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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 Agricul-
tural District Programme, 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 on
Agriculture in 1976 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.

The purpose of this paper is to trace the devel-
opment. of agricultural administration 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 iscome 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 Department of Revenue, Agriculture
and Commerce was carved out of the Home
Department. Naturally, it was conceived as a
department of an imperial government and among
its primary functions, the first to mention were
"those discharged by the Departments of Agri-
culture in America, in France and, generally
speaking in all European countries having, like
India, acentralized form of Government"[Hunter,
1875, Pp. 333-334]. As its name suggests, it was
assigned numerous miscellaneous duties and

There is need to rethink.

functions. Burdened with the varied 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 Depart-
ments under a Director in each Province with the
following duties: (a) Agricultural Enquiry - the
collection of agricultural informatiori 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 sep-
arating the Revenue and Agricultural 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 agricultural infor-
mation, and the Government 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 recurrent periods of
famine and scarcity and the Government insisted
that thorough adaptation of the existing revenue
systems to agricultural facts and conditions
should take precedence over agricultural experi-
ments, Nevertheless, the Secretary of State was
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should take precedence over agricultural experi-
ments. Nevertheless, the Secretary of State was
asked repeatedly 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 Agriculture’. In November 1889, Dr.
Voelcker, Consulting Chemist to the Royal
Agricultural Society of England, was appointed
1o enquire into and advise upon (i) improvement
of Indian Agriculture by scientific means, and (ii)
improvement of Indian Agriculture generally.
Thus, the importance of science and technology

for the development of Indian agriculture was -

recognized as early as a hundred years ago.

Dr. Voelcker submitted his report in 1893. He
did not think that Indian Agriculture 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 not because of
inherently bad systems of cultivation, but want of
facilities which existed in the better districts.
Hence, improvement was possible if the differ-
ences of agricultural conditions and practice
existing in different 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, recommended appointment
of an Agricultural Chemist as the Adviser to
Government, and selection of Agricultural
Directors 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 Agri-
cultural Chemist, pointed out that before any real
improvements could be effected in agriculture,
the institution of organized enquiry into existing
methods was absolutely necessary. A Conference
was called in October 1893 of representatives of
Local Governments and Administrations to
consider measures needed for adopting Dr.
Voelcker’s Report. The Conference recom-
mended, inter alia, that the claims of men trained
in scientific agriculture to appointments in the
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Revenue 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 arrange for local
conferences to discuss how far the recom-
mendations 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 purposes and a course of study
leading to an agricultural diploma or degree.
Regarding general education, it was suggested
that ‘elementary science’ should notappear in the
curriculum as aseparate subject, butthat 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 themselves connected with
agriculture. Further, instruction in village maps
and land records should be included in the cur-
riculum 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 as
illustrationsof school books, of local customsand
practices, all were insurmountable obstacles to
uniformity. But, these variations need not stand
in the way of a general uniformity of plan and
system,

On the higher agricultural education, the Res-
olutien laid down that (i) agricultural 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 administra-
tion; 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, eic.
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The first Agricultural Chemist was appointed in
1892 for a period of five years. On the expiry of
that period, the Government of India recom-
mended 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 administration in India. The Com-
mission said : "We are, indeed, far from thinking
that the Indian cultivator is ignorant of
agriculture; in the mere practice of cultivation,
Agricultural Departments have probably muchto
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 Departments will
find their richest fields of labour.---The steady
application to agricultural problems of expert
research is the crying necessity of the time”
[Famine Commission, 1901, Pp. 112-113]. The
recommendations of the Commission, specdily
translated into action by Lord Curzon’s Govemn-
ment, led to the great expansion of the Imperial
and Provincial departments of agriculture which
dates from 1905.

In June 1903, the Government of India sub-
mitted to the Secretary of State a scheme for the
establishmentof an agricultural research institute,
an experimental farm and an agricultural college
at Pusa in the Darbhanga district of Bihar, where
alarge Governmentestate had been placed at their
disposal by the Government of West Bengal for
the 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,
subsequently called the Imperial Agricultural
College, and acattle farm were established on the
Pusa estate. The scattered scientists of the
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Imperial Agricultural Department, the Agricul-
tural Chemist, the Mycologist and the Entomol-
ogist were brought together at Pusa and to them
in 1904 were added a Dircctor of the Institute and,
in 1905, an agri-horticulturist (subsequently
designated Imperial Agriculturist), a biological
botanist (subsequently designated Imperial Eco-
nomic Botanist), an agricultural bacteriologist
and a supernumerary 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
wascombined with that of the Director of the Pusa
Research Institute. Incidentally, long ago in 1889,
the Govemnment had established a laboratory,
named the Imperial Veterinary Research Insti-
tute, 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 governments. On its farm would be
initiated lines of enquiry, the soundness of which
would be examined before they were recom-
mended for trial under local conditions 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, discontinued. Finally, the farm was to be
utilised for the practical training of students at the
Imperial Agricultural College and provide
experimental field areas for the scientific experts.
The college itself would serve as a model for
agricultural colleges in other provinces and to
provide for a more complete and efficient agri-
cultural education than was then possible in any
of the existing institutions.

Lord Curzon’s Government fully realised that
acentral institation under the direct control of the
Government of India could only be the apex of
their scheme and that such an institution would
be valueless unless there were, at the same time,
areal developmentof agriculture in the provinces.
In 1905, therefore, the Government of India
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-announced their intention to promote the estab-
lishment 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 link between the colleges and the districts
was to be provided by an experimental farm to be
established in each large tract in which the agri-
cultural conditions' were approximately homo-
geneous and by numerous small demonstration
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
appointmentof a full-time Director of Agriculture
in all the major provinces. In 1906, the various
expert appointments in the Imperial and Provin-
cial agricultural departments which were con-
templated 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 Govern-
ment of India Act, the administration of all the
departments which were closely connected with
rural welfare, agriculture, veterinary, coopera-
tion, local self-government, medical, public
* health and sanitation, and education, except
irrigation and forests elsewhere than in Bombay
and Burma, were transferred to the provinces.
Following the reportof the Royal Commission on
Superior Civil Services in India in 1924, it was
decided that, for the purpose of local govern-
ments, no further recruitment 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 governments.
Recruitment to the Indian Agricultural 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 staple cotton in India. As a
result of its report, the Indian Central Cotton
Committee wasconstitutedin 1921 and was given
definite legal status by the provisions of the Indian
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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 and climate appear
to have been overlooked. Besides, the.rapid
development of the research work done by the
provincial departments had rendered it less and
less necessary for them 1o look to it for assistance
in work which could be carried out far more
satisfactorily in their own local conditions. As
regards its educational activities, owing to the
establishment of fully equipped agricultural col-
leges in the provineces, Pusa never served the
original purpose. Until the end of 1923, its
teaching activities were confined to short courses
in special subjects.

The Pusa Institute was practically destroyed by
the great Bihar carthquake 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,

Royal Commission on Agriculture, 1928

In April 1926, the Royal Commission on
Agriculture (RCA), with Lord Linlithgow as
Chairman, was appointed to examine and report
on the conditions of agricultural and rural econ-
omy in British India, and to make recommenda-
tions for the improvement of agriculture and to
promote the welfare and prosperity of the rural
population. The Commission submitted its report
in April 1928.

The Commission emphasised the importance of
agricultural research inagricultural development.
The basis of all agricultural progress, it said, was
experiment. "However efficient the organisation
which is built up for demonstration and propa-
ganda, unless that organisation is based on the
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solid foundations provided by research, it is
merely a2 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 indispensable part,
which a central organisation ha(d) to play in the
fields of agricultural research, and of rural
development generally” had to "be fully recog-
nised” [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
agricultural research throughout India. The
Commission recommended that, with the estab-
lishmentof 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 committee 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 fundsrequired 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 recommendations regarding primary
education, higher agricultural education, and
agricultural improvement.

