50 1738 166.70 438 68.23 138 40.22 261 103.78 385 204.48 55 26.73

1950-51 691 177.84 198 74.63 96 46.80 128 89.77 208 228.11 56 29.45

TABLE 38.

 Age distribution of home bred and purchased animals (B-VI)

Age in Home bred and otherwise acquired animals Purchased animals

years

Bulls & Cows Calves He- She- Calves Bulls & Cows Calves He- She- Calves

bullocks buffaloes buffaloes bullocks buffaloes buffaloes

Below  1 - - 22.71 - - 30.58 - - 23.31 - - 12.31

1- - - 37.76 - - 31.50 - - 37.20 - - 20.77

2- - - 37.70 - - - - - 37.78 - - 60.77

3- 11.79 10.97 - 33.79 14.90 - 7.97 9.79 - 6.32 3.58 -

4- 12.36 13.98 - 19.23 12.46 - 7.55 9.41 - 9.86 6.03 -

5- 13.50 14.49 - 10.44 13.35 - 9.24 12.30 - 9.61 10.66 -

6- 13.97 14.76 - 9.34 14.46 - 13.33 16.43 - 17.95 15.99 -

7- 8.80 9.20 - 7.97 8.69 - 9.20 8.81 - 10.12 12.62 -

8- 11.87 11.67 - 5.22 10.73 - 13.72 13.22 - 13.78 15.36 -

9 & above 26.94 24.12 - 13.19 24.92 - 36.23 26.83 - 30.34 33.80 -

Unspecified 0.77 0.81 1.83 0.82 0.49 092 2.36 3.21 1.71 2.02 1.96 6.15

Total=100 4036 6882 3064 364 2255 1949 6699 1838 2454 791 1426 130
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TABLE 39.

Annual purchases of live-stock, per 1000 families (C-VI)

STATE Value of purchases (Rs.) Total

Bulls, Cows Calves He- She- Calves Sheep Goat Horses Camels, Ducks
Bul- buffa- buffa- donkeys hens
locks loes loes mules other

pigs poultry
& birds

1. Punjab, etc. 98457 27491 321 9274 105096 1689 1684 2919 5720 102760 - 355411

(camels)

2. Rajasthan, Ajmer 40461 19710 524 16460 14075 203 124 2628 - - 26 94211

3. Uttar Pradesh 73933 4852 1779 4516 57696 609 - 7706 3906 406 365 155768

(pigs)

4. Bihar 59362 6436 8287 4360 6049 218 335 1651 2765 45 150 89658

(pigs)

5. Orissa 4807 - 455 - - - - 368 - - - 5630

6. West Bengal 75454 4002 724 5552 - - - 12309 - - 772 98813

7. Assam, etc. 18946 34642 2770 - - - - - - - 1902 58260

8. Madhya Bharat, 74374 108 1434 - 9451 - - 956 - - - 86323

etc.

9. Madhya Pradesh 45069 3189 471 20516 1519 1934 - 1601 483 - 463 75245

10. Hyderabad 197817 11092 10925 2914 1837 - 1192 1219 - - 680 227676

11. N. Bombay, etc. 40164 2615 4236 2856 16991 - 457 1642 12285 6415 199 87860

(camels)

12. Bombay Deccan 35932 7712 1611 - 25882 371 - 677 1996 150 303 74634

(donkeys)

13. Madras 65108 10510 1447 7045 11803 339 2880 904 - 245 262 100543

(pigs)

(donkeys)

14. Mysore, etc. 155711 1094 63 2391 2867 55 - 3813 - - 867 166861

15. All-India 67986 8667 2492 6151 21897 474 621 2989 2412 7679 361 121729
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TABLE 40.
Annual sales of live-stock, per 1000 families. (C-VI)

STATE Value of sales (Rs.) Total

Bulls, Cows Calves He- She- Calves Sheep Goat Horses Camels, Ducks
Bul- buffa- buffa- donkeys hens
locks loes loes mules other

pigs poultry
& birds

1. Punjab, etc. 27438 134 - - 34644 4357 - 470 - - - 67043

2. Rajasthan, Ajmer 1900 - - - 16171 - 242 845 229 18733 - 38120

(camels)

3. Uttar Pradesh 16068 3412 2906 1635 18972 169 227 1349 1969 169 - 46876

(pigs)

4. Bihar 14144 1234 1569 1008 8569 - - 835 - 282 158 27799

(pigs)

5. Orissa - 445 - - - - - - - - 97 542

6. West Bengal 39054 5525 833 6568 - - - 352 - - 210 52542

7. Assam, etc. 19399 3001 5078 - - - - 526 2382 2364 2761 35511

(pigs)

8. Madhya Bharat, 21824 5986 - - 1314 10132 155 4869 - 508 - 44788

etc. (pigs)

9. Madhya Pradesh 46934 894 1288 7483 4063 1381 557 561 - - - 63161

10. Hyderabad 29232 - 11163 - - - 3921 636 - - 44 44996

11. N. Bombay, etc. 15163 - - - 2306 8 - 863 - - 34 18374

12. Bombay Deccan 57670 638 353 - 11706 - 5014 1671 - 2523 - 79575

(donkeys)

13. Madras 32040 6517 754 529 2713 292 3225 1458 - 988 58 48574

(pigs)

14. Mysore, etc. 56766 3703 - 3578 - - - 469 - - - 64516

15. All-India 26351 2547 1505 1590 8357 1103 947 1136 383 1478 152 45549
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TABLE 41.
Average purchase and sale prices of livestock (C-VI)

Average purchase price (Rs.) Average sale price (Rs.)

STATE Bulls, Cows Calves He- She- Calves Bulls, Cows Calves He- She- Calves
bul- buffa- buffa- bul- buffa- buffa-

locks loes loes locks loes loes

1. Punjab, etc. 239 69 4 133 289 21 285 6 - - 249 43

2. Rajasthan, Ajmer 363 143 80 369 165 5 145 - - - 224 -

3. Uttar Pradesh 217 75 49 67 219 20 103 73 74 52 178 16

4. Bihar 177 114 105 83 179 29 104 41 46 67 285 -

5. Orissa 41 - 16 - - - - 9 - - - -

6. West Bengal 113 59 18 205 - - 123 54 21 121 - -

7. Assam, etc. 57 71 50 - - - 124 46 26 - - -

8. Madhya Bharat, etc. 218 6 80 - 132 - 183 77 - - 220 68

9. Madhya Pradesh 173 41 19 180 125 119 154 37 26 71 143 68

10. Hyderabad 311 79 155 110 69 - 107 - 126 - - -

11. N. Bombay, etc. 202 62 83 225 287 - 163 - - - 78 1

12. Bombay Deccan 202 87 75 - 191 17 213 30 33 - 173 -

13. Madras 170 77 19 79 103 10 111 56 19 48 163 26

14. Mysore, etc. 297 35 8 77 74 2 251 47 - 65 - -

15. All-India 200 76 53 126 208 22 144 53 46 71 196 51
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TABLE 42.

 Annual purchases and sales classified according to whether a trader was involved (C-VI)

STATE Proportion of purchases Purchase value of

from purchases from Proportion of sales to Sale value of sales to

Pro- Trader Total Pro- Trader Total Consu- Trader Total Consu- Trader Total

ducer ducer mer mer

1. Punjab, etc. 82.14 17.86 100.00 83.80 16.20 355411 57.63 42.37 100.00 67.46 32.54 67043

2. Rajasthan, Ajmer 84.31 15.69 100.00 60.23 39.77 94211 82.14 17.86 100.00 99.31 0.69 38120

3. Uttar Pradesh 53.20 46.80 100.00 46.59 53.41 155768 69.19 30.81 100.00 76.53 23.47 46876

4. Bihar 69.62 30.38 100.00 52.05 47.95 89658 72.00 28.00 100.00 80.70 19.30 27799

5. Orissa 33.33 66.67 100.00 41.01 58.99 5630 100.00 - 100.00 100.00 - 542

6. West Bengal 63.91 36.09 100.00 54.57 45.43 98813 54.44 45.56 100.00 40.49 59.51 52542

7. Assam, etc. 79.66 20.34 100.00 84.93 15.07 58260 88.29 11.71 100.00 92.07 7.93 35511

8. Madhya Bharat, etc. 31.34 68.66 100.00 19.13 80.87 8632 19.57 80.43 100.00 14.45 85.55 44788

9. Madhya Pradesh 49.32 50.68 100.00 24.17 75.83 75245 62.68 37.32 100.00 59.37 40.63 63161

10. Hyderabad 60.14 39.86 100.00 20.87 79.13 227676 88.00 12.00 100.00 97.01 2.99 44996

11. N. Bombay, etc. 59.67 40.33 100.00 30.18 69.82 87860 90.70 9.30 100.00 90.32 9.68 18374

12. Bombay Deccan 96.99 3.01 100.00 98.48 1.52 74634 66.67 33.33 100.00 75.27 24.73 79575

13. Madras 56.59 43.41 100.00 42.87 57.13 100543 66.53 33.47 100.00 75.90 24.10 48574

14. Mysore, etc. 55.32 44.68 100.00 38.84 61.16 166861 76.92 23.08 100.00 93.76 6.24 64516

15. All-India 63.49 36.51 100.00 51.96 48.04 121729 66.82 33.18 100.00 71.59 28.41 45549
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TABLE 43.

Trader and ‘non-trader’ sale-purchase prices (Rs.) of livestock (C-VI)

Purchased from Sold to

Kind of animal Trader Non-trader Trader Non-trader

No. of Purchase Average No. of Purchase Average No. of Purchase Average No. of Purchase Average

animals price Purchase animals price Purchase animals price Purchase animals price Purchase

price price price price

1. Bulls, bullocks 86 21921 254.90 144 23552  168.56 25 2868 114.72 97 14496 149.44

2. Cows 9 758 83.67 66 5166  78.27 11 495 45.00 18 958 52.94

3. Calves 5 637 127.40 29 1171  40.88 6 195 32.50 19 1879 72.58

4. He-buffaloes 11 2099 190.82 20 1482  71.60 4 842 85.50 11 777 70.64

5. She-buffaloes 21 5085 242.14 49 9786  198.69 7 1320 188.57 23 4957 215.52

6. Calves 2 38 19.00 11 308 28.00 9 526 58.44 4 187 46.75

TABLE 44.
Age distribution of animals and of slaughter and deaths (B-VI, C-VI)

Slaughter and deaths during one month (four weeks)

No. of animals as enumerated in sch. B, block VI as given in sch. C, block VI

Age in years Bulls, Cows Calves He- She- Calves Bulls, Cows Calves He- She- Calves

bul- buffa- buffa- bul- buffa- buffa-

locks loes loes locks loes loes

Below  1 - - 1268 - - 612 - - 47 - - 37

1- - - 2070 - - 748 - - 18 - - 15

2- - - 2082 - - 693 - - 9 - - 9

3- 1010 935 - 173 387 - 5 3 - 3 3 -

4- 1005 1135 - 148 367 - 2 10 - 1 2 -

5- 1164 1223 - 114 453 - 8 10 - 4 1 -

6- 1457 1318 - 176 554 - 5 10 - 1 5 -

7- 971 795 - 109 376 - 2 6 - - 2 -

8- 1398 1046 - 128 461 - 3 11 - 3 4 -

9 & above 3541 2153 - 288 1044 - 38 32 - 4 12 -

Unspecified 189 115 98 19 39 26 5 1 - 2 2 -

Total 10735 8720 5518 1155 3681 2079 68 83 74 18 31 61
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TABLE 45.

 Annual death rates of animals at different ages (B-VI, C-VI)

Age in years Average death rate per 1000 animals

Bulls, Cows Calves He- She- Calves

bullocks buffaloes buffaloes

Below  1 - - 263.2 - - 385.6

1- - - 84.5 - - 194.7

2- - - 55.2 - - 154.3

3- 60.9 85.9 - 149.3 83.2 -

4- 60.9 85.9 - 149.3 83.2 -

5- 60.9 85.9 - 198.7 74.9 -

6- 41.0 94.1 - 198.7 74.9

7- 26.6 94.1 - 151.8 88.6 -

8- 26.6 126.0 - 151.8 88.6 -

9 & above 128.6 174.4 - 164.4 136.4 -

TABLE 46.

Birth rates for cows and buffaloes at different ages (B-VI, C-VI)

Age of Cows Buffaloes

animal No. of calves No. of calves

per 100 cows per 1.00 buffaloes

3. 27.82 20.15

4. 40.04

5. 44.59 52.00

6.