According to the RCA, the only hope of con-
vincing the cultivating classes of the advantages

of agricultural improvement lay in visual -

demonstration. Demonstration 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 demonstra-
tion, was desirable but the staff and funds avail-
able could be much more usefully employed in
demonstration on the cultivator's own fields.
Experimental farms were unsuitable for demon-
stration work. Departmental seed farms could
however be wused with advantage for
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demonstration work. Short courses in particular
subjects should form an important part of the work
of demonstration 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 imple-
ments should be given.

Imperial Council of Agricultural Research,
June 1928

In 1928, a conference of Provincial Ministers
of Agriculture and other provincial representa-
tives 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 Memoran-
dum of Association and Rules and Regulations.
In 1930, the Secretariat of the Council was, for
reasons of administrative convenience, declared
a Department of the Government of India with the
Honourable Member in charge of Agriculture in
the Governor-General's Council as the Member
in-charge. '

The Government of India gave effect to several
other recommendations of the RCA. Separate
Directors were appointed for the Imperial Insti-
tute 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 func-
tions previously performed by the Agricultural
Adviser were transferred to the whole-time
members of the Imperial Council of Agricultural
Research. The post of Agricultural Adviserto the
Govemnment of India was abolished in October
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 eminently
imperial style in which agricultural administra-
tion including organisation of research, educa-
tion, 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 proved of little avail. Subsequent events,
particularly the World War and the consequent
acute food shortage, strengthened the centralising
tendencies inherent inan imperial administration.

With the entry of Japan in the War in December
1941, it became clear that India would be tem-
porarily 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 maintian central reserves,
and to contro! and regulate prices. In April 1942,
the Government called a conference of repre-
sentatives of Provinces and the Indian States. It
made recommendations for increasing food
production within the country. These formed the
basis of what came tobe known as the Grow More
Food Campaign (GMF). It was about the first
all-India agricultural development programme
initiated and directed from the Centre and it seta
pattern for agricultural development programmes
as centrally directed ‘campaigns’.

In February 1944, the Advisory Board of the
Imperial Council of Agricultural Research sub-
mitted 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
whichalone were in aposition to frame their plans
to suit their own conditions and with which their
ultimate execution would rest. Large expansion
wasneededontheresearchside, both atthe 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 overlapping and
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achieve maximum result in the shortest time. The
Centre could not remain entirely aloof from the
extension of the results of research into farm
practice throughout the country, even though the
practical extension of those results must primarily
be the function of Provincial or State Departments
of Agriculture. 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
husbandry 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 institutions.
Many of the activities of the Federal Department
would be exercised through the Imperial Council
of Agricultural Research which would become a
Federal Agricultural Council dealing with both
research and development.

The existing Imperial Agricultural Research
Institute and the Imperial Veterinary Research
Institute would be expanded into Federal Insti-
tutes for Agriculture and Animal Husbandry,

respectively. Side by side would be set up achain

of Commodity Research Stations and Sub-
stations, each dealing with problems connected
with its own commodity or group of commodities.
Each would be administered and controlled by an
Indian Central Commodity Committee for the
particular commodity.

The proposals in the Memorandum were gen-
erally 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 Government
ofIndiaannounced 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 Provinces
for their attainment. In September 1945, the
Governmentof India set up aseparate Department
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of Agiiculture in the Ministry of Agriculture. A
panel of special officers were appointed as
Adpvisers in different disciplines of agricultural
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
agricultural produce and of nutrition; (b) payment
of grants to Provinces for schemes of agricultural
development; (¢) to provide facilities for training,
to conduct research, and io make available expert
advice to Provinces and to set up special organi-
sations 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 horticulture
(including agricultural education, statistics and
research); animal husbandry including veterinary
training and research; protection of wild birds and
animals; forests and fisheries; cooperative soci-
eties; general questions relating to land; proce-
dure in rent and revenue courts; recovery of
claims and acquisition of land; etc.

Such was the agricultural administration which
the British administration created and left behind
at the time India became independent. There was
the Ministry of Agriculture with a Department of
Food and a Department of Agriculture with very
wide ranging scope and functions. It was
admitted, in so many words, that the Provinces
and States alone were in a position to make plans
for agricultural development in the light of their
resources. But, at the same time, it was empha-
sised that it was necessary for the Central Gov-
ernment to take the initiative in coordinating the
proposals and bringing them into a framework of
an overall plan foragriculture. This hasremained
the refrain justifying the central control of agri-
cultural development in the country.

In the field of agricultral research and educa—
tion, the British administration had created three
imperial institutions : the Imperal Council of
Agricultural Research, the Imperial Institute of
Agricultural Research, and the Impertal Institute
of Veterinary Research. Of these, the Imperial
Institute of Veterinary Research did not achieve
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the imperial status which the Imperial Institute of
Agricultural Research did because development
of animal husbandry remained relatively unat-
tended as it continues to-date. The Imperial
Council of Agricultural Research was, of course,
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 aegisof the ICAR, the work of research
and extension in the sphere of agriculture was
shared by three differentagencies, First, there was
the Indian Council of Agricultural Research
proper which by grants for research, initiated and
sponsored projects all over the country; second,
there were the Central Commodity Committees
with their own research stations and performing
similar functions in respect of their respective
commodities; third, there were the all-India
Central Rescarch Institutes which carried on
research within their respective fields through
their respective divisions. The unwicldy and
unplanned expansion had made both coordination
and direction difficult. The funds available for
research in the country were divided into ear-
marked compartments, each for a specific pur-
pose.

On his appointment as Minister for Food and
Agriculture, and as ex- officio Chairman of the
Indian Council of Agricultural Research, Shri
K.M. Munshi felt that with the achievement of
Independence, the Council required reorientation
inits outlook from colonial to national. To justify
itsexistence, the ICAR should not merely content
itself with the coordination of effort in the field
of research by the various State Governments,
etc.; its object should be to help achieve the
fulfilment of the Intensive Cultivation Pro-
gramme of the Government of India; its activities
should extend to the field of agriculture, animal
husbandry, forestry, fisheries and allied subjects



8 JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

in all the three different stages, viz., (a) funda-
mental research, (b) technological investigation,
and (c) introduction 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 ora private body.
In order that the Council might function effec-
tively, its Governing Body, which on account of
the number of States in the Union had become
very bulky, should have a Standing Committee
with a Board of Research and a Board of Exten-
sion to advise in their respective spheres.

Accordingly, in November 1950, the constitu-
tion 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 addi-
tional representation for forestry and fisheriesand
for specialised organisations such as the Indian
Central Commodity Committees, the Central
Board of Forestry, etc.

Between 1947 and 1950, the Government 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 campaign and to
make suggestions. In the light of his suggestions,
the Government of India appointed a Commis-
sioner 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 policies 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 getting these raw
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materials from Pakistan. A policy of simulta-
neously increasing production of cotton and jute
along with foodgrains was announced in June
1950.

Before Independence and until January 31,
1951, the Department of Agriculture 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 relations. 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) Agri-
culture 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 wasreviewed in the
Ministry of Food and Agriculture. At the same
time, India’s First Five Year Plan was being
formulated in which food production was a major
issue. In consequence, important changes were
made in the GMF campaign. Concentration of the
GMF in suitable areas was discussed with the
States in connection with the programmes for
1951-52. The advantages of intensive blocks were
supposed to be : (i) administration of measures
including supply and services could be more
efficient; (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 Governments were gradually
realising the need for concentrating efforts in
intensive areas.