7. 45.50 44.98

8. 46.02 36.66

9 & above 16.90 21.19
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7. IMPLEMENTS AND MACHINERY

7.1 In Table 47 we give details of

implements and machinery owned by

families in different states. All figures are

given on the basis of per 1000 families.

Not all implements are purchased. Some

are home-made or otherwise acquired. In

Table 48 is shown what proportion the

purchased implements and machinery

bear to all implements owned. Thus of all

ploughs, only 64.4 per cent are pur-

chased. The remaining, most of which

should be the wooden ones, are

home-made. In this connection, it should

be noted that a number of traditional

implements of agriculture are supplied by

village artisans who are remunerated on

an annual basis so that the supply of these

implements by them do not always take

the form of direct sale and purchase. It is

possible that in such cases the imple-

ments were reported as not purchased and

hence by inference as home-made. Thus

only about half of the smaller implements

such as harrows, hoes, and seed-drills are

reported to be purchased. If the remaining

were home-made, it is probably meant

that they were supplied by the village

artisans receiving, annual remuneration.

In Table 49 the implements and

machinery have been valued at their

purchase prices. Implements not pur-

chased, that is those home-made, have

been valued at corresponding purchase

prices. It will be noted that the value of

implements comes to about Rs. 65 per

family in rural India. It is considerably

higher in Saurashtra and Bombay and

also to some extent in Punjab and

Rajasthan.

7.2 In Table 50 is shown the average

purchase price of implements purchased

in different years in the past. It will be

noticed that, unlike the prices of live-

stock, the prices of implements do not

show any positive rise during, the ,period

from 1941 to 1950.

7.3 Data on current purchases and sales

were noted on C-VII and VIII and are

presented in the next section.
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TABLE 47.

Number of implements and machinery owned, per 1000 families (B-VII)

STATE Plough Clod- Harrow Bullock Seed- Water Bullock Machiner Others

crusher s hoes drill lift cart y

1. Punjab, etc. 655 62 130 41 6 10 183 302 574

2. Rajasthan, Ajmer 796 71 47 7 48 337 267 57 583

3. Uttar Pradesh 626 73 4 91 10 47 137 126 300

4. Bihar 465 19 30 1 1 4 76 30 89

5. Orissa 581 - - - - - 164 5 70

6. West Bengal 532 16 43 - 7 13 157 14 216

7. Assam, etc. 481 11 23 54 43 3 45 80 351

8. Madhya Bharat, etc. 793 131 133 158 147 89 249 14 222

9. Madhya Pradesh 446 2 119 24 83 13 375 41 253

10. Hyderabad 761 79 206 5 192 86 252 20 555

11. N. Bombay, etc. 598 250 218 193 253 192 269 20 570

12. Bombay Deccan 423 16 506 159 249 122 236 58 501

13. Madras 562 9 18 39 26 96 106 33 224

14. Mysore, etc. 720 11 321 46 61 40 121 99 552

15. All-India 592 57 108 62 72 74 185 68 340
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TABLE 48.

 Proportion to total of purchased implements and machinery (B-VII)

STATE Plough Clod- Harrows Bullock Seed- Water Bullock Machinery Others Price of

crusher hoes drill lift cart purchased

to value

of all

implements

1. Punjab, etc. 70.54 43.33 30.88  - 26.67 100.00 93.26 91.56 72.71 85.59

2. Rajasthan, Ajmer 82.15 62.14 62.87  53.85 32.29 88.49 88.11 96.49 84.00 86.51

3. Uttar Pradesh 77.34 57.46 100.00  44.49 93.75 100.00 95.83 94.44 95.27 90.54

4. Bihar 71.69 84.62 84.31  100.00 100.00 100.00 79.85 87.62 80.58 79.77

5. Orissa 68.50 - -  - - - 85.00 100.00 91.49 79.45

6. West Bengal 70.65 - 45.78  - 100.00 100.00 74.83 81.48 69.57 75.91

7. Assam, etc. 11.96 50.00 -  - 13.33 100.00 100.00 14.29 68.77 37.94

8. Madhya Bharat, etc. 39.83 34.97 24.48 36.05 14.06 85.49 81.15 96.67 47.20 67.39

9. Madhya Pradesh 52.98 100.00 65.09 41.56 71.70 100.00 84.25 90.84 56.44 77.53

10. Hyderabad 53.93 49.14 41.25 25.00 20.49 69.84 73.58 76.67 78.58 66.87

11. N. Bombay, etc. 76.59 85.05 78.77 84.51 79.90 97.80 93.95 69.35 92.06 88.09

12. Bombay Deccan 62.13 68.33 39.02 29.53 51.27 98.21 87.80 97.65 69.16 83.92

13. Madras 58.35 11.63 42.17 9.34 69.11 92.43 89.66 94.12 87.08 85.61

14. Mysore, etc. 65.69 - 66.67 - 70.59 86.36 98.51 64.85 87.38 79.51

15. All-India 64.40 62.25 52.74 43.98 55.02 92.37 87.33 86.54 79.64 81.16
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TABLE 49.

Purchase price (Rs.) of all implements and machinery owned (B-VII)

STATE Plough Clod- Harrows Bullock Seed- Water Bullock Machinery Others Price of

crusher hoes drill lift cart purchased

to value

of all

implements

1. Punjab, etc. 11382 650 1470 288 23 1950 45514 22484 15676 99437

2. Rajasthan, Ajmer 11372 1977 659 40 473 18774 47318 6975 12845 95433

3. Uttar Pradesh 9089 2118 48 819 1458 2328 22855 13202 8441 60358

4. Bihar 5071 370 203 5 4 52 9163 4262 3469 22599

5. Orissa 6352 - - - - - 9334 476 670 16832

6. West Bengal 6375 161 314 - 92 264 13427 19093 5217 44943

7. Assam, etc. 4989 57 164 270 234 57 3793 14378 9420 33362

8. Madhya Bharat, etc. 8557 1096 909 1059 1669 5133 30746 1032 5284 55485

9. Madhya Pradesh 5277 16 1313 614 878 693 26217 5712 4508 45228

10. Hyderabad 12618 1840 4221 90 2254 2938 39128 2059 10305 75453

11. N. Bombay, etc. 13794 4123 3896 3650 4813 10339 59518 12089 12722 124944

12. Bombay Deccan 9570 205 5853 1268 2538 6605 45994 46325 19151 137509

13. Madras 5695 160 231 231 549 7480 18412 8665 3119 44542

14. Mysore, etc. 9090 194 2698 278 468 2036 22615 22115 10472 69966

15. All-India 8541 1068 1378 882 1384 4071 28382 11775 8064 66545
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TABLE 50. Average purchase prices. (Rs.) of implements and machinery, during last few years (B-VII)

Year of Plough Harrows Seed-drill Clod-crusher Bullock hoes
purchase

No. Av. No. Av. No. Av. No. Av. No. Av.
purchase purchase purchase purchase purchase

price price price price price

1941-42 177 18.97 46 22.83 25 13.60 5 30.60 14 9.43

1942-43 51 22.61 38 9.71 14 26.57 9 14.89 4 8.75

1943-44 22 15.86 8 13.88 11 25.36 5 28.80 4 6.50

1944-45 43 19.86 18 14.22 13 17.38 5 39.00 6 6.17

1945-46 108 15.45 30 14.87 31 14.03 13 18.62 19 11.79

1946-47 149 18.91 45 13.24 29 16.83 16 25.13 16 10.88

1947-48 301 14.95 76 13.84 54 18.69 53 29.11 38 13.08

1948-49 495 14.08 112 11.46 87 13.93 58 14.29 57 10.23

1949-50 1576 12.49 164 11.98 87 14.72 101 15.61 52 11.48

1950-51 244 16.20 19 12.05 7 9.71 12 14.83 4 9.50

TABLE 50. (Contd.) Average purchase prices (Rs.) of implements and machinery during last few years (B-VII)

Year of Water lift Bullock cart Machinery Others
purchase

No. Av. No. Av. No. Total No. Total
purchase purchase purchase purchase

price price price price

1941-42 34 56.56 334 112.44 119 14439 305 9492

1942-43 8 21.38 64 143.66 26 1788 81 1928

1943-44 1 10.00 41 186.17 12 556 45 857

1944-45 8 38.25 81 163.70 26 6068 90 2213

1945-46 19 106.58 92 156.47 35 2952 178 3940

1946-47 30 40.43 129 160.56 54 14822 190 4192

1947-48 61 37.74 183 165.03 59 10756 328 12632

1948-49 102 44.99 190 176.44 67 17307 394 9041

1949-50 222 52.06 232 179.62 85 32501 597 20246

1950-51 83 46.93 68 184.06 63 64136 150 4039
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8. CAPITAL ACCOUNT

8.1 Information on receipts obtained by
liquidating assets or creating liabilities
was noted in C-VII. Similarly informa-
tiononoutlays onformation of new assets
and clearing of liabilities was noted in
C-VIII. The asset items enumerated in
C-VII and C-VIII might be broadly
grouped into two groups, namely, phys-
ical and financial. The physical assets
comprise real estate in lands and
buildings, livestock, implements and
machinery. In previous sections we have
described the existing stocks of these
capital assets. In the present section we
propose to present material regarding
current capital formation. In this section
we shall present the data relating to the
material assets only and shall deal with
the financial assets in a subsequent sec-
tion.

8.2 Regarding real estate in land and
buildings, the data noted in C-VII and
C-VIII relate to purchases and sales of
real estate. We had intended that the
outlay on creation of new assets would
also cover expenditure on land
improvement and on new construction.
But apparently our instructions on this
point were not sufficiently clear. We had
also thought that such bulk items of
expenditure as might be involved in land
improvement andnew constructioncould
not be satisfactorily estimated from the
information collected on a four week
basis and had therefore included these

items in B-IV. That could also have
caused the misunderstanding that they
were not to be included in C-VIII. In any
case, as it appears, in C-VII and C-VIII,
only the sales and purchases of real estate
were noted. For reasons explained below,
we propose to deal with sales and pur-
chases of real estate in a subsequent
chapter.

8.3 As will appear from the data pres-
ented later the reported expenditure on
purchase of real estate somewhat exceeds
the reported receipts from its sale. From
the stand-point of an individual, such a
situation must be regarded as leading to
an addition to his assets. From the
standpoint of the whole community,
however, purchase or sale of real estate
does not, imply more than a mere transfer
of the holding of such assets, except
perhaps for some amount of expenditure
incidental to the transfer itself, such as,
the middlemen’s commission, stamp
duties, etc. Such transfers do not
obviously lead to any addition to the
material assets of the community. In so
far as the NSS sample did not cover the
whole community but only the rural
sector, our data stand in an intermediate
position. There is reason to believe that
the small difference between the reported
purchases and sales of real estate is real
in the sense that it is neither all due to
sampling errors of the sample nor is
entirely due to the incidental expenses of
the transfer. With the rural community,
purchase of land and sometimes of
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buildings, has been a traditional form of
holding or investing their savings and it
is generally believed, on reasonable evi-
dence, that there has been going on in
recent years a net transfer of ownership
of land from the urban and the small town
sector to the rural sector. In so far as the
difference between the reported purchase
and sale of real estate is indicative of such
a transfer, it must be interpreted as adding
to the assets of the, rural sector. Never-
theless, it seems it would be desirable not
to treat it on par with net additions to
material assets such as for instance would
result from the expenditure on land
improvement or new construction. We
thereforprefer to treat thepurchase of real
estate as more a form of holding savings
rather than a component of material
capital formation and propose to treat
transactions in real estate, along with
other items of savings, in a subsequent
chapter.

8.4 Items which might be regarded as
directly leading to the formation of new
capital in the field of real estate are land
improvement and, new construction.
Information relating to annual expendi-
ture on these items was collected in B-IV
and presented in Table 28. We have
reproduced the items on the expenditure
side of Table 51. As was earlier noted, the
annual expenditure on land improve-
ments is reported to be about Rs. 17 per
family and that on new construction to be
about Rs. 18 per family.

8.5 We have also earlier presented the
data relating to the purchase and sale of
livestock. For ready reference, we have
reproduced the summary figures in Table
51. As was noted, there is a substantial
gap between the reported purchases and
sales of livestock. The nature of this gap,
as indicated earlier, appears to be too
complex and various to treat it as a simple
item of balance between the urban and
the rural sectors and hence to regard it as
net investment by the rural sector in the
form of livestock. In order to assess the
net capital formation in the form of
livestock it seems preferable to approach
the problem from the actuarial standpoint
and to calculate the annual appreciation
and depreciation in the value of livestock
due to births anddeaths as also on account
of the changes in its age composition. We
have earlier presented the relevant data.
We do not however propose to derive any
net appreciation or depreciation figure as
it might tax the data too much. More
extensive data with greater regional
breakdown would be desirable for the
purpose Nevertheless, it might be
remarked that on the face of it, there
appears little evidence to suppose that the
livestock is more than replacing itself.

8.6 Other items of physical capital for-
mation are the purchase of implements,
machinery and other assets. The data
relating to the receipts by sale and
expenditure on purchases of these items
were obtained in C-VII and C-VIII and
are given in respective columns of Table
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51. As will be observed, the receipts on
account of the sale of these items are
small. Moreover, the expenditure on
purchases need to be netted for receipts
by sale only to the extent that the latter
involved only a transfer of old and
already existing equipment. Therefore,
practically the whole of the expenditure
on purchases of implements and
machinery might be regarded as net
investment in this form. It will be noted
that the all-India average expenditure on
these items is about Rs. 46 per family.

8.7 Broadly if as a measure of physical
capital formation we take the difference
between the expenditure and receipts
sides of Table 51, we see that the all-India
average is nearly Rs. 150 per family.
However, nearly half of this difference is
on account of the transactions in live-
stock.For reasonsalready explained if we
prefer to exclude the livestock purchases
andsales, we haveabout Rs.75 per family
as net investment in physical capital
formation. It should be noted that this
gives gross physical capital formation in
real estateand equipment as no allowance
is made for the depreciation of existing
assets. On the other hand no account is
taken of expenditure on routine repairs as
also of all activity leading to the addition
of physical assets not involving explicit
expenditure. These might be presumed to
meet the depreciation. In that case, one
might regard. Rs. 75 per family as net
formation of physical capital.

8.8 In the two bottom lines appear
similar data separately tabulated for the
agricultural and the non-agricultural
families, on an all-India basis. Generally
speaking, the all-India average for all
families should lie between the average
for, the agricultural and the non-
agricultural families. It will be noticed
that this is generally so. Nevertheless,
there are a few discrepant results, in the
present as well subsequent tables. The
principal reason for these discrepancies
is the fact that though in deriving the
all-India average for all families, for
reasons earlier explained, the sample of
families in the Bombay Deccan was
halved, no such adjustment was done in
deriving the all-India average for the
agricultural and the non-agricultural
families. The discrepancies are usually
negligible and might be neglected.

8.9 It will be noticed that the capital
formation by the agricultural families is
very much higher than that by the, non-
agricultural families. If we include the
net, purchases of livestock, the net
investment by the agricultural families is
seen to be Rs. 217; excluding the pur-
chases of livestock it is nearly Rs. 120 per
family. Corresponding figures for the
non-agricultural families are Rs. 58 and
Rs. 28 only.
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TABLE 51.

Capital account per 1000 families.

STATE Receipts (Rs.) Expenditure (Rs.)

Sale of Sale of Sale of Sale of Total Pur- Pur- Pur- Pur- Land New Total

live- farm other other chase chase chase chase impro con-

stock imple- mach- assets of of of of ve-me struc-

ments inery live- farm other other nts tion

stock imple- mach- assets

ments inery

1. Punjab, etc. 67043 - - 9296 76339 355411 40812 449 2956 7060 29080 435768

2. Rajasthan, Ajmer 38120 767 - 5190 44077 94211 49444 9861 - 14450 28400 196366

3. Uttar Pradesh 46876 7914 950 3083 58823 155768 19802 20318 927 8230 14130 219175

4. Bihar 27799 312 - 5507 33618 89658 2242 36412 1452 6460 10050 146274

5. Orissa 542 - - - 542 5630 4411 2321 - 4410 19360 36132

6. West Bengal 52542 440 - 4503 57485 98813 542 74 1449 7580 12300 120758

7. Assam, etc. 35511 4857 222 - 40590 58260 5651 1782 - 4440 10960 81093

8. Madhya Bharat, etc. 44788 - - 5275 50063 86323 3549 4899 1721 7380 21450 125322

9. Madhya Pradesh 63161 2356 6390 7272 79179 75245 7203 3851 94201 24070 10380 214950

10. Hyderabad 44996 - - - 44996 227676 2994 1722 114191 26390 15870 388843

11. N. Bombay, etc. 18374 559 - 1291 20224 87860 25217 13279 10580 26530 24680 188146

12. Bombay Deccan 79575 - - 3047 82622 74634 2637 143381 - 30360 21880 272892

13. Madras 48574 326 3562 3072 55534 100543 8189 2309 - 32230 18630 161901

14. Mysore, etc. 64516 2492 - 4594 71602 166861 21727 17719 2258 38730 29910 277205

15. All-India 45549 1817 1183 3994 52543 121729 14340 17458 14857 17400 18340 204124

Agricultural families 61191 1123 2020 3625 67959 158923 19858 87087 10799 28370 29660 284697

Non-agricultural families 23665 692 63 4701 29121 53361 1938 2604 14288 4500 10010 86701
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9. DEBT AND DUES

9.1 In Table 52 we give details regard-
ing debts and dues reported in different
states. In the first two columns of the
table, are given the proportions of
indebted families and debt per family in
different states. It will be observed that
considering the whole of India, nearly 52
percent of the rural families were
reported indebted. The debt per family
was Rs. 224 so that the debt per indebted
family would be about Rs. 430. Com-
paring different states, it will be seen that
the level of indebtedness was very high
in the south and very low in the east. The
figures for indebtedness in Rajasthan
appear very high and are not in keeping
with the level of indebtedness in the
neighbouring states.

9.2 In the next three columns is given a
distribution by purpose of the outstand-
ing debt. It will be observed that, con-
sidering the whole country, nearly half of
the indebtedness is for household
purposesand less than40 percent for farm
and other business purposes. In Hydera-
bad and Bombay where the level of
indebtedness was noted to be high, nearly
60 percent of the debt is reported for
business and only about 33 percent for
household purpose. This is not true of
Madras where the level of indebtedness
is also equally high but the proportion for
business purposes is not much above the
all-India average. Proportion of the debt

for household purposes is high in the
eastern states where the level of
indebtedness was noted to be low. In
Rajasthan where the level of indebted-
ness was noted to be exceptionally high,
a large proportion of the debt is for
household purposes.

9.3 In the remaining columns of the
table, similar information concerning
reported dues is given. It will be noted
that the all-India average of the reported
dues is only Rs. 54 per family which is
only about one-fourth of the reported
indebtedness. This should be largely on
account of the fact that a considerable
number of the creditors are residents of
urban towns and cities not covered by the
NSS sample. Madras and to some extent
Hyderabad are important exceptions to
this general observation. In Madras, the
reported dues form about 66 percent of
the reported debt and in Hyderabad the
dues are nearly 40 percent of the debt. It
appears, therefore, that a large part of the
rural credit in these states, particularly in
Madras, is available in the rural areas.
Regarding the figures of dues generally,
it should be noted that apart from the fact
of a large number of creditors being
residents, there also exists a certain pos-
sibility of under-reporting of dues.

9.4 Generally a larger proportion of
dues has been reported as given for
businesspurposes than thecorresponding
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proportion of reported debt. There
appears little prima faci justification to
suppose that the urban creditors lend
more for the household purposes and the
rural creditors more for the business

purposes. What appears more likely is

that the debtor often pretends to borrow

for business purposesand actually spends

on private account.

TABLE 52.

 Debt and Dues (B-IX)

STATE Propor- Debt per Distribution of debt, by Propor- Dues per Distribution of dues, by

tion of family purpose (%) tion of family purpose (%)

indebted Rs. families Rs.

families House- Business Others reporting House- Business Others
% hold dues hold

%

1. Punjab, etc. 57.28 271 60.74 32.00 7.26 3.45 34 42.17 27.92 29.91

2. Rajasthan, Ajmer 61.79 419 56.62 31.45 11.93 5.49 84 62.53 18.01 19.46

3. Uttar Pradesh 59.03 179 49.71 32.15 18.14 4.17 19 37.66 38.58 23.76

4. Bihar 52.20 143 62.74 18.40 16.86 3.47 15 60.76 19.25 19.99

5. Orissa 55.73 88 76.99 3.89 19.12 3.65 29 48.53 10.35 41.12

6. West Bengal 44.06 94 54.64 14.34 31.02 2.86 2 31.38 38.04 30.58

7. Assam, etc. 38.63 68 74.14 20.60 5.26 9.09 31 39.99 25.70 34.31

8. Madhya Bharat, etc. 60.57 170 54.42 16.38 29.20 4.27 18 39.96 47.01 13.03

9. Madhya Pradesh 46.06 115 38.33 43.15 18.52 2.13 5 40.93 45.10 13.97

10. Hyderabad 64.06 338 33.96 58.62 7.42 5.43 143 4.31 94.43 1.26

11. N. Bombay, etc. 45.37 325 35.48 49.65 14.87 2.08 24 12.59 86.57 0.84

12. Bombay Deccan 48.38 346 34.22 57.66 8.12 4.88 25 27.61 49.14 23.25

13. Madras 68.19 318 46.03 39.41 14.56 8.35 202 10.67 86.66 2.67

14. Mysore, etc. 58.16 251 52.79 35.78 11.43 4.93 61 6.89 24.81 68.30

15. All-India 51.88 224 48.06 37.45 14.49 4.55 54 21.14 66.39 12.47
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10. RESERVE ACCOUNT

10.1 Along with debt and dues should

be considered current financial transac-

tions including current borrowings and

lendings. The information was obtained

in C-VII and VIII. In Table 53 we have

summarised the information in a form -

entitled ‘Reserve Account’ in accordance

with the social accounting terminology.

10.2 It will be noted that, considering

the whole country, the fresh borrowings

amount to Rs. 88 per family which is

about 40 percent of the outstanding debt.

The extent of fresh borrowings as also

their proportion to the total outstanding

debt varies greatly in different states and

needs careful examination. In doing this,

it should be borne in mind that the current

borrowings form generally a large part of

the outstanding debt, and as the current

borrowings and repayments are largely

seasonal phenomena, the level of

indebtedness also varies considerably in

different seasons of the year.

10.3 For reasons earlier noted, the

reported lendings are far short of the

reported borrowings. For the same rea-

sons, the reported recoveries are also far

short of the reported repayments.

Repayments themselves are only about

half of the reported borrowings. It is

possible, however, that a large part of the

annual re-payments take place between

April and June, a period not covered by

the Survey.

10.4 The considerable reporting of

purchase of bullion is noteworthy. The

reported purchasesof bullion, ornaments,

jewellery, etc., amounted to Rs. 20 per

rural family in the country. They are very

large in Assam and also to some extent in

Uttar Pradesh and Orissa. They are very

low in the south. The reported sales of

bullion, etc., are only about 40 percent of

the reported purchases, presumably

because a majority of dealers in bullion,

etc., are urban residents.

10.5 In order to derive a measure of

gross savings from these data, we pro-

pose, for reasons earlier explained, to add

to these the data on sale and purchase of

land and buildings. The data are given in

respective columns of Table 53. As will

appear; the purchases of real estate

exceed the sales by about Rs. 10.5 per

family. Treating the purchase of real

estate as only a form of holding the rural

savings, we might regard this as a com-

ponent of savings. Another familiar form

of holding the savings is the purchase of
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bullion. As will be seen, there appears a

net purchase of bullion worth about Rs.

12 per family. The net investment in other

financial assets such as deposits is neg-

ligible and amount to only about Re. 1 per

family. It appears, therefore, that there is

a net saving of about Rs. 23.5 per family

held in the form of real estate, bullion or

other financial assets.

10.6 The interpretation of lendings and

repayments as forms of savings is a little

complicated. From the point of view of

the individual, lendings, and repayments

are normal channels of savings. From the

standpoint of the community, the lend-

ings and repayment by one individual

implies borrowing and recovery of loan

by another. The ‘savings’ of one group

are thus balanced by the ‘dis-savings’ of

another. Even from the individual

standpoint it would, be necessary to net

his lendings and repayments by borrow-

ings and recoveries, at least to the extent

that the latter have directly financed the

former. Fresh borrowings might finance

both lendings and repayments. Similarly

recoveries of earlier loans would finance

fresh lendings. We have no information

on these points to judge the extent to

which this happens. It should also be

noted that we have no data on the changes

in cash balances of the individuals.