GrowMore Food Enquiry Commitiee, June 1952

In Fébruary 1952, the Government of India set
up a Commitiee of Enquiry to examine the
working of the GMF. The Commitiee pointed out
that, though the GMF operations covered only a
small proportion of the total cultivated area, only
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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
possibilities 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 tocover
a wider plan for development of village life in all
its aspects - finding a solution to the human
problem; (it) the administrative machinery 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
Officer who would be the revenue divisional
officer, relieved of his other duties by a special
assistant appointed for the purpose. The Exten-
sion Officer should be assisted by four technical
officers, for agriculture, animal husbandry,
cooperation, 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
activitics and who would convey to the farmer the
lessons of research, and to the experts the diffi-
culties of the farmer, and arrange the supplics and
services needed by the farmer, including first aid
in animal and plant diseases. The village level
worker should be indaily contact with the farmers
and their problems, advising them on improve-
ments, arranging supplies of seecds, fertilisers,
etc., and assisting them in every way.

The Extension Organisation was expected to
secure local cooperation, to stimulate local ini-
tiative, to promote community activities, and to
see that the vast unutilized energy in villages was
harnessed to work for the benefitof a part 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
arangements should be made for getting the
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required number of trained personnel particularly
at the level of village workers. The Commitice
recommended the organisation of cooperative
societies and, through them, granting of loans,
short, medium and long term, and a special
programme of minor irrigation works, land
improvement, and supply schemes. The Com-
mittee recommended that initially the GMF
should be concentrated as far as possible in the
55 Community Projects set up under the Indo-
U.S. Technical Assistance Programme. Prefer-
ence 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 Government of India should be con-
fined to: (a) formulation of overall policies and
coordination of programmes of village
development including targets of additional
production; (b) giving of financial and technical
assistance; (¢) making arrangements for supplies
and movement of essential materials; and (d)
assessment of resultsof the programme. A special
Division in the Central Ministry of Food and
Agriculture should deal with these functions with
regard to the entire programme. One wonders
what the Committee thought they were confining
the role of the Government of India to. Formu-
lation 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 agricultural 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, should be sent to this body
for scrutiny and approval. Thus, in the name of
coordination, all direction and control of agri-
cultural research in the country was vested in the
hands of the ICAR. All this was done with the full
knowledge that the ICAR wasnot discharging its
responsibility satisfactorily. In fact, it was noted
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that, the scrutiny of all research programmes
received was done by the the Scientific Com-
mittees of the ICAR which met only for a few
days just.before the annual meeting of the
Advisory Board and the Governing Body and this
did not permit a detailed and proper examination
of: the research proposals. But the Planning
Commission would not see that this was inevi-
table 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 fre-

quently, 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].

The decision under the First Five Year 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 basic agricultural schools
and,;wings were set up. In 1955-56, seven group
level workers’ training centres were established
and these turned out 1,843 supervisory 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 graduates, a large propor-
tion. 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
esiablished-one each in Rajasthan, Bihar and
Travancore-Cochin; and the Punjab Agricultural
Collegeat Ludhiana wasrehabilitated. Asaresult,
the annual admissions of agricultural graduates
increased -from - 1,292 in 1953-54 to 1,894 in
1955+56.. Further, the Government developed
infer-institutional arrangements with five United
States:Universities on aregional basis. Under this
arrangement, the country was divided into five
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regions and each contracting institution in the
USA was tocooperate 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 Programme was approved
providing assistance to agricultural research,
education, and extension organisations in India.
Consequently, a Joint Team consisting of five
Indian representatives and three American spe-
cialistsin agricultural research and education was
set up to make a comparative study of the
organisation, 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
recommendations. They were accepted in prin-
ciple 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 Commission set
up a Committee on Agricultural Personnel to
assess requirements for trained personnel during
the Second and Third Five Year Plans. The
Committee submitted its report in March 1958.
The Commitee 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 agricultural colleges of 6,000
students annually compared to 2,600 in 1957-58.
The Committee suggested that thisshould 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,
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and that the new Agricultural University pro-
posed to be established at Rudrapur (Uttar Pra-
desh) 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
agricultural colleges, certain principles enunci-
ated by the Indo-American Team on Agricultural
Research and Education, with the object of
developing research, education and extension as
an integrated programme, should be borne in
mind.

The Committec made similar estimates for
animal husbandry, dairying, fisheries, forestry,
soil conservation, agricultural marketing, coop-
eration, 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 agricul-
tural graduate.

Agricultural Administration Committee, Octo-
ber 1958

The Conference of State Ministers of Agricul-
ture, held in Srinagar in October 1957, noted that
serious delays in the execution of several
agricultural production schemes in the States
were due to administrative complexities and
over-centralisation of powers, both administra-
tive and financial. Consequently, in February
1958, the Government of India set up a
Committee to (i) suggest simplification of
administrative and financial procedures in order
to expedite the implementation of agricultural
production schemes; and (ii) suggest a model
agricultural organization in the States, along with
suggestions for delegation of suitable powers at
various levels in the States, so that agricultural
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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 administration that the recom-
mendations 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, pro-
duced subsequently, and the recommendations
made therein met a similar fate. The Commitice”
was "strongly of the opinion that a streamlined
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. Adminis-
trative lapses have universally contributed
towards shortfalls in implementation of
Agricultural schemes and thereby directly caused
shortfallsinproduction. The picture" was "indeed
bleak enough to justify that drastic measures be
taken, not merely to retrieve the situationbuteven
more, to make up for time already lost. A change
of heart, and of purpose and of leadership in the
field of agriculiure” was "of national importance.
A bold attitude to see ‘new wine in new bottles’
ha(d) to be developed towards reforming Agri-
cultural Administration inIndia" {Department of
Agriculture, 1958, p. 4].

The Committee recommended the establish-
ment 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 various dis-
ciplines could be located at these regional sta-
tions. The Commitiee 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 Depart-
ments of Agriculture, Central Cornmodity Com-
mittees and other Central Institutions; training of
officers at different levels and assessment of their
work; co- ordination of activities; evaluation and
assessment of development work, programme
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planning; etc. The Third Plan recommended that
the States’ agricultural administration should be
strengthened along these lines.

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

In September 1959, the Government of India
appointed a Second Joint Indo- American Team
to cvaluate the progress of work pertaining to
Agricultural Education, Research, and Extension
during the past five years, review the arrange-
ments concluded in 1955 with the five Land-
Grant Universities of the US A under the Indo-US
Technical Cooperation Programme, and make
recommendations with regard to Agricultural
Education, Research, and Extension with special
reference to the Third Five Year Plan. The Study
Team submiitted its Report in July 1960.

The Study Team recommended that the
arrangements with the five Land-Grant Univer-
sities 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 Institute.
Assistance to establish an agricultural university
should not be granted unless there was adherence
to basic principles such as (a) autonomous status,
(b) location of Agricultural, Veterinary/Animal
Husbandry, Home Science, Technological, and
Science Colleges on the same campus, (¢) inte-
gration of teaching by offering courses in any of
these colleges to provide a composite course and
(d) integration of education, research, and
extension. The technical staff of the Indian
Council of Agricultural Research should be
strengthened and an agricultural education pat-
tern 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 Com-
mittees, including the Central Sugarcane Com-
mittee, should be brought under the full technical
and administrative control of the ICAR. To ensyre
the Sistes™ capability to assume responsibitity for
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research, the Government 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 recom-
mended 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
agricultural 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 organisation of
agriculture and community development from the
Central Governmentdown to the village level and
suggested a pattern of organizational set up for
the purpose. The Team recommended that
Extension Workers including Village Level
Workers, Gram Sevikas, and Block Staff per-
sonnel should be trained at agricultural and home
science colleges.