10.7 In the last two lines of the table,

similar data are given separately for the

agricultural and the non-agricultural

families. It is evident that the non-

agricultural families operate at a much

lower level.
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TABLE 53.

Reserve account per 1000 families.

STATE Receipts (Rs.) Expenditure (Rs.)

Sale of Sale of Sale of Sale of Loan Fresh Pur- Pur- Pur- Pur- Loan Fresh

land build- bullion shares, (reco- borr- chase chase chase chase (repay- lending

ings etc. very) owings of land of of bul- of ment) s

build- lion shares,

ings etc.

1. Punjab, etc. 6580 - 30426 7216 8841 152226 7067 390 24300 1834 25305 30800

2. Rajasthan, Ajmer 14016 - 4724 - 2575 80981 79946 236 10792 13583 14441 16846

3. Uttar Pradesh 9560 117 7789 4336 11875 127306 79136 18675 37956 9211 94246 13154

4. Bihar 51959 963 3028 1196 245 22239 20798 - 4646 - 16438 2208

5. Orissa 4701 - 3366 - - 5407 - - 34318 - 4972 590

6. West Bengal 109667 616 6839 - 2837 61161 4530 10292 7373 4015 16622 2289

7. Assam, etc. 79976 369 16130 2955 16638 106549 109014 2530 96420 1662 27958 29185

8. Madhya Bharat, 412 137 3405 - 382 42406 651 5407 26150 400 31365 10067

etc.

9. Madhya Pradesh 33215 4388 19415 13499 4335 61608 25476 4846 20942 8674 44740 8483

10. Hyderabad 72568 - 1369 - 2429 49342 17425 29692 - 768 18528 689

11. N. Bombay, etc. 65195 2319 - - 1587 71759 43046 330 15336 63 77667 3385

12. Bombay Deccan 214 3806 10000 1454 5884 53219 14579 6011 4918 - 15370 -

13. Madras 6261 - 3069 - 1914 127739 26784 8 8478 1998 24269 14580

14. Mysore, etc. - - 10391 9883 26250 200320 118203 78 8875 10023 120930 68125

15. All-India 29327 955 8269 3082 5675 87815 39144 5646 20116 4026 42547 13192

Agricultural families 40386 323 8623 1427 3931 99689 61334 9158 25806 6716 45840 38699

Non-agricultural 14783 1567 12242 4448 5907 59312 8867 1926 14475 2055 21134 6805

 families
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11. COMMODITY ACCOUNT

11.1 Information on production and
other receipts of commodities was
obtained in C-IV. Similarly, that relating
to sales and other disposals was obtained
in C-V. We have summarised the infor-
mation for different states in Table 54.
The items in this table are all liable to
large seasonal variations. The annual
estimates given in the table, as they are
based on a single visit between October
and March, are therefore not very reli-
able. Nevertheless, it might be noted that
the all-India average of the production of
all commodities is reported to be about
Rs. 1335 per family.

11.2 Though, on account of the sea-
sonal variation to which they are liable,
the absolute figures in the table are not
likely to be very trustworthy, it appears
that the inter-relationships between dif-
ferent columns of the table may be
somewhat less liable to large seasonal
variation, particularly in view of the fact
that a period of six months approximating
to the whole winter season of agriculture
has been averaged. It might therefore be
noted that in the all-India averages, the
reported sales form about 27 percent of
the reported production. There is con-
siderable variation in this respect
between different states. The sales form

a large proportion of production in Pun-
jab, Uttar Pradesh, Assam, Saurashtra
and some extent in Mysore. They form a
very small proportion in Assam, Bihar,
West Bengal and the Bombay Deccan.

11.3 Disposals in the form of owner-
share constitute about 2.8 percent of the
production in the all-India averages.
They form nearly 9 percent in Orissa and
West Bengal and about 6.5 percent in
Punjab. This proportion is less than one
percent in Madhya Bharat, Madhya Pra-
desh and Uttar Pradesh.

11.4 Disposals in the form of Wages
given in kind constitute 5.8 percent of the
reported production in the all-India
averages. This proportion is above the all
India average only in Madhya Bharat,
Madhya Pradesh, Hyderabad and
Madras. In other states it is below the
all-India average.

11.5 As will be seen, there appear two
estimates of owner share and wages in
kind, one from the reported receipts, and
the other from the reported payments in
these forms. The all-India averages in
both cases are fairly close. Thus, the
reported receipts as ownershare are only
about 10 percent higher than the reported
paymentof ownershare. Similarly, wages
in kind reported as received form about
84 percent of the reported payments.
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Having regard to the possible reporting
biases in this respect, the correspondence
is not altogether unsatisfactory. But
similar correspondence does not hold
good in most states and it is doubtful
whether the discrepancies can all be
explained as due to sampling errors.
Earlier, while presenting the data on
reported receipts and payments of cash
wages, we had indicated a number of
circumstances which might lead to, dis-
crepancy between the two sets of data. It
should be noted that those circumstances
would not be equally operative in causing
discrepancy between the reported
receipts and payment of wages in kind.
The nature and underlying reasons for the
present discrepancy therefore needs fur-
ther examination.

11.6 Commodity disposals, as raw
materials used up in production forms, it
should be noted, nearly 4 percent of the
production receipts in the all-India
averages. In the last column is shown the
surplus of all receipts over all disposals.
While reading this column, it should be
noted that the consumption at home has
notbeen taken account of in the disposals.

11.7 in Table 55 are given particulars
of the production receipts noted in Table
54. Similar particulars regarding sale of
commodities are given in Table 56. In

these tables, the production and sales of
different commodities are given for each
group of states.

11.8 More particulars regarding the
receipts and disposals of the commodities
are given in Table 57. The table is based
onanall-India basis. For each commodity
is shown the total receipts and total dis-
posals. Different types of receipt are
shown as percentages of the total receipts
and different types of disposal are shown
as percentages of the total disposals. In
the last column, the total disposals are
shownas percentages of the total receipts.
Thus the total receipts of paddyamounted
to Rs. 486 per family and its total dis-
posals to Rs. 132. Thus the disposals were
about 27 percent of the receipts. Of the
total receipts of paddy, nearly 90 percent
were production receipts, about 4 percent
as receipts of owner share, another 4
percent as remuneration and wages
received in kind and about 2 percent as
other receipts such, as material contrib-
utions received from landlords. Out of the
total disposals, nearly 48 percent were
sales, 19 percent as payment of owner
share, 18 percent as remuneration and
wages paid in kind, 1 percent as raw
material used in production and 14 per-
cent as other disposals. In making any
comparison between distribution by type
of receipts and disposals of different
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commodities, it must be noted that such
a comparison will not be justified with
out a full year’s data.

11.9 Similar data for the agricultural
and the non-agricultural families sepa-
rately are given in Tables 58 and 59,
respectively. It will be seen, that payment
of remuneration and wages in kind form
a considerable proportion in the com-
modity disposals of the agricultural
families. On the other hand, such receipts

in kind form a considerable proportion in

the commodity receipts of the non-

agricultural families. However, in view

of the fact that even the non-agricultural

families reported considerable produc-

tion receipts of agricultural, commodities

suggests that in this category a number of

cultivating families, were included.

Without them the contrast between the

agricultural and the non-agricultural

families would have been much sharper.
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12. OPERATING ACCOUNT

12.1 In Table 60 we have brought
together different items of current
receipts and expenditure on business
account. It should be noted that these
include only the cash receipts and
expenditure. It will be seen that in the
all-India averages the total receipts
amount to Rs. 438 per family and the total
expenditure to about Rs. 335 per family.
Thus the receipts show an excess of about
Rs. 103 per family. This varies greatly in
different states and in fact the receipts are
shortof the expenditure inBihar, Madhya
Bharat, Madras and the Bombay Deccan.
In the Bombay Deccan, the total expen-
diture exceeds the receipts by about Rs.
129 per family. Partly this is on account
of the very high payment of wages
reported in this region. In the other states,
the excess of expenditure over receipts is
not large. In Rajasthan, Orissa and Hyd-
erabad, though the receipts are more than
the expenditure, the excess is not large.
Only in the remaining states the excess of
receipts overexpenditure is considerable.
It should perhaps be reminded that the
data, though they are presented on an
annual basis, do not in fact refer to the
conditions of a whole year. This might
partly explain the large variation seen
between different states.

12.2 In subsequent tables are given
further details of the receipts and
expenditure of the operating account. In
Table61 are shown particulars of receipts

and payment of rent on assets, namely,
land, non-residential buildings, live-
stock, implements, machinery and other
assets. In Table 62 are shown the income
from and expenditure on professions and
services. In Table 63 and 64 are shown
particulars of raw material purchases for
farm and non-farm production, respec-
tively. It will be noted that the use of
chemical fertilisers has been reported on
a considerable scale only in the Bombay
Deccan and Madras and to a smaller
extent from Mysore and Madhya Pra-
desh. Considerable use of farm yard
manure has been reported in Madras,
Mysore and Rajasthan. In Table 65 the
raw material purchases for farm and
non-farm production have been distin-
guished according as the purchases were
made from a producer or a trader. In
Tables 66 and 67 similar classification of
the purchases is made on an all-India
basis but separately for the agricultural
and the non-agricultural families and also
for different groups of commodities.
Thus it will appear from Table 66 that
about 50 percent of the total purchases of
food-grains and pulses; presumably for
seed and cattle-feed, are from a trader. In
respect of oilseeds, etc., this proportion
is nearly 80 percent. Similarly about 30
percent of the fodder including green
grass and hay and about 44 percent of
farm yard manure is purchased from a
trader. That this large proportion of the
farm yard manure is traded through
professional traders surprising.
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13. REVENUE ACCOUNT

13.1 In Table 68 we have brought
together all cash items of personal
income and expenditure in the form of a
Revenue Account. On the receipts side
are, firstly, salaries and wages earned by
members of the households; these
include net earnings brought home by
members working outside the residential
village. Remittances received from out-
side as also receipts of pensions, etc.,
have been shown separately. Other items
of receipt are interest and house rent. It is
usual to credit these items to revenue
account and not to the operating account.
Finally, the operating surplus, that is the
surplus on the Operating Account is
regarded as net receipt to households
from their business enterprises and is
accordingly credited to the revenue
account. It will be remembered that in a
number of states, the operating surplus is
negative; this is shown on the receipts
side with a negative sign. It will be noted
that in the all-India average the total
revenue receipts amount to Rs. 300 per
family.

13.2 The principal item on the
expenditure side is the family expendi-
ture. This is split into two parts. In one
column is shown the weekly expenditure
on a number of routine items of family
expenditure noted in C-XIII, here
brounght to an annual basis. In another
column is shown the four-weekly

expenditure on the remaining items of
family expenditure noted in C-XIV, here
brought to an annual basis. House rent
and remittances made out have been
shown separately. It will be noted that in
the all-India average the total revenue
expenditure amounts to Rs. 789 per
family.

13.3 It will thus be seen that the
reported receipts form less than 40 per-
cent of the reported expenditure. The gap
between the expenditure and receipts of
agricultural families is larger still; in their
case the receipts are less than 25 percent
of the expenditure. Part of this gap might
be explained by the fact that at best the
data relate to average conditions between
October and March and that possibly
substantial cash receipts, of sales pro-
ceeds accrue only after March. Never-
theless it seems unlikely that this
circumstance could explain the whole of
the rather large gap between reported,
cash expenditure and cash receipts.

13.4 Further particulars of family
expenditure noted in C-XIII and C-XIV,
are given in Tables 69 and 70, respec-
tively. It should be noted that the reported
expenditure includes only the purchases
of goods and services and does not coves
the consumption of home-produced or
otherwise acquired commodities.
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13.5 As will be seen, there are large
variations in the reported expenditure on
individual items. The State averages are
all affected by large sampling variations
so that at least part of the differences
between different states are attributable
to sampling errors. Nevertheless, there
are some remarkable differences which
might be noted. The reported expenditure
on mutton is very high in the south,
namely, in Hyderabad, Madras and
Mysore-Travancore. The, expenditureon
fish is naturally large in West Bengal and
Assam; but it is also considerable in
Mysore and to a smaller extent also in
Bihar. Dry fish is consumed on a con-
siderable scale only in the Bombay
Deccan though it is also common in
Assam, Madras and Mysore. The per
family expenditure on milk is nearly Rs.
10 in all-India averages. It is very large
in Punjab and to a smaller extent also in
West Bengal, Saurashtra and North
Bombay. Expenditure on milk products
is also very high in Punjab, Rajasthan and
to a smaller extent in Madhya Bharat,
Saurashtra and North Bombay. The
expenditure on sugar and gur is very high
in Saurashtra and Bombay. It is also
considerable in Punjab and Rajasthan.
Tea is common in Saurashtra and North
Bombay and also in Punjab, Assam and
the Bombay Deccan. Coffee is common
in Madras and to a much greater extent in
Mysore and Travancore. Chewing of
tobacco is wide spread in Assam and

Mysore-Travancore while smoking is
more common in Rajasthan, Saurashtra
and North Bombay. Very large expen-
diture is reported on clothing and foot-
wear in Rajasthan. It would be
worth-while obtaining independent
verification of these large differences in
different states.