Ford Foundation Agricultural Production
Teams, 1959

Even before the Second Joint Indo-American
Study Team had submitted its report, an Agri-
cultural 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 mea-
sures 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 pro-
gramme requiring primarily manual labour, such
as contour bunding, land levelling, surface
drainage, irrigation wellsand tanks; (iv) Selection
of cerain crops and certain areas for more
intensive effofts. '
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The last mentioned was the most important
recommendation of the Agricultural Production
Team. It meant that instead of spreading the
development efforts more or less uniformly
throughout the country, manpower and other
resources should be concentratedin selected areas
which had optimum conditions for stepping up
production. Sufficient fertilizers, improved
seeds, pesticides, proper soil and water manage-
ment practices, all of these while important in
themselves, could be fully effective only if
adopted in combination with each other.

This recommendation was considered 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 recommendation, a second Team of agricul-
tural experts, sponsored by the Ford Foundation,
visited the country in October 1959, made a rapid
survey of a few selected areas in various States
and, inconsultation with the experts of the Central
and State Governments, developed a programme
for an intensive and coordinated approach to
agricultural production. The essence of the pro-
gramme was provision of adequate incentives and
aids to cultivators to increase production through
the intensive application of all resources in the
selected districts. It was called the the Intensive
Agricultural District Programme (IADP) also
popularly 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 Pant-
nagar (Rudrapur) in Uttar Pradesh. More pro-
posalsforsetting up agricultural universities were
under examination. Research organisations 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
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regional basis in addition to work undertaken in
the States. The Plan provided for intensive study
of irrigation practices in river valley projects and
for working out the water requirements of crops,
new crop rotations, and problems connected with
the use of fertilizers inirrigated areas. Among the
new centres of research to be established were an
institute for soil science and pedology, a forage
and grass lands research institute, and a virus
research institute.

Intensive Agricultural Development Pro-
gramme

A focal programme in the Third Five Year Plan
(1961-66) was the Intensive Agricultural Devel-
opment Programme (IADP) recommended by the
Second Ford Foundation Team (1959) mentioned
earlier. It was introduced on a pilot basis in
1960-61 for afive year period in the firstinstance
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, Shahabad, Raipur, Aligarh,
Ludhiana and Pali. Those in the second group
were Alleppey, Palghat, Mandya, Surat, Sam-
balpur, Burdwan, Bhandara and Cachar. Later,
the programme was also started in six blocks in
Jammu and Kashmir. In June 1961, an Expert
Committee for the Assessment and Evaluation of
the programme was setup 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 theprogramme. The Committee submitted 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
Modernization Programme geared to the potential
of the farmers in all districts. The Committee was
convinced that to modernize agriculture in India,
the power to direct agricultural programme must
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rest upon a district organisation. Considering the
high degree of technical knowledge needed for
handling the complex problems of modem agri-
culture, 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
agricultural universities and the State Depart-
ments of Agriculture.

Report of the High Yielding Varieties Pro-
gramme, Kharif 1966-67, June 1967

The high yielding varieties (HY V) programme
was launched in the country in the Kharif season
of 1966-67. In January 1967, a field 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 fac-
tors having abearing on such response; (ii) Extent
of the resulting demand for credit and inputs and
how such demand was met; (iii) Role of institu-
tional agencies, such as the cooperatives and
Government, in providing the required services;
and (iv) Extent of coordination among different
participating agencies. The Study revealed that it
was not sufficient to convince the cultivators
aboutthe high yields of new varieties which could
compensate the additional costs involved; with
small holdings, the cultivators’ prejudice against
the high yielding varieties for home consumption
mightinfluence their response to the Programme.
There were other problems too suchas harvesting
and threshing the HY'V crop right in the middle
of the monsoon, low straw yield of the crop, and
marketability of the produce.

Study Team on Agricultural Administration,
September 1967

The Study Team on Agricultural Administra-
tion 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,
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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 imple-
menting realistic plans. It said that the Union-
State relationship in agricultural development
was not conducive for the maximum utilisation
of the potential for increasing agricultural pro-
duction.

The Team recommended that the Department
of Agriculture should be reorganised on func-
tional 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 obligations, national policies and prob-
lems, and inter-State coordination. It gave a
break- up of staff requirements at the Block,
District,and State levels. Then, characteristically,
it recommended the setting up of a Ministry of
Agricultural Development at the Centre consist-
ing of the divisions of (i) Agricultural Policy, (ii)
Agricultural Planning, (iii) Agricultural Finance,
(iv) Agricultural Production, (v) Agricultural
Marketing, (vi) Agricultural Industries, (vii)
Agriculural Intelligence, (viii) International
Collaboration, (ix) National Commissions, and
(x) Administration. Departments of Agricultural
Developmentonsimilar lines were recommended
for the States. Here, the Departments of Agri-
culture, Horticulture, Animal Husbandry and
Veterinary Services, Fisheries, and Marketing
should be integrated. There should bea single line
of command from the State level to the village
level. Policies in regard to staffing of posts in
agricultural administration should be immedi-
ately changed so that technical experts could
occupy key posts and look forward to their
professional advancement and carcer prospects.

The Administrative Reforms Commission
(ARC) examined the recommendations of the
Study Team on Agricultural Administration.
Accordingto the ARC, the Centre cannot give up
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its basic responsibilities in maiters like formula-
tion of overall national policy and programmes,
and mobilising the support of States for their
implementation; and that the relations with States
call for their handling at the highest administra-
tive 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
1965-66 and 1966-67, was due to certain other
deficiences and failures too. There were defi-
ciencies in the distribution of improved seeds,
fertilisers, improved implements, pesticides, and
other agricultural 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 irri-
gation, storage, and other agricuitural construc-
tion programmes. Lift irrigation programmes

_were hampered by shortage of power supply
maitily due to lack of power transmission lines.
Scarcity was also experienced in the supply of
heavy tractors, spare parts, bull dozers, power
sprayers, drilling rigs, dairy and poultry equip-
ment, cold storage and refrigeration equipment,
etc. To a large extent, this was due to shortage of
foreign exchange. There were also inadequacies
in administrative coordination, price and mar-
keting 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 foragricultural
development, The first stage of the new strategy
was the Imtensive Agricultural District Pro-
gramme, It was started in 1960-61 in three dis-
tricts and was subsequently extended by stages to
another thirteen. While the performance varied,
it clearly demonstratcd both the value of the
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"package” approach and the advaniages of con-
centrating effort in specific areas. After the
mid-term appraisal of the Third Five Year Plan in
1964-65, amodified version of the same approach
was extended to several other parts of the country
in the form of the Intensive Agricultural Area
Programmie. The main concern of the Programme
was with specific crops and the extension staff
employed was on areduced 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 Agricultural
District and Intensive Agricultural Area Pro-
grammes were concerned with the promotion of
intensive agriculture, they operated within the
limitations set by existing crop varicties 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 introduced in
1965. The propagation of various high-yielding
varieties over fairly large arcas 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 Devel-
opment was annownced 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 desig-
nation of Director-General, and bringing under
the reorganized Council all the research
institutions under the control of the Departments
of Food and Agriculture, including those under
the Central Commodity Committees. The basic
intention behind these decisions was 1o make the
Council atruly functional, technically competent,
and fully autonomous organization for promot-
ing, guiding, co-ordinating, and directing agri-
cultural and animal husbandry research and
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education thronghout the country. Subsequently,
nine Central Commodity Committees dealing
with cotton, oilseeds, lac, coconut, sugarcane,
jute, tobacco, arecanut, and spices and cashewnut
were abolished; all research work handled by
these Committees, including the administrative
control of their research stations and institutes,
was tranferred to the Council; and all the devel-
opment and marketing programmes and schemes
being handled by the Commodity Commitices
were faken over by the Department of Agricul-
ture.

In the Fourth Five Year Plan (1969-74), it was
contemplated that the principal agencies involved
in the research programmes would be the central
research institutes, agricultural universities 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 institu-
tions. Existing research sub-stations were, as far
as possible, to be attached to agricultural
universities where these were established. No
new central rescarch institutes were to be set up
in the jurisdiction of agricultural universities.
Also, in States where agricultural universitieshad
already been set up, agricultural research should
be transferred from the Departments of Agricul-
ture to the agricultural universities.

An important feature of agricultural research
was to be the all-India coordinated research
projects. These called for a multi-disciplinary
approach as well as inter-institutional coopera-
tion, research scientists in the Central and State
institutes and agricultural universities working as
a team with a project coordinator, appointed by
the ICAR, acting as aresearch leader. On the eve
of the Fourth Plan, 38 projects had been sanc-
tioned 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 agriculture. 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 agri-
cultural administration, research, education, and
extension as appearing in its final report.

The National Commission was even more
imperial than the Imperial Commission 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 technical 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 Agri-
cultural Development Officer (CADO), to coor-
dinate the activities of all agencies working for
agricultural development in the district. He would
function under the administrative control of the
Agricultural Production Commissioner. 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 (AEQs) increased suitably to provide an
adequate extension infrastructure. Where the
Zilla Parishad was effective, the district field
organisation may be placed under its control; but
the District Collector should not have adminis-
trative 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 produc-
tion, 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 overali planning, coordination
and guidance. A senior Cabinet Minister, who
should be Deputy Chief Minister in the State
Cabinet, should assume overall responsibility for
agriculural development,
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At the Centre, there should be nine departments
in the Ministry under the charge of Secretaries,
viz., agriculture, crop production, animal hus-
bandry, 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 Department of Agriculture which would deal
with important functions common to the different
departments. It recommended the strengthening
ofseveral subject-matter divisions in the Ministry
and upgrading of the status of technical officers
like Animal Husbandry Commissioner, Agri-
cultural 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 secre-
tarics and joint secretaries should be held by
technical officers. To facilitate expeditious
decisions and implementation of programmes,
the heads of technical directorates should be given
cx-olficio secretariat status.” The Commission
rccommended the formation of an All-India
Agricultural Scrvice to provide suitable carcer
incentives. Stressing the necd for a channel for
flow of 1cchnical 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 organisation of strong units for planning,
coordination, and evaluation at the State and
district levels. To facilitate decisions on key
issucs of overall importance and assessment of
progress of development, the Commission sug-
gested the constitution of consultative machinery
atvarious levels consisting of Ministers, technical
and sccretariat officers, and other concerned
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.
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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/programmes in the different watersheds
and agro-climatic regions which could be pro-
perly 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
formulation of plans, the Commission suggested
that an effective evaluation system was essential
to keep a waich on the progress of schemes and
for keeping the implementing agency adequately
and promptly informed of difficulties and
bottlenecks for taking necessary cormective
measures. Apart from evaluation and appraisal by
Government departments, evaluation through
independent autonomous bodies like the agri-
cultural universitiecs and research institutions
should also be encouraged.

The responsibility for research and develop-
ment in agriculture lay mainly with the agricul-
tural universities, the ICAR research institutes,
and the States’ Departments of Agriculture. The
agricultural universities and the Central research
institutes should be entrusted with fundamental
and applied research and the States” Departments
of Agriculture with adaptive research which
require extensive experimentation on the econo-
mics and adaptability to agro-climatic regions.
Each of the organisations should accordingly be
adequately strengthened with men, materials,and
facilities with appropriate mechanism for coor-
dination and cooperation amongst the various
agencies.

The Central Government should liberally fund
research work in agricultural universities, not on
aproratabutratheron the basis of need, toenable
them to come up to desired level. Research and
development funding in agriculture was inade-
quate. This should be raised in a phased manner
in such a way that in course of ten years or so it
would constitute about one per cent of the con-
tribution which the agricultural sector made to the
Gross National Product. Ten to twenty per cent
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of the total plan outlay under agricultural devel-
opment programmes 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 information, and assign them for execution to
appropriate scientists, universities, and research
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 snitable coordinated
programmes, provide funds, and evolve
mechanics of coordination. All research work of
local importance should be carried out by the
agricultural universities and the States’ Depart-
ments 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, eval-
uation, and follow-up. The ICAR research insti-
tutes should be spread evenly over the different
agro-climatic regions. For this purpose, they
should preferably be of small and medium sizes
having more specific and restricted objectives so
that manageability and viability were assured.
Research management required specialised
training, which every head of aninstitution should
acquire. With the existence of agricultural uni-
versities, there was no need for the ICAR insti-
tutes to have any regular academic programmes
of teaching and degree- awarding. They should
also refrain from any commercial production and
restrict themselves to researches on development
and perfection of the products.

The ICAR had introduced cadres of Agricul-
tural Research Service. For the initial induction,
the candidates for Agricultural Research Service
should possess research experience and evidence
ofresearchcapability, making itnecessary toraise
the age of candidates to 28 years. The impact of
this innovation on the quality of research output
should be watched and cvaluated before any
further changes were introduced.
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The Commission noted that agricultural edu-
cation at the higher levels was well attended to
but it was neglected at lower and middie levels.
Theé need for trained men at the lower levels was
enormous having a high potential for employ-
ment. For this purpose, vocational training and
non-degree and non-formal education in
agriculture had to be organised ona massive scale.
The ICAR should insist on the creation of an
inter-university task group which would study the
employment opportunities of agricultural gradu-
atesand 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 ahighly 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 training, and
communication, and should be headed by an
Extension Commissioner who should be a tech-
nical 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 exiension
work. There should be at least one Farmer
Training Centre for every 15 blocks. Such pro-
grammes should specifically include the training
of women in the rural areas, at the middle and
lower levels. Special curricula bearing on sub-
sidiaryoccupations, nutrition and food habits,and
population education should be introduced in the
case of women trainees. For this purpose, a
separatec wing under the supervision of trained
women staff should be sct up in the training
centres. It would be necessary to put across
special broadcasts 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
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sections of home science and nutrition education
in the Directorate of Extension in the Centre
should be suitably strengthened sothat they could
providethe desirable national leadership. All such
programmes handled by other departments and
universities should be brought into its fold.

The Departments of Agriculture/Animal Hus-
bandry/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 demonstrations, and,
along with the agricultural universities, organi-
sation of training programmes, etc. The Central
Directorate of Extension would be responsible for
coordinating extension and training activities in
the country and laying down the broad principles

. 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 pro-
grammes.

Having recommended such highly centrally
directed agricultural administration and organi-
zation of research, education, and extension, the
Commission did not fail to suggest that a careful
review be undertaken of the current procedures
with a view to decentralising the power of deci-
sion 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 Commission did not see
much possibility of decentralising decision
making and indeed probably did not even believe
in decentralisation. Its vision was essentially
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 was estimated
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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 improvement of standard and
quality of education, orientation of curricula and
courses to suit the changing needs of agricultural
development, strengthening of inter- institutional
collaboration, and development of centres of
excellence.

There were 19 agricultural universities. While
some of them were well developed, a number
were still at a nascent stage. During the Fifth Plan
period, while older universitics were to aim at
further development in selected fields, the new
universities were to build up requisite facilities.
Each agricultaral 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 programmes involving work expe-
rience and practical training so as to make the
students not only more employable but also
capable of leaming through self-employment.
Theavowed objective of establishing agricultural
universitics was to facilitate intcgration of
research, teaching, and extension education.
However, in practice, significant deviations had
taken place. The Fifth Plan document called upon
the ICAR to formulate requisite criteriaand make
financial assistance tothe agricultural universities
conditional upon their meeting such criteria.

Considerable regional imbalance in the agri-
cultural educational structure had developed.
Three States,namely, Uttar Pradesh, Maharashtra
and Rajasthan accounted for nearly two-thirds of
the annual intake for higher agricultural educa-
tion. 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 document stressed the need for
upgrading some of these colleges and reorganis-
ing othersas farmers’ training centres. There was
also abnormal student wastage.