13.6 The sum of the expenditure
reported on the two groups of items noted
in C-XIII and C-XIV, respectively, gives
the total family expenditure. In Table 71,
we show the distribution of this total over
different groups of items. As will be seen
from the last column of this table, the total
per family expenditure in rural India is
about Rs. 778. There is however large
variation between different states. The
level of expenditure is very high in
Punjab, Rajasthan, West Bengal and
Hyderabad where the total expenditure is
more thanRs. 900. It isvery lowinOrissa,
Madhya Pradesh and the Bombay Dec-
can. In the two latter, the total expenditure
is nearly Rs. 620. In Orissa, it is only Rs.
473. This is too low and would need
independent verification.

13.7 As in the level of total expendi-
ture, so in the distribution of this total,
there are apparent considerable
differences between different states.
Thus it will be seen that in the all-India
average, nearly 25 percent of the total
expenditure is on cereals, 5 percent on
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pulses, 6 percent on edible oil, 10 percent
on meat, milk and vegetables, 5 percent
on spices, 5 percent on sugars, 7.5 percent
on tea, coffee, pan, tobacco, liquors and
other intoxicants, 3 percent on fuel and
light, 17.5 percent on clothing and foot-
wear and about 15 percent on education,
medicine, entertainments, travelling and
other miscellaneous items. There is large
variation in these respects in different
states. For instance, in Saurashtra and
Bombay, the proportionate expenditure
on cereals is very low while the expen-
diture on edible oils and sugars is quite
large. Again, proportionate expenditure
on clothing and footwear is very high in
Rajasthan and Punjab

13.8 In Tables 69, 70 and 71, in two
bottom lines, similar data are given sep-
arately for the agricultural and the non-
agricultural families. As will be seen, the
average per family annual expenditure of
theagricultural families is Rs. 921against
a mere Rs. 590 of the non-agricultural
families. This large difference between
the levels at which the two groups of
families live persists in almost every
single item of expenditure. It is remark-
able that even in respect of such essentials
as foodgrains and pulses, where the
agricultural families have presumably
considerable amounts of home produced
commodities available for consumption,
the purchases by the non-agricultural
families do not exceed those by the

agricultural families. On all items which
might be called non-essentials, such as
the edible oils, meat, sugar, gur, tea,
tobacco, liquors, the expenditure by the
non-agricultural families is only about
one half of the expenditure by the agri-
cultural families. In respect of clothing,
footwear, books, periodicals, medicine,
domestic service, entertainments and
travel, it is much less than half the
expenditure by the agricultural families.
It is thus obvious that the non-agricultural
families live at a very low level than do
the agricultural families. An examination
of the distribution of their respective
expenditure shows that the non-
agricultural families spend proportion-
ately more on food and other essentials
and less on clothing and other comforts.

13.9. The group of families termed
‘non-agricultural’ is naturally very het-
erogeneous. It might be worthwhile
therefore classifying them into different
occupational classes and compare their
levels of living. This is done in Table 72.
It will be seen that a large group living at
a very low level is that of the cultivating
labourers. Their total family expenditure
averages at Rs. 362. This is to be com-
pared with the general average of the
non-agricultural families of Rs. 590 and
the average expenditure of the agricul-
tural families amounting to Rs. 921.
About 20 percent of the total expenditure
by the agricultural families is spent on
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foodgrains; this is nearly Ps. 130. Thus,
the expenditure of the cultivating
labourers even on food-grains is very
much below that of the agricultural
families. In interpreting these figures, it
should however be borne in mind that the
averagesare on a per family basis and that
it is possible that the average size of the
cultivating labourers’ families might be
somewhat below that of the agricultural
families.

13.10 The purchases reported in C-XIII
and C-XIV, could be distinguished
according as they were, made from a
trader or a non-trader. This is done in
Table 73. It will be seen that considering
all-India average, nearly 76 percent of the
purchases in C-XIIIand nearly 93percent
of the purchases in C-XIV were made
from a trader. There is of course consid-
erable variation in this respect between
different states. For instance, of the
purchases in C-XIII, only about 40 per-
cent in Madhya Pradesh and 52 percent
in Uttar Pradesh were made from a trader.
In respect of the purchases in C-XIV, the
variation is not so large.

13.11 In Tables 74 and 75, we give
similar particulars regarding purchases in
C-XIII and C-XIV, respectively, on an
all-India basis but for each commodity
and for the agricultural and the non-
agricultural families separately. Thus it
will be noted that the trader element is

somewhat smaller in the purchases of
foodgrains that in those of pulses. It is
also very low in respect of milk and
milk-products where only about one-
third of the purchases are from a trader.
In respect of most other items the trader
element is naturally large.

13.12 As was noted in Section 1.14, we
have generally omitted from the present
Report all data relating to ‘entries’, that
is the number of families reporting par-
ticular items of information. This was
because the data on number of families
reporting an item during a week or a
four-week period could not obviously be
inflated to be brought to an annual basis.
Nevertheless, it might have been noted
that wherever the data could be presented
without such inflation to annual basis,
they have been presented. Such was the
case of purchases and sales, for instance,
where we gave a classification of the
reported purchases or sales according to
whether a trader was involved. With
reference to the items of family expen-
diture during one week or four weeks
noted in C-XIII and C-XIV, respectively,
it appears that the number of families
reporting various items of expenditure
during the, specified periods, might be of
some interest. We have therefore pres-
ented the relevant data in Tables 76 and
77.
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13.13 It will be seen that considering
all-India average, nearly 28 percent of all
families report expenditureon rice during
a week. In West Bengal, Assam, Madras
and Mysore, this proportion is upwards
40 percent. Similarly, the proportion of
families reporting expenditure on wheat,
millets and other, cereals in all-India
averages is nearly 13, 15 and 10 percent,
respectively. Among the reporting fam-
ilies there would be of course some who
had incurred expenditure on more than
one foodgrains, say both on wheat and
rice. The total of the percentages report-
ing expenditure on rice, wheat, millet and
other cereals severally, amounting to
nearly 66 percent, would not therefore
give the percentage of families reporting
expenditure on at least some foodgrain.
Nevertheless, as a rough guess, it seems
that this proportion would not be much
less than 50 percent which would mean
that every week about half of the families
incur expenditure on foodgrains. This of
course relates to average conditions from
October to March. It is possible that the
frequency of foodgrain purchases is
somewhat higher in the period from say
April to June or July. On the other hand,
it might be noted that during the period
of investigation most of the foodgrains
were rationed, though the degree of
rationing in rural areas varied consider-
ably in different parts of the country.

Nevertheless, it is possible that, the
frequency of foodgrain purchases would
be somewhat smaller under decontrol.

13.14 The high frequency of purchases
of edible oils is noteworthy. Mustard,
groundnut, coconut, linseed and other
edible oils have been separately noted.
One, might also presume that they are
approximately mutually exclusive in the
sense that a family would be usually
using, or at any rate would be purchasing
within a week, only one type of edible oil.
It would then appear that every week
nearly 70 per cent of the families pur-
chase edible oils. It might be noted that
though the coconut oil has been classified
here is an edible oil and that a separate
item for hair oils has been specified in
C-XIV, nevertheless, it is possible that
some of the purchases of coconut oils in
C-XIII were really for toilet purposes.

13.15 Similarly, if mutton, fresh fish
and dry fish are regarded as mutually
exclusive items for family expenditure
within a week, it appears that every week
nearly 33 percent of the families incur
expenditure on these items. The propor-
tion of families reporting expenditure on
vegetables is also somewhat
unexpectedly large, being over 50 per-
cent. At the same time, every week,
nearly 75 percent of the families report
expenditure on salt.
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13.16 The very high frequency with
which these necessities of life are pur-
chased gives, an indication of the hand to
mouth living of the rural population. For
the same reason, the proportion of fami-
lies reporting expenditure on tea,
tobacco, and liquor might be regarded
broadly as an index of their incidence in
rural area. Thus it will be seen that nearly
25 percent of the families drink tea. The
proportion is very high in Punjab and
Bombay, being 50 and 60 percent,
respectively. Nearly one-third of the
families chew pan and tobacco. The two
probably go hand in hand in most of the
states, though there are exceptions, as in
Bihar, where a high incidence of tobacco
chewing is reported without any corre-
sponding incidence of pan. This would
need independent verification for it is
possible that the investigators in that state
did not note the two expenditures sepa-
rately. Incidence of tobacco smoking is
higher, nearly 47 percent. It is very high
in West Bengal and also in Hyderabad
and North Bombay. Nearly 5 percent of
the families report expenditure on liquors
and another 3 percent on other intoxi-
cants. These proportions are negligible in
Bombay and Madras, of course on
account of the prohibition in force in
these states. The incidence of liquor is
exceptionally high in Hyderabad and also
considerable in Rajasthan and Assam.

13.17 In Tables 78 and 79, we give
further particulars of the reported
expenditure on different items of family
expenditure. In Table 78 we give the
frequency distribution of the reported
weekly expenditure on different items in
C-XIII. The distributions are given sep-
arately for the reported purchases by the
agricultural and the non-agricultural
families. For facility of reading they are
given on a cumulative basis. The number
of reported purchases and their value are
distinguished and the two are shown in
parallel columns. It will be noted that
altogether 44 different items of family
expenditure were noted in C-XIII. For
convenience of presentation, here some
of the items havebeen suitably combined,
as for instance, are millets and other
cereals which are two separate items in
C-XIII. As a consequence, it should be
noted that the distributions given in such
cases are of purchases of these items
severally and not jointly. Thus if a family
reported during a week, purchase of
millets as also of other cereals, it would
constitute two purchases and not one. As
weekly expenditure on enumerated items
would in most cases comprise single
purchases, the distributions given will be
found useful in assessing quanta of single
purchases of various items in rural area.

13.18 Thus, considering the agricultural
families, nearly 48 percent of the weekly
purchases of rice reported by them are of
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value under Rs. 3. In terms of value, they
account for nearly 11.8 percent of the
total purchases. On the other hand, nearly
56 percent of the purchases reported by
the non-agricultural families were of
value under Rs. 3 and in terms of value
they accounted for nearly 19.7 percent of
the total purchases. The weekly rice
purchases of the non-agricultural fami-
lies are thus considerably smaller, than
those of the agricultural families. This
seems to hold good in respect of the
purchases of all most all items.

13.19 In fact the differences between
the agricultural and the non-agricultural
families become more obvious as we pass
from foodgrains to other commodities.
Thus, even in respect of pulses, while
only about 12 percent of the purchases by
the agricultural families were of value
under four annas, nearly 20 percent of the
purchases of pulses by the non-
agricultural families were so small.
Similarly, while 25 percent of the
purchases of edible oil by the agricultural
families were of value below four annas,
more than 38 percent of purchases of

edible oil by the non-agricultural families
were so small. Similar differences are
observable in respect of the purchases of
other items.

13.20 Similar frequencydistributions of
the four-weekly expenditure on different
items in C-XIV are given in Table 79.
Here it is possible that the four weekly
expenditures on some of the items com-
prise more than one purchases during the
period. This might be the case for
instance in respect of expenditure on
firewood, kerosene, charcoal and other
fuel and light. In such cases as these, the
distributions shown are primarily dis-
tributions of four weekly expenditure and
not of single purchases. In most other
cases, such as of expenditure on clothing,
footwear, domestic service, entertain-
mentand travel, four-weekly expenditure
wouldusually constitute singlepurchases
or single occassions of expenditure.
Therefore, thedistributions given in these
cases, apart from their being distributions
of four-weekly expenditures, will have
special significance.
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TABLE 72.
Annual family expenditure of non-agricultural families (Rs. per family) (C-XIII, C-XIV)

Occupation group No. of Food- Pulses Coconut, Edible Meat
families grains etc. oils

C-XIII
1-4 5-7 8-10 11-16 17-22

A.1 Cultivators of land, wholly or mainly 47 18.07 2.43 0.17 7.68 1.47
owned

2. Cultivators of land, wholly or mainly 2 35.83 - - 5.37 8.36
unowned

3. Cultivating labourers 1454 36.38 4.46 0.46 5.52 2.72
4. Non-cultivating owners of land 46 17.94 4.52 0.11 6.91 3.13

A- All agricultural classes 1549 34.37 4.29 0.42 5.73 2.65
0.1,2 Stock raising & rearing of small ani- 104 38.74 11.86 0.63 4.85 1.34

mals & insects
3. Plantation industries 101 29.98 4.80 0.47 2.18 8.21
4. Forestry & woodcutting 49 51.09 7.79 0.14 5.54 2.81
6. Fishing 16 31.17 4.82 0.27 7.01 4.05
0- Primary industries not elsewhere spe- 270 37.85 8.15 0.45 4.25 4.17

cified
1.0 Non-metallic mining & quarrying not 28 33.61 3.91 - 5.75 4.56

elsewhere classified
5. Stone-quarrying, clay & sand pits 18 33.33 8.19 - 4.85 3.84
1- Mining and quarrying 46 33.50 5.67 - 5.38 4.26

2.0 Food industries otherwise unclassified 10 31.56 4.64 0.17 5.53 4.17
1 Grains and pulses 38 26.98 5.02 0.53 8.29 3.30
2 Vegetable oil & dairy products 22 46.03 4.71 0.19 4.13 3.67
3 Sugar industries 10 22.35 3.53 0.16 3.14 8.99
4 Beverages 9 32.93 7.14 1.90 5.76 4.26
5 Tobacco 8 24.99 5.39 1.37 4.46 3.52
6 Cotton textiles 85 39.68 4.49 0.89 5.69 1.92
7 Wearing apparel (except footwear) & 50 20.71 10.49 1.29 4.53 4.65

made-up of textile goods
8 Textile industries, otherwise unclassi- 46 42.44 2.35 0.75 4.90 1.75

fied
9 Leather, leather products & footwear 100 32.16 3.64 0.61 3.98 3.60

2- Processing & manufacture of food- 378 33.15 5.19 0.80 4.90 3.39
stuffs, textiles, leather & products
thereof

3- Processing & manufacture of metals, 69 28.85 6.36 1.20 6.15 2.87
chemicals & products thereof

4.0,9 Manufacturing industries otherwise 42 31.12 5.45 0.40 3.50 1.53
unclassified

2,3 Bricks, tiles, cement pipes & other 17 27.30 3.11 1.21 4.26 0.58
structural clay products

4 Non-metalic mineral products 65 34.37 4.49 0.51 6.90 2.10
6,7 Wood, wood-products, furniture & fix- 155 27.46 3.73 1.15 5.51 1.95

tures
4- Processing & manufacture not else- 279 29.51 4.18 0.88 5.34 1.83

where specified
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TABLE 72. (contd.)

Annual family expenditure of non-agricultural families (Rs. per family) (C-XIII, C-XIV)

Milk, Spices Sugars Tea, cof- Pan, Fuel, Clothing, Toilets Other Total

vegetables, fee, etc. tobacco, light footwear =100

etc. etc. C-XIV,

23-27 28-30 31-33 34-38 39-43 1-4 5-8 9-11 12-21 Rs.

A.1 13.34 4.30 6.05 4.23 11.90 2.58 14.16 1.57 12.05 953.04

2. 4.78 9.25 9.55 - 5.37 2.39 11.94 1.19 5.97 544.38

3. 4.97 6.07 4.04 0.78 6.24 2.89 12.79 0.48 12.20 361.59

4. 14.63 6.44 6.41 1.77 5.78 2.82 18.15 1.37 10.02 431.33

A- 5.93 5.96 4.28 1.08 6.65 2.86 13.08 0.59 12.11 381.79

0.1,2 5.09 5.49 5.18 1.78 4.99 2.30 11.62 0.91 5.22 521.66

3. 8.12 6.10 2.05 0.10 17.08 2.85 12.88 2.63 2.55 474.57

4. 2.40 3.93 3.57 2.17 3.77 1.26 11.38 0.86 3.29 587.67

6. 7.91 4.49 2.03 2.86 6.28 8.37 13.03 1.20 6.51 611.20

0- 5.78 5.32 3.57 1.36 8.74 2.70 12.13 1.51 4.02 520.13

1.0 2.19 5.67 5.53 1.29 11.17 6.56 13.44 1.70 4.62 537.28

5. 1.08 5.17 2.09 2.21 11.02 1.16 17.44 0.10 9.52 621.10

1- 1.71 5.47 4.12 1.67 11.11 4.34 15.08 1.05 6.64 591.99

2.0 4.04 6.13 4.85 0.43 13.31 2.89 6.12 0.34 15.82 764.09

1 6.57 3.72 6.26 0.48 6.09 3.34 22.62 0.71 6.09 337.33

2 7.87 5.18 5.69 0.81 4.71 3.07 10.50 0.46 2.98 636.11

3 - 5.30 - 0.68 1.86 1.64 11.69 - 40.66 1189.51

4 5.64 4.84 2.99 0.46 6.45 1.15 13.36 1.38 11.74 627.27

5 6.22 3.80 5.67 2.70 5.12 9.47 11.00 2.64 13.65 738.17

6 7.26 4.59 7.43 1.50 4.06 4.00 8.97 0.75 8.77 859.75

7 9.36 7.38 5.86 1.76 4.92 5.44 8.37 1.46 13.78 947.07

8 3.12 4.81 2.41 3.51 5.11 2.42 5.58 0.28 20.57 618.13

9 6.30 5.34 4.67 1.24 5.67 3.64 14.40 1.00 13.75 642.68

2- 6.50 5.33 5.30 1.55 5.07 3.85 10.70 0.87 13.40 717.01

3- 7.82 4.53 5.41 3.85 4.12 6.00 12.83 1.26 8.75 794.48

4.0,9 7.59 2.67 4.26 2.34 3.82 4.97 15.99 0.83 15.53 1002.61

2,3 4.64 5.60 7.04 3.83 6.34 4.15 27.09 1.04 3.81 663.40

4 6.09 5.59 6.71 1.33 5.16 6.37 14.43 0.48 5.47 662.30

6,7 10.11 4.87 6.46 2.76 4.50 2.75 15.01 1.09 12.65 790.41

4- 8.55 4.63 6.11 2.45 4.60 3.96 15.71 0.92 11.33 784.75
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TABLE 72. (Contd.)
Annual family expenditure of non-agricultural families (Rs. per family) (C-XIII, C-XIV)

Occupation group No. of Food- Pulses Coconut, Edible Meat

families grains etc. oils
C-XIII

1-4 5-7 8-10 11-16 17-22

5.1 Construction and 64 30.36 4.48 0.58 5.59 3.13

maintenance-buildings

2 Construction and maintenance-roads, 9 57.90 0.76 0.51 4.55 5.06

bridges, etc.
4 Construction and 10 1.07 - - 2.14 -

maintenance-irrigation works

5,6,0 Works and services-electric power, gas 3 22.21 9.82 4.01 6.62 5.41
and water supply, etc.

7 Sanitary works and services (including 23 23.58 5.58 0.53 5.71 3.96

scavengers)

5- Construction and utilities 109 29.69 4.55 0.65 5.53 3.33
6-1 Retail trade in foodstuffs 197 27.55 3.81 0.73 5.82 1.12

2,3,0 Retail trade in fuel, textile and leather 61 30.74 7.46 1.28 6.30 1.73

goods, etc.

4,8 Wholesale trade in foodstuffs, money- 42 24.16 5.62 1.15 9.37 1.59
lending and other financial business

6- Commerce 300 27.68 4.82 0.91 6.46 1.31

7.1 Transport by road 24 43.87 5.19 0.46 6.03 2.32
2 Transport by water 10 5.20 0.46 2.00 4.19 5.95

4,6 Railway and postal services 42 30.87 3.76 0.42 4.82 2.12

7- Transport storage and communication 76 30.90 3.70 0.64 5.05 2.68

8.1 Medical and other health services 14 19.96 4.35 1.77 10.90 2.81
2 Educational services and research 45 20.23 6.82 1.64 4.56 2.35

3,4 Defence and police services 17 13.04 2.23 0.82 3.70 2.28

5 Village officers and servants 67 18.39 4.82 0.61 5.97 1.00

6,7 Employees of local bodies and State 21 23.54 4.12 0.28 7.16 2.84
Governments

8- Health, education and public adminis- 164 19.08 5.01 1.08 5.87 2.04

tration
9.0,6 Services otherwise unclassified 502 33.57 2.99 1.02 6.06 2.52

1 Domestic services 40 23.58 7.34 0.68 7.36 2.86

2 Barbers and beauty shops 93 30.89 5.17 0.67 5.88 3.80

3 Laundries and laundry services 67 17.89 3.55 0.76 6.34 5.80
4 Hotels, restaurants, eating houses, etc. 14 22.69 4.74 2.56 5.76 1.84

5 Recreation services 6 19.36 5.14 0.76 4.69 1.81

8 Religions, charitable and welfare ser- 89 22.94 4.00 0.30 6.72 1.86

vices
9 Other non-productive occupations 47 14.95 4.51 2.18 5.37 2.38

9- Services not elsewhere specified 858 29.06 3.71 0.99 6.10 2.78

All occupations 40.98 30.60 4.66 0.76 5.67 2.60
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TABLE 72. (contd.)
Annual family expenditure of non-agricultural families (Rs. per family) (C-XIII, C-XIV)

Milk, Spices Sugars Tea, cof- Pan, Fuel, Clothing, Toilets Other Total
vegetables, fee, etc. tobacco, light footwear =100

etc. etc. C-XIV,
23-27 28-30 31-33 34-38 39-43 1-4 5-8 9-11 12-21 Rs.

5.1 5.49 6.32 5.14 1.79 5.39 4.54 9.83 1.36 16.00 764.61
2 0.38 11.25 2.40 0.13 4.42 2.02 10.12 0.50 - 285.63
4 7.49 7.76 11.76 - 3.48 1.07 20.32 - 44.91 121.56

5,6,0 9.82 4.21 9.02 8.62 7.42 1.60 4.01 2.41 4.82 540.33
7 6.77 5.15 6.64 1.55 13.97 3.17 13.74 0.40 9.25 427.88

5- 5.62 6.31 5.48 1.82 6.68 4.10 10.50 1.17 14.57 589.22
6-1 10.58 4.72 5.79 2.71 3.87 3.97 13.50 1.36 14.47 996.97

2,3,0 11.43 4.08 5.29 4.83 3.34 3.89 7.82 1.29 10.52 1005.00
4,8 9.05 4.20 6.48 1.32 3.69 2.62 14.29 0.99 15.47 1098.11
6- 10.51 4.51 5.79 2.93 3.74 3.75 12.48 1.29 13.82 1012.76

7.1 6.17 3.89 8.33 1.14 5.94 3.30 7.38 0.79 5.19 887.38
2 3.31 3.55 4.62 1.50 4.22 1.94 17.50 0.24 45.32 1069.92

4,6 8.88 3.57 5.01 5.78 5.55 3.58 15.55 1.63 8.46 1174.65
7- 7.44 3.65 5.83 4.00 5.47 3.29 13.67 1.23 12.45 1070.17

8.1 11.89 4.86 4.47 5.31 3.35 3.28 9.17 1.20 16.68 1386.58
2 13.09 3.02 3.53 2.39 2.40 2.99 11.95 1.81 23.22 1325.01

3,4 24.47 4.63 7.13 2.17 1.77 2.96 17.32 1.20 16.28 1395.21
5 8.31 5.85 5.66 1.62 6.07 2.95 21.72 0.83 16.20 795.25

6,7 9.23 2.90 4.87 5.23 2.71 4.37 16.22 2.87 13.66 992.21
8- 12.59 4.28 4.91 2.78 3.56 3.17 15.81 1.49 18.33 1078.49

9.0,6 7.95 5.65 4.76 2.07 5.10 3.58 11.22 0.98 12.53 525.57
1 8.10 5.79 5.79 2.94 4.53 4.93 12.89 1.89 11.32 310.07
2 4.24 6.65 6.68 1.64 4.92 2.19 16.42 1.17 9.68 669.85
3 5.83 10.76 5.16 2.49 8.05 4.04 13.03 1.10 15.20 403.42
4 6.63 5.50 8.96 1.36 2.97 4.92 10.76 8.30 13.01 906.51
5 5.30 5.30 5.14 1.51 4.39 1.82 23.60 4.84 16.34 358.05
8 11.39 4.53 5.03 2.60 6.62 4.03 16.83 1.18 11.97 630.80
9 23.23 3.50 4.95 3.04 3.72 3.42 11.64 1.31 15.80 736.85

9- 8.83 5.78 5.23 2.17 5.25 3.53 12.80 1.29 12.48 549.14
7.90 5.28 5.05 2.03 5.50 3.46 13.03 1.06 12.40 590.26
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14. SAMPLING ERRORS.