In the Fifth Plan, a number of agricultural
polytechnics,called Krishi Vigyan Kendras, were
proposed to be set up. They were to be run by
cither agricultural universities or ICAR institu-
tions and provide in-service training to the
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cxtension staff of the departments of agriculture,
animal husbandry, and fisheries, and public/pri-
vate scctor corporations, and to impart technical
skills to selected farmers. They were to cater to
the nceds of those who were ecither already in
employment or were sclf-employed. No diplomas
were to be awarded by the Kendras. The emphasis
was to bc on imparting practical training in
techniques which were of immediate relevance to
the region concerned.

Farmers' Training

In the Fourth Plan, a centrally sponsored pro-
gramme of farmers’ training was contemplated in
100 districts. At the beginning of the Fifth Plan,
the programme was operational in about 80 dis-
tricts. The main shortcomings were : Qut of the
80 centres, full complement of stalf 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 functionaries
was inadequatc. In the Fifth Plan, the first task
was 10 rectify these shortcomings. It was also
contemplated to extend the programme to another
100 districts. In this, districts covered by impor-
tant programmes for development of commercial
crops and pulses were 1o be given priority.

The programme of national demonstrations
covered about 100 districts by the beginning of
the Fifth Plan, but the quality and effectiveness
of demonstrations 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/institutes so that the staff of the uni-
versities and the institutes could give the neces-
sary 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 mandatc to promote,
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aid, and coordinate research in the areas of agri-
cultural/animal sciences, fisheries, and agricul-
turalengineering. The Council hasalso 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 Acad-
emy of Agricultural Research Management, five

. Project Directorates and 54 All India Coordinated

Research Projects under the Council and 21
Agricultural 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 Agri-
cultural Universities to locate specific research in
each of the agro-climatic zones. This empire of
the ICAR wascalled anational grid of cooperative
research and in it the Central Institutes and the
State Agricultural Universities were said to be
equal partners. It was said that the system aimed
at achieving maximum compiementarity of
resource use with a view to strengthening
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
Universitics. 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 devel-
opment departments and Agricultural Universi-
ties were proposed to be strengthened.
Agricultural Universities were to play a leading
role in organising farmers’ fairs, extension
training, and ‘lab toland’ programmes. Two new
Agricultural Universities were to be set up in
Jammu and Kashmir and South Bihar.

It had become increasingly difficult to imple-
ment many of the research projects/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 sci-
entists of the ICAR to attract them to such
neglected areas. A programme of Human
Resource Development was started to provide
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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 edu-
cational programmes in the agricultural univer-
sities were to be strengthened to improve their
quality and to make them increasingly relevant to
the development needs of the country. Higher
educational programmes to train the required
manpower for research in different branches was
to 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 Agri-
cultural 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,
Agricultaral Universities and in States and Cen-
tral Government 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) system. It aims primarily at greater
prefessionalisation of extension staff, and, is
designed to transfer technology from the research
stations to the farmers, step by step, through the
mechanism of workshops between research sci-
entists and subject matter specialists of the
extension service for two days every month,
followed by training of field level Agricultural
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 visitby the VL Ws to groups
of farmers on fixed days every two weeks
according to awell defined schedule. By 1984-85,
the reorganised Extension System was in opera-
tion in 13 major States. Steps were taken to
undertake training of women and the weaker
sections, 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.
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Working Group on Agricultural Production for
the Formulation of the Seventh Five Year Plan,
September 1984

In October 1983, the Planning Commission
constituted a Working Group on Agricultural
Production, Extension and Administration for the
formulation of the Seventh Five Year Plan. The
Working Group submitted its Report on Sep-
tember 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 utilisation of the large infrastructure that
had been created with only marginal strengthen-
ing, But, evidently, recruitment 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 inevitable pro-
cedural delays in finalising recruitment rules,
promotions, transfers, etc. Escalation of prices of
building materials and motor cycles further
compounded administrative problems. Sudden
transition from a multi-purpose extension system
with no linkage with research, no regularity of
visit and practically no training at all, to a highly
structured systern 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 dutics, because of a number of
subsidy-oriented schemes involving subsidies to
individual farmers. There was also lack of com-
mitment on the part of some States to professional
extension service. Finally, the management
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 satisfactorily, before
these states move to the second phase of T & V.
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Other points made by the Working Group were
: (a) Extension staff tends to work ina 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 training sessions, bring to the
notice 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 cer-
tification tag of the seed bought, eic. (c) VEW’s
should listen to farmers’ problems so that the
agency concerned can take the necessary reme-
dial action. (d) Every VEW should be assigned
specific targets expressed in terms of adoption
levels of the farmers. The achievement of the
targets should be measured by the monitoring and
evaluating wing and by the supervisory staff, and
not through reports obtained from extension staff
themsclves.

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, anumber of research
stations in different agro-climatic zones were
being set up. The Group recommended that
extension must play a major role in feeding the
research stations with the problemsof the farmers,
so that in the formulation of research pro-
grammes, these can be taken note of,

There was also need for a better overall appre-
ciation and understanding of the pre-requisites of
an extension system. These included (2) field
supervision which was the most essential feature
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
themimmobile; (c) training - in anumber of states
extension staff were not sent for training for
reasons of economy; (d) extension projects
should cover all the components of supervision,
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training, research support, and visual aids and
should notbe ona 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 andrelated services; (b) linkage between
the Rescarch Institutions, Agricultural Universi-
ties and Extension set-up in different States; (c)
orienting extension programme to specific
conditions; and (d) strengthening of operational
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. Ithad
three components; (i) the State component cov-
ering where the on-going extension projects had
alrcady been completed and the second phase was
to be introduced; (ii) the Central Sector Project
for strengthening the Directorate of Extension,
Extension Educational Institutes, and the setting
up of a National Institute of Extension; and (iii)
the Centrally Sponsored component consisting of
special sub-projects tobridge 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 consolidate their experiences, the
National Agricultural Extension Project (NAEP)
was brought under operation in three separate
parts. Under the first phase of the project
(NAEP-1), the States of Madhya Pradesh,
Rajasthan and Orissa were taken up for further
improvement of the system. Centrally Sponsored
Special sub-projects were drawn up from time to
time to bridge gaps in the on-going extension
system. The second phase of the rpioject
(NAEP-II) was taken up for the States of Gujarat,
Haryana, Kamataka and Jammu & Kashmir and
was largely devoted to strengthening the State
component of the system. The third phase
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(NAEP-HI) 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, ‘operational
cosis’ had the following sub-components: (i)
Internal Consultancy, (i) Inter-disciplinary
teams, (iii) Consultancy for identification and
preparation of projects, and (iv) Organisation of
workshops and seminars. The internal consul-
tancy programme covered special studies on (i)
extension cadre management, (ii) information
support, (iii) rescarch extcnsion linkage, etc. The
inter-disciplinary teams reviewed the State
extension projects. Clearly, agricultural exten-
sion was becoming more and more professio-
nalised.