14.1 The statistics or estimates pres-
ented in this Report have been based on
a sample of about 10,000 families drawn
from a sample of about 600 villages
distributed all over India, a sample of
about 16 families having been investi-
gated from each selected village. The
estimates for each individual state or
group of states are based on very much
smaller samples. It is therefore to be
expected that the estimates will be liable
to considerable sampling errors. In this
Chapter, we shall present sampling errors
of a few items.

14.2 Particularsof the sampling design
of the sample and of the method of
estimation are given in sections 12 to 21
of Chapter V of the earlier Report. It will
be seen that the basis of the state and
all-India estimates is the village averages
in which the agricultural and the, non-
agricultural families have been appro-
priately weighted. The state and the
all-India estimates are simple averages of
the village averages. The sampling errors
of the state and the all-India estimates
have, therefore, been derived directly
from the village averages.

14.3 The sampling design was con-
siderably complicated and involved
stratifying the country into 250 ultimate

strata and the use of five different sam-
pling schemes. The calculation of sam-
pling errors involves considerable
computational labour. In order to
minimise this labour, we have taken into
account only 25 strata. They are mostly
individual states, though in a few states
we have distinguished two or more strata
according to the different sampling
schemes employed. In the following are
the strata recognized while calculating
the sampling errors together with the
number of villages in each stratum.

14.4 In view of the fact that we have
not taken, into account the whole of the
scheme of stratification into 250 ultimate
strata, the sampling errors calculated by
us and presented in the following tables
will be somewhat larger than the actual
errors to which the estimates are liable. It
seems unlikely however that the differ-
ence will be considerable.

14.5 The calculation and presentation
of sampling errors of all the several items
for which we have presented estimates in
the preceding Chapters will be formida-
ble. We have therefore, chosen only a few
important items to calculate their
sampling errors. It is hoped that they will
be sufficient to illustrate the magnitudes
of errors which estimates of different
types of items are liable. In all cases the
sampling errors are shown as percentages
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of the respective estimates so as to indi-
cate the relative magnitudes of sampling
errors.

14.6 It should be understood that the
sampling errors indicate the margins
within which to expect similar estimates
derived from a second sample of similar
design and size and investigated under
similar conditions. For this purpose, it is
appropriate to take this margin to be,

approximately three times the sampling

errors shown in the following tables. It
should be noted that in view of the fact

that there might be other sources of error
affecting the estimates and not taken
account of in the calculation of sampling

errors, the sampling errors do not, indi-
cate, margins within which the ‘true

values’, of which the statistics presented
are ‘estimates’, might lie.
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Stratum Number of villages

1. Punjab 26

2. PEPSU, Delhi, Himachal Pradesh 12

3. Rajasthan, (Sampling scheme No. 2) 19

4. Rajasthan, (Sampling scheme No. 3) 10

5. Ajmer 2

6. Uttar Pradesh (Sampling scheme Nos; 1, 2 and 4) 29

7. Uttar Pradesh (Sampling scheme No. 5) 49

8. Bihar 54

9. Orissa (Sampling scheme No. 1) 11

10. Orissa. (Sampling scheme Nos. 2 and 3) 10

11. West Bengal 30

12. Assam, Manipur, Tripura 20

13. Andaman Nicobar 2

14. Madhya Bharat, Bhopal 18

15. Vindhya Pradesh 16

16. Madhya Pradesh (Sampling scheme No. 1) 3

17. Madhya Pradesh (Sampling scheme No. 4) 24

18. Madhya Pradeth (Sampling scheme No. 5) 23

19. Hyderabad (Sampling scheme No. 1) 12

20. Hyderabad (Sampling scheme No. 3) 11

21. North Bombay 32

22. Saurashtra, Kutch 16

23. Bombay Deccan 57

24. Madras 73

25. Mysore, Travancore-Cochin, Coorg 26
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15. CONCLUDING REMARKS

15.1 The preceding chapter giving
standard errors of various items ‘esti-
mated’ by means of the NSS, indicates
the degree of accuracy attainable by
means of a sample of about 10,000 fam-
ilies, designed and executed in a manner
in which the present sample was done. It
would therefore be worthwhile examin-
ing some of the standard errors. Table 80
shows that the expenditure on real estate
improvement is estimated with a standard
error of 6.7%; three times of this error
gives a margin of about 20% within
which to expect a parallel sample to give
its estimate. In the same way we could
say that the estimate of residential hous-
ing area is within a margin of 6% error;
that of loans received, that is, of
indebtedness,withinamargin of 13% and
of the numberof bullocks within a margin
of 7.5%. These are the margins for the
all-India estimates. The margins of error
for the state estimates are three to four
times larger for the bigger states and
larger still for the smaller ones.

15.2 Table 81 shows that the all-India
estimate of the production of milk has a
margin of error of 20% and that of the
production of eggs, a margin of 50%.
Estimates of sales of milk and eggs have
errors of margin wider still, being 60%
and 100%, respectively.

15.3 Table 82 shows that ‘liquidation
of assets’ is estimated with a 25% margin
of error. Income from sale of farm, forest
and livestock products is estimated with
a 30% margin of error. Income from
wages earned within the village is esti-
mated with a 12% margin of error.
Incomes from most other items
enumerated in C-XI have error margins
anything between 50% to 100%, while
the estimate of total receipts has an error
margin of 15%. Similarly Table 83 shows
that the ‘creation of assets’ is estimated
with a 30% margin of error. Expenditure
onraw material purchases for farm, forest
and livestock production is estimated
within a 21% margin of error. Expendi-
ture on payment of wages to male, female
and child labour have error margins of
24%, 36% and 54%, respectively. Esti-
mates of expenditure on most other items
of expenditure enumerated in C-XII have
error margins of upwards 50% while the
total expenditure other than the consumer
expenditure have an error margin of 15%.
Standard errors of estimates of consumer
expenditure on different items are given
in Tables 84 and 85. Most of the estimates
will be found to have error margins of
about 25%.

15.4 This is true of all-India estimates. As
noted above, the state estimates are liable
to sampling errors several times larger. It
might be thought therefore that the utility
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of these estimates was extremely limited
for a study of any specific regions or for
inter-regional comparisons; They are
also designed to throw little light on the
activities of specific economic groups.
On the other hand, the margins of errors

of most of the estimates, even on an

all-India basis, are many times larger than

the annual changes one might expect in

them. They would, therefore, prove of

little value in assessing annual change.



JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

INDIAN JOURNAL OF AGRICULTURAL ECONOMICS
(Organ of the Indian Society of Agricultural Economics)

Vol. 76 January-March 2021 No. 1

CONTENTS

SUPPLEMENT TO THE CONFERENCE NUMBER: OCTOBER-DECEMBER 2020

Inaugural Address
Agricultural Resurgence in Post-COVID Era: The Role of Institutions, Non- G.R. Chintala

Farm Sector and Rural Infrastructure

Presidential Address
Indian Agriculture at a Critical Crossroad: Change and Transformation Needed Vasant P. Gandhi

for a Brighter Future

Conference Keynote Papers
Institutions, Supply Chains and Resource Management for Agricultural Devel- Suresh Pal

opment
Employment of the Rural Labour Force in India - The Current Trends and Rajashree Bedamatta

Future Prospects
Agricultural Trade with Special Reference to Plantation Crops and International Gopal Naik

Trade Agreements

Summaries of Group Discussion
Institutions for Agricultural Development Brajesh Jha
Agricultural Labour, Skill Development, Labour Productivity and Employment S. S. Kalamkar
Agricultural Trade with Special Reference to Plantation Crops and International P.Indira Devi and

Trade Agreements A.Prema

ARTICLE
Whether Source of Irrigation Make Difference in Technical Efficiency of Wheat Subhash Chand and

Growers in Canal Command Areas? A Stochastic Frontier Approach Prabhat Kishore

RESEARCH NOTE
Total Factor Productivity of Livestock Sector in Gujarat: Evidence of Techno- Pushpa Yadav,

logical Changes and Sustainable Growth of Livestock sector B.S. Chandel and
Punit Agarwal

BOOK REVIEW* PUBLICATIONS RECEIVED*
SUGGESTIVE OUTLINES OF SUBJECTS SELECTED FOR DISCUSSION AT THE 81ST ANNUAL
CONFERENCE OF ISAE*

Annual Subscription Rates

Individual Membership Fee : Rs. 1,000.00; £ 50.00; $ 100.00.
Life Membership Fee : Rs. 10,000;  £ 500.00; $ 1000.00.
Institutional Subscription : Rs. 3,000.00; £ 75.00; $ 350.00.

Please address correspondence to the Hon. Secretary & Treasurer, The Indian Society of Agricultural Economics, C-104, First Floor,
Sadguru Complex I, Near Vagheshwari, Gen. A.K. Vaidya Marg, Goregaon (East), Mumbai - 400 063 (India).

Telephone: 022-28493723; Fax: 091-022-28493724; e-mail: isaeindia1939@gmail.com website: www.isaeindia.org



JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

INDIAN JOURNAL OF AGRICULTURAL ECONOMICS

(Organ of the Indian Society of Agricultural Economics)

Vol. 76 April-June 2021 No. 2

CONTENTS

ARTICLES

Land Distribution Structure, Marginalisation of Holdings and Dimensions H.R. Sharma and
of Viability Crisis in Indian Agriculture: A State Level Analysis S.H. Malik

Technical Inefficiency of Maize Farming and Its Determinants in Different Pradyut Guha and
Agro-Climatic Regions of Sikkim, India Raju Mandal

Asymmetric Price Volatility of Onion in India Debopam Rakshit,
Ranjit Kumar Paul and
Sanjeev Panwar

Land Lease Market under Irrigated and Rainfed Conditions in Andhra M. Srinivasa Reddy and
Pradesh and Telangana C. Samba Murty

Potential of Apple Cultivation in Doubling Farmer’s Income through Tech- S.A. Wani, Shiv Kumar,
nological and Market Interventions: An Empirical Study in Jammu & Farheen Naqash,
Kashmir F.A. Shaheen,

Fehim J. Wani, and
Haseeb Ur Rehman

RESEARCH NOTE
Food and Nutritional Security of Farm Households in Meghalaya: A Food Baiarbor Nongbri,

Basket Approach Using Temporal and Spatial Analysis Ram Singh, S.M. Feroze,
L. Devarani and
L. Hemochandra

BOOK REVIEW* PUBLICATIONS RECEIVED*
SUGGESTIVE OUTLINES OF SUBJECTS SELECTED FOR DISCUSSION AT THE 81ST ANNUAL  CONFER-
ENCE OF THE INDIAN SOCIETY OF AGRICULTURAL ECONOMICS*

Annual Subscription Rates

Individual Membership Fee : Rs. 1,000.00; £ 50.00; $ 100.00.

Life Membership Fee : Rs. 10,000;  £ 500.00; $ 1000.00.

Institutional Subscription : Rs. 3,000.00; £ 75.00; $ 350.00.

Please address correspondence to the Hon. Secretary & Treasurer, The Indian Society of Agricultural Economics, C-104, First Floor,

Sadguru Complex I, Near Vagheshwari, Gen. A.K. Vaidya Marg, Goregaon (East), Mumbai - 400 063 (India).