The Directorate of Extension, in the Central
Ministry of Agriculture, continued to guide the
State Departments of Agriculture in planning,
coordinating, implementing, and evaluating the
training programmes for extension personnel,
farmers, farm women, and farm youth. For
upgrading exiension functionaries working under
the T & V system, intensive pre-service and
in-service refresher/special training programmes
were organised. In addition, the Extension Edu-
cation Institutes at Anand (Gujarat) and Rajen-
dranagar in Hyderabad (Andhra Pradesh)
imparted post-graduate training in Extension.
These twoInstitutes and the Extension Education
Institute atNilokheri (Haryana), were meeting the
training necds of ficld extension functionaries and
Subject Matter Specialists specially in the areas
of extension teaching methods and communica-.
tion techniques. Training support was also pro-
vided by these Instilutes in areas like social
forestry, horticulture, animal husbandry, etc. A
net-work of Gramsevak Training Centres/Ex-
tension Training Centres and Farmers’ Training
Centres imparted pre-service/in-service training
tothe grass-root level extension functionarics and
farmers,
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A National Centre for Management of Agri-
cultural Extension wasestablished at the National
Institute for Rural Development, 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; (i) To identify, appreciate, and
developmodem management tools, techniquesin
problem-solving approaches and utilising the
mechanism of personnel management, resources
management, input management and finally the
conflict management at the organisational level;
(iii) To develop skills in organising need-based
ficld programmes for training and retraining of
higher level functionaries forexecuting extension
programmes 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 accomplishments in
the field of Agricultural 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 col-
laboration and employment of internal consul-
tants; and (vii) To serve as a repository of ideas
and develop information, communication and
documentation services, etc. The Centre orga-
nises training courses in Agricultural Extension
Management for master- trainers and senior and
middle-level managers in agriculture.

For in-depth training in subject matter, fifteen
State Agricultural Universsities 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 wasnot uniform inall the States. In some
States there were serious problems mainly due to
inadequate funding and delay in the recruitment
and placementof personnel and executionof civil
works. Nevertheless, the Mid-Term Appraisal of
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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.

Reorganization of the Ministry of Agriculture,
1985

In early 1985, the Ministry of Agriculture was
reorganised to constitute departments having a
direct bearing on agricultural production, namely,
Department of Agriculture and Cooperation,
Department of Agricultural Rescarch and Edu-
cation, Department of Rural Development, and
Department of Fertilisers. Of these, the
Depariment of Agriculture and Cooperation is
organised into 24 Divisions and 2 Cells. In the
implementation of various policies and pro-
grammes, the Department is assisted by its three
Attached Offices, 63 Subordinate Offices, three
Public Sector Undertakings, eight Autonomous
Bodies and fifteen National Level Cooperative
Federations. The Department of Agricultural
Research and Education (DARE) provides the
necessary governmental linkages for the Indian
Council of Agricultural Research (ICAR) and is
intended basically to provide administrative ser-
vices and support to the ICAR. The 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
policies, develop necessary programmes, and
ensure their implementation on sound technical
and economic principles. The main idea of the
reorganized set-up of the ICAR is to vest it with
the autonomy essential for the effective func-
tioning of a scientific organisation and to deal
withsisterdepartments of the central government,
with state governments and with international
agricultural research centres through the DARE.
The ICAR is the apex organisation for all agri-
cultural and animal husbandry research and
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education in the country, with 41 institutes in
operation as on 31st March 1987. There were 10
National Research Centres at that time and 10
more Centres were to be set up. There were also
4 National Bureaux, one each under Crop
Sciences, Soil Science, Animal Sciences, and
Fisheries. In addition, as on 31st March 1987,
there were in operation 78 All India Coordinated
Projects, including 9 Project Directorates, 4
Transfer-of-Technology Projects in Agricultural
Extension, and 5 Projects from Agricultural
Produce Cess Funds for Guar, Betelvine, Aca-
rology, 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 edu-
cation and research; and (iii) manpower devel-
opment. The ICAR was also implementing the
National Agricultural Research Project (NARP)
to strengthen the regional research capabilities of
the agricultural universities for conducting
necd-based research. The project came into effect
in January 1979 and Phase I of the NARP ter-
minated on September 30, 1985. During Phase I,
the research reviews of 22 agricultural
universities (covering 16 States except Jammu &
Kashimar) were completed. The reviews pro-
vided detailed information on each agro- climatic
zone in the state, the constraints in production and
the research requirements of the zone. Based on
the information, investment proposals for
strengthening the research programmes and for
rationalisationofthe 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 commencing
October 1, 1985 all agricultural universities were
eligible for assistance subject to effective
implementation of Phase I and the accepiance of
basic eligibility conditions 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 agri-
cultural colleges in the country. These colleges
were either part of the 26 agricultural universities
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or affiliated to traditional universities. The erst-
while Central Staff College, now redesignated 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 programme 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 con-
ducted annually at the beginning of the Seventh
Plan, while 38 Operational Research Projects
with 94 centers were operating throughout the
country. There were 89 Krishi Vigyan Kendras
and 8 Trainers’ Training Centres spread all over
thecountry. Short-and long-term training courses
were started at the Kendras in crop production,
livestock production, horticulture, home science,
agricultural enginecring, fisheries and related
disciplines. In 1982-84, the Lab-to-Land Pro-
grammes 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 rainfall and its
variationand water resources. In November 1987,
Government set up a Central Committee under
the 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 sys-
tems for the 15 Agro-Climatic Zones; (ii) to issue
" instructions and background papers to conduct
techno-agro-climatic studies to each of the plan-
ning teams; (iii) to work out principles of inte-
gration of plans of the agro-climatic regions with
the State and National Plans; (iv) to integrate
agricultural planning with animal husbandry,
fisheries, forestry, agro-based industries and
allied sectors; (v) to recommend appropriate
schemes and policies based on the findings of the
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studies/surveys completed, for the rapid agricul-
tural development of the regions; and (vi) to
examine matters related to the subjectof planning
for agro-climatic regions.

In July 1988, guidelines were prepared for
planning at the agro-climatic regional level for
use of the Planning Teams appointed for the
different agro- climatic zones. According to the

-guidelines, 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 Gan-
getic 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 coor-
dinate the planning studies to be done at the level
of each agro-climatic region by the Planning
Teams. Each Planning Team could sub-divide its
zone into sub-regions. The guidelines recom-
mended to the Planning Team were to first
undertake a detailed study of indicators relevant
for agricultural planning, preferably at the level
of districts. Such indicators were to include the
growth of population for each Census Year since
1961, composition of the rural and agricultural
work force, land holdings, tenancy conditions,
and landless 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 - irrigated
arcas, cropping intensity, irrigation intensity,
fertiliser consumption and application per hect-
are, tractorisation, utilisation of pesticides,
pumpsets, agricultural credit and farm business
investments - should be made. A very detailed
analysis of cropping patterns covering the prin-
cipal 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
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undertaken. Other data to be collected included
spread of markets, credit infrastructure, banksand
cooperative societies, etc.

The need to look into the problems of 1and use
planning in each region was stressed. Similarly,
land and water management 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 operation-
alised and a sense of urgency imparted to these
sectors. The guidelines suggested a number of
other programmes for development of agro-
processing and agro-support activities, improved
technology and managementneeds tobedesigned
for improvement of delivery systems for agri-
cultural services and inputs, etc.

Eighth Five Year Plan (1990-95) : Perspectives
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
mustaim ata more diversified agricultureinterms
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
management strategies implemented. The pro-
motion 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 distri-
bution system for peasant support is a precondi-
tion to agricultural growthin the next phase. Input
distributionsystems whichare targeted tospecific
agricultural institutional categories of rural pro-
ducers 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
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production and other agricultural activities and
the regional specialisation of agricultural crops.
High level management and planning expertise
will need to be used to design and operationalise
such policies. The agro-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 development has boiled down to
management systems with an interface for sys-
tems management. This is typical of what hap-
pens when the vastness and the variety of the
problem is recognised but there is unwillingness
to decentralise. Reality is conceived as a set of
systems and variation is reduced to differences in
parametric values. High level management 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 subsistence farming to economic
farming and that the uneconomic holdings were
at the root of many of the difficulties. A solution
was sought in organizing agriculture into two
sectors : (i) holdings above a prescribed level
organised into private registered farms; and (ii)
the smaller holdings brought together into co-
operative farms, A Village Production Council
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 programmes of
production to be achieved at each harvest by the
village; (ii) to frame budgets of requirements for
supplies and finance needed; (iii) to assess results
attained ateach 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 caltivation of land not cultivated
or managed by the owners; (vii) to assist in
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securing minimum standards of lillage 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, institu-
tions, and agencies is reduced to a minimum; to
functioning asa clearing house of information and
providing administrative support to mutual con-
- sultation between state governments and agri-
cultural universities. The emphasis must shift
away from management to agricultural research
and education of the farmer rather than training
of the extension officer.
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DEVELOPMENT OF POPULATION POLICY IN INDIA

The paper traces the evolution of population policy in India since the beginning of the First Five
Year Plan. During the first three Plan periods no targets or time span for reduction of birth rates
waslaid down. It was expected that public health, education and family planning programmes would
help in reducing the birth rates. But the birth rates did not decline appreciably. Hence, with the
commencement of the Fourth Plan, specific goal for reduction of birth rates from 39 per thousand
10 25 per thousand within the next ten to twelve years was envisaged. By the Seventh Plan, the goal
10 be achieved was set in terms of the Net Reproduction Rate. An account of the development of the
organisation set up for implementation of the population policy and the anomalies in it are given.