Telephone: 022-28493723; Fax: 091-022-28493724; e-mail: isaeindia1939@gmail.com website: www.isaeindia.org



JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

INDIAN JOURNAL OF AGRICULTURAL ECONOMICS
(Organ of the Indian Society of Agricultural Economics)

Vol. 76 July-September 2021 No. 3

CONTENTS

COVID AND THE AGRICULTURAL AND RURAL ECONOMY

Impacts of COVID-19-Induced National Lockdown on Agriculture and Gaurav Tripathi,
Rural Livelihoods in India: A Macro Perspective Himanshu Pathak and

Anjani Kumar

Trends and Performance of India’s Agricultural Trade in the Midst of Vinod Kumar
COVID-19 Pandemic

Effectiveness of MGNREGS in COVID-19 Lockdown of 2020: A Case of Sripad Atri,
Selected Villages of Palghar District, Maharashtra* Sansiddho Maity,

Aditya Namburi,
Arun Sateesh,
Pratik Gore and
Varun Miglani

Summaries

AGRICULTURAL REFORMS AND FARMERS’ PROTESTS

Farmers’ Awareness and Perceptions of the New Farm Laws 2020 in India: Anjani, Kumar, Vinay Sonkar
Empirical Evidence from a Household Survey  and Seema Bathla

Farm-Laws 2020 in the Perspective of Agricultural Price Policy Sher Singh Sangwan

Agricultural Marketing in Telangana: Unraveling the Challenges and Possi- Gummadi Sridevi and
bilities in the Wake of Farm Bills 2020 Dontha Prashanth

Socio-Economic Conditions of Agricultural Labourers in Punjab Anurag Chaudhary and
Sukhpal Singh

Summaries

AGRICULTURE AND ALLIED SECTORS IN NUTRITIONAL SECURITY

Household Food Insecurity and the Nutritional Status of Children Aged Deepak Bhagat
6-59 Months: Insights from Rural Indigenous Garo Tribes of Megha-
laya, India

Introducing Biofortified Rice and Wheat through the Public Distribution Anjani Kumar, Smriti Verma,
System: An Empirical Analysis of Its Implications in Bihar and Odisha Sunil Saroj, and

Niraj Kumar
Determinants, Nutritional Support and Constraints of Crossbred Cattle Mrinal Kanti Dutta and

Adoption: A Case Study of Dairying in Assam Baban Bayan

Summaries



JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

ROLE OF AGRI-BUSINESS ENTREPRENEURSHIP, INNOVATION AND VALUE CHAINS/NETWORKS
IN FARMER INCOME IMPROVEMENT: MODELS, POLICIES  AND CHALLENGES

Agribusiness Opportunities of Organic Agriculture in West Bengal - An Sreemoyee Das,

Empirical Analysis Subhasis Mandal and

Suchitra Mohanty

An Empirical Assessment of Effectiveness of Agri-Business Entrepreneurs Deepak Shah and

in Enhancing Farmers Income in Maharashtra Sangeeta Shroff

Summaries

RAPPORTEURS’ REPORTS

Covid and the Agricultural and Rural Economy Surjit Vikraman

Agricultural Reforms and Farmers’ Protests Mekhala Krishnamurthy

Agriculture and Allied Sectors in Nutritional Security Niti Mehta

Role of Agri-Business Entrepreneurship, Innovation and Value Chains/Net- Sukhpal Singh

works in Farmer Income Improvement: Models, Policies and Challenges

Annual Subscription Rates

Individual Membership Fee : Rs. 1,000.00; £ 50.00; $ 100.00.

Life Membership Fee : Rs. 10,000;  £ 500.00; $ 1000.00.

Institutional Subscription : Rs. 3,000.00; £ 75.00; $ 350.00.

Please address correspondence to the Hon. Secretary & Treasurer, The Indian Society of Agricultural Economics, C-104, First Floor,

Sadguru Complex I, Near Vagheshwari, Gen. A.K. Vaidya Marg, Goregaon (East), Mumbai - 400 063 (India).

Telephone: 022-28493723; Fax: 091-022-28493724; e-mail: isaeindia1939@gmail.com website: www.isaeindia.org



INDIAN SCHOOL OF POLITICAL ECONOMY

OTHER PUBLICATIONS

Marathi Monthly:
ARTHABODH-PATRIK ,
(Subscription Rs. 100/- per year)

Books and Booklets:

1. Bh rat teel Lok-Sankhy W dhich Prashna:
Santati-Niyaman chee Jaruree Wa Ty teel Yash,
(The Problem of Population Growth in India:
The Need for Family Planning and its Success) (in Marathi)
by Kumudini Dandekar, Pp. 60, Rs. 30/-.

2. Compulsory Primary Education -
Opportunities and Challenges, Second Edition,
(in English and Marathi),
by Jayakumar Anagol, Pp. 54 and 61, Rs. 30/-.

3. Shodh Ghetay Tay Shikshan,
(To Searches is Education), (in Marathi),
by Ramesh Panse, Pp. 67, Rs. 50/-.

4. Kart -Karvit , Adhunik Mendu-Sanshodhan va Aple Jeevan,
by Ramesh Panse, Rajyashree Kshirsagar, Anita Belhekar-Deshmukh,
Pp. 242, Rs. 350/-.

5. Governance, Supervision and Market Discipline: Lessons from Enron
by Jayanth R. Varma, Pp. 87, Rs. 100/-.
Reprint from (Journal of Indian School of Political Economy,
Vol. XIV, No. 4, October-December 2002)

6. Poverty in India, (Reprint 2008), by V.M. Dandekar and N. Rath,
Reprinted by Books for Change Bangalore, Pp. vi+140, Price Rs 200/-

A

a a a a a
a a

a a



Annual Subscription Rates

Journal of Indian School of Political Economy, Pune

New annual subscription rates effective beginning with issues of Volume XXVII (2015) of the Journal
are:

Print Online Access Print Subscription for
Subscription for One Year’s One Year’s Issues + On

Duration Line Access to Archives
for One Year’s

Duration

One Year’s Archieves Permitting Discount
Issues (including at 12.5%

Current
Issues)

For Individuals and Colleges 500 1500 1750
Institutions and Universities 1000 5000 5250
Other Countries Individuals$ 50 100 130
Other Countries Institutions$ 100 200 260

PrintSubscrption rates for the Block Periodof Threeyears can beavailed of at a substantial concession
of 20%, as shown below. If you have already remitted the subscription for long term, it will be revised
as below only after completion of your present term of subscription.

Subscription Category Three Years’ Subscription

Universities & Institutes Rs. 2400/-

Individuals & Colleges Rs. 1200/-

Payments should be made by Demand Draft or cheques, payable to Indian School of Political
Economy, Pune, payable at par in Pune.
Individual Articles (Print or On-line) will be charged Rs. 1 per page. Kindly send your requirement
by e-mail.

Please mail your orders/enquiries to:

The Administrative Officer,
Indian School of Political Economy,

‘Arthabodh’, 968/21-22, Senapati Bapat Road,
Pune 411 016 (India). Phones: (020) 25657132, 25657210.

e-mail: ispe@vsnl.net; Website: ispepune.org.in

QUESTIONS AND COMMENTS INVITED FROM READERS

University and college teachers and students of Economics, Political Science and Sociol-
ogy/Social Anthropology are invited to send to us questions of wider interest on the subjects
of their study. We shall endeavour to publish in subsequent issues of the journal answers
to selected questions received by us. This will form a separate section of the journal. The
authors of the selected questions shall receive complimentary copies of one year’s issues
of the journal, as a token of our appreciation.



INSTRUCTIONS FOR AUTHORS

Please follow the instructions meticulously. It
will greatly expedite the editorial process.

SUBMISSION

All manuscripts should have been proof-read
before submission. Send (1+2 copies), preferably
one ribbon copy and two xeroxes, to the Editor.
Mimeographed copies are acceptable if clearly
legible. With the manuscript, include a cover
letter identifying the author with his present or
past position, address and telephone number.
Mention any special circumstance concerning
the paper, such as its earlier presentation at a
meeting or a conference. We will assume that
papers submitted to this Journal are not under
consideration elsewhere.

FORMAT

All text, including block quotations, footnotes,
and table headings, should be double-spaced and
typed on one side. Use medium-weight, opaque,
bond paper. All pages should be of the same size,
preferably 8-1/2" x 11", and unbound. Leave a
minimum left-hand margin of one and a half
inches, and a minimum right-hand margin of one
inch. Number all pages, including footnotes
and/or references, consecutively.

SUMMARY

In every paper, there should be a summary
strictly not exceeding 100 words.

TEXTUAL DIVISIONS

If a paper is divided into major sections, the
introductory section needs no heading. Subse-
quent sections should be given titles typed in
capital letters and placed at the centre of the page.
Do not use roman numerals. If there are sub-
sections, the sub-titles should be underlined and
placed justified with the left margin.

QUOTATIONS

All quotations should be checked carefully for
accuracy, and should be unaltered except for

ellipses and bracketed insertions. Block quota-
tions should be double-spaced and set off from
the text by indentation.

FOOTNOTES AND REFERENCES

All footnotes and references should be at the
end, first footnotes, then references. In the text,
footnotes should be numbered consecutively by
superscripts following the punctuation. Refer-
ence citations in the text should be enclosed in
square brackets, as follows: [Author, 1965, p. 9].
References listed at the end should be arranged
alphabetically by author and should include the
following information: for articles - author, year
of publication, title, nameof journal (underlined),
volumeand issuenumber; and forbooks - author,
year of publication, title (underlined), publisher
and place of publication, in the following format.
We convert underlining into italics.

Maital, S., 1973; ‘Public Goods and Income
Distribution’, Econometrica, Vol. XLI, May,
1973.

Chakravarty, S. 1987; Development Planning:
The Indian Experience, Clarendon Press, Oxford.

If a Reference is cited in a Note, the Note may
use the shortened reference form:

4. For a critique of recent industrial policy
proposals, see Marshall [Marshall, 1983, Pp.
281-98].

The full name of any organization or govern-
mentagency should be spelt out first if subsequent
reference is to be by acronym.

MATHEMATICAL AND TABULAR MATERIAL

All tables, graphs, figures, and illustrations
should be numbered and amply spaced on sepa-
rate sheets of paper indicating in a marginal note
in the text where such material is to be
incorporated. Mathematical equations should be
typed on separate lines and numbered consecu-
tively at left margin, using Arabic numerals in
parentheses. Use Greek letters only when
essential. The word per cent, not the symbol %,
should be used in the text and the tables.

COMPUTER CD/E-MAIL

If the manuscript is on a computer, send a
copy of it on a CD/E-mail covering text, tables,
graphs, etc., with details of the software used.



FORM IV

(See rule 8)

Statement about ownership and other particulars about newspaper (Journal of Indian School of
Political Economy) to be published in the first issue every year after the last day of February.

1. Name of the Newspaper: Journal of Indian School of Political Economy

2. Place of Publication: ‘Arthabodh’
968/21-22, Senapati Bapat Road,
Pune 411 016

3. Periodicity of its publication: Quarterly

4. Printer’s Name S. Sriraman
Nationality: Indian
Address: ‘Arthabodh’,

968/21-22, Senapati Bapat Road,
Pune 411 016

5. Publisher’s Name S. Sriraman
Nationality: Indian
Address: ‘Arthabodh’,

968/21-22, Senapati Bapat Road,
Pune 411 016

6. Editor’s Name S. Sriraman
Nationality: Indian
Address: ‘Arthabodh’,

968/21-22, Senapati Bapat Road,
Pune 411 016

7. Names and addresses of individuals who own Indian School of Political Economy,
the newspaper and partners or shareholders ‘Arthabodh’,
holding more than one per cent of the total 968/21-22, Senapati Bapat Road,
capital: Pune 411 016

I, S. Sriraman, hereby declare that the particulars given above are true to the best of my knowledge
and belief.

Date: June 5, 2022 S. Sriraman
Signature of Publisher



ISSN 0971-0396

Printed and published by S. Sriraman on behalf of the Indian School of Political Economy. Printed
at COMP-PRINT KALPANA PVT. LTD., 461/4, Tilak Road, Lane Opp. New English School,
Pune 411 030 and published at ‘Arthabodh’, 968/21-22, Senapati Bapat Road, Pune 411 016.
Editor - S. Sriraman.

R.N. 49745/89


	1 CONTENTS
	1 SUBSCRIP
	1 INSTN
	1 EDITOR
	Blank Page

	2 DHOLAKIA
	Blank Page

	3 JHA
	4 APK
	5 RAMNATH
	6 SHEETAL
	7 RAJAS
	Blank Page

	8 VIDYUT
	9 VMDBIOD
	Blank Page

	10 DOCUCOV
	Blank Page

	11 VMD1
	Blank Page

	12 VMD2
	13 VMDSAL1
	Blank Page

	14 VMD4
	Blank Page

	15 VMD5
	16 PSCHDUL
	17 PSCHDUL1
	18 PSCHDUL2
	19 IJAD1
	20 AD1