Strategies adopted in each Plan period are discussed.

DIMENSIONS OF POPULATION POLICY

The term population policy in its broad con-
notation would cover decisions of the State to
achieve certain social, economic and political
goals. It has two interacting aspects - the quan-
titative and the qualitative - both essential for
achievement of these goals. The quantitative
aspect, includes the critical demographic vari-
ables such as the size, composition and growth of
population, its geographical distribuiion and its
demographic characteristics. The qualitative
aspect relates to subjects like health, nutrition,
human genetics, education, environment, shelter,
physical and psychological well being, wage and
employment, redistribution policies and other
social and economic measures. It covers the
whole spectrum of the life cycle and all activities
where the population factor is important.

Population Growth and Family Planning Sub-
Committee

The first step taken by the Planning Commis-
sion during planning exercises was formation of
committecs (panels) for different subjects. These
committecs included experts and others asso-
ciated with the subject both from Governmentand

non-Government sectors. One of the Panels
appointed by the Planning Commission was on
health programmes and another on social welfare.
There were differences of opinion on family
planning in both the Panels. There was not much
difficulty in convincing the members of the Panel
on Social Welfare of the importance of family
planning in a social welfare programrne. The
situation in the Health Panel was different. The
Health Minister who was Chair-person of the
Health Panel strongly opposed the inclusion of
family planning in health programmes, while a
nurnber of members of the Panel were in favour
of its inclusion. The Health Panel, therefore,
appoinied a sub-committee on Population
Growth and Family Planning, on April 11, 1951.
The sub-committee submitted its report on April
14, 1951. The recommendations made were in
three parts, viz., first, recognition of the need for
family planning; second, specific Government
measures in relation to family limitation; and
third, improvement of population data and sys-
tematic studies of the population problem.

The sub-commitiee recommended that "the
National birth rate should be reduced concur-
rently with the National death rate, until the
population is stabilised ata level consistent with
requirement of national economy." The rationale

The article is a summary of Part [ of the Population Policy by Col. B.L. Raina, published by B.R. Publishing Corporation
(Division of D.K. Publishers Distributors (P) Ltd.). We are grateful io the Author and the Publishers for their approval - Editor

Col. B.L. Raina was the Director, Family Planning (1956-65) and Director, National Institute of Family Planning
(1965-69), Ministry of Health and Family Planning, Government of India.
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of two-fold family limitation would "assure the
success of plans and programmes designed to
promote the hiealth and welfare of the people and
develop the national economy.” The sub-
committee further emphasised that "family lim-
itation is necessary and desirable in the interest
of the family. It is necessary and desirable that the
members of every family comprising the nation
take all suitable and practicable steps for securing
that the occurrence of a birth in the family is
properly spaced in time and limited in number, so
as to safeguard the health of the mother and child
and enable an adequate share of the resources of
the family being applied effectively to the care
and upbringing of children.” Specific Govem-
ment measures recommended, included provi-
sion of facilities for sterilisation or giving advice
oncontraception on medical, social and economic
grounds. The services for help and advice were
however made conditional to the extent that
personnel in hospitals and health services could
undertake them, consistent with their duties. One
:member of the sub-committee, Lady Rama Rao,
considered such conditional provision unduly
restrictive. In a supplementary note to the report,
among other recommendations, she suggested
that a definite provision should be made for birth
control under the guidance of medical officers
trained for this purpose; all State hospitals,
maternity and child welfare clinics existing and
planned for the future, whether in urban or rural
areas, all future programmes for the promotion of
health measures for the people, whether medical
or educational should include family planning as
an integral part; and birth conirol appliances and
literature should be partof the equipment of every
health centre in the country and should be made
available free of cost wherever free medical
services were rendered to poorer classes.
Among the specific Government measures the
sub-committee also recommended that the State
should through financial aid and otherwise, assist
in the establishment of a Research and Informa-
tion Centre organised for collection, study and
dissemination of information based on
scientifically tested experience in the country and
abroad in respect of all aspects of family limita-
tions and the countering of ill effects of incorrect
information; and research necessary for the
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development of inexpensive, safe and efficacious
methods of birth control suitable for all classes of
people; and methods of preparation of necessary
appliances and material based on raw materials
available in the country. Another member, Dr.
Sushila Nayyar, expressed the view that "the first
priority is education and improvement of living
conditions which will create an incentive on the
part of the people to limit their families... the
utmost that can be asked of the State is that it
should not interfere with the social agency which
wishes to undertake family planning activities...
the resources of the State should be utilised in the
fundamental constructive activities... the statecan
never control population whether it be a drive for
increasing orlowering birthrates... The socialand
economic factors alone can prove decisi-
ve..."[Planning Commission, 1951].

The report of the Sub-Committee on Population
Growth and Family Planning was discussed by
the Planning Commission in April 1952. It was
decided that two Committecs, viz., Population
Policy Committee in the Planning Commission
and Family Planning Research and Programme
Committee, in the Directorate General Health
Services, Ministry of Health should be set up.

The First Five Year Plan (1951-1956)

The Report of the First Five Year Plan was
issued in December 1952. The plan was geared
to attain sustained economic and social devel-
opment, opportunities for gainful employment,
improved living and working conditions of the
people and the opportunity tolead agood life. The
population policy emerged in the following
words: "the reduction of birth rate to the extent
necessary o stabilise the population at a level
consistent with the requirements of national
economy”. While declaring this policy it was
stated that "The main appeal for family planning
is based on considerations of healih and welfare
of the family. Family limitations or spacing of
children is necessary and desirable in order to
secure better health for the mother and better care
and upbringing of children. Measures directed to
this end, should, therefore, form part of the public
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health programme”. Population policy was
viewed as an integral and essential part of
development {Planning Commission, 1953].

The Second Five Year Plan (1956-1961)

Within the general policy frame of the second
plan, the earlier policy to slow down the rate of
population growth was reiterated. The Plan came
to "the conclusion that an effective curb on
population growth is an important condition for
rapid improvement inincome and levelsof living"
[Planning Commission, 1956].

The Third Five Year Plan (1961-1966)

There was one notable difference in the policy
in the Third Plan. While stating that "the objective
of stabilising the growth of population over a
reasonable period must be at the very centre of
planned development”, it specifically linked
population policy with socnal policies like edu-
cation of women, .opening new employment
opportunities for them and raising the age of
marriage. It also referred to an enlarged scope of
family planning progrpfamme. It stated that "In
addition to advice on birth control, the family
planning programme should include sex and
family life education and advice on such other
measures as may be necessary to promote welfare
of family" [Planning Commission 1962(a)].

Inter Plan Period ( 1966-69) and Fourth Plan
(1969-74)

The economic situation in the country was
serious. Instead of a Five Year Plan, annual plans
were drawn up during 1966-1969. This, however,
did not effect the population policy. In fact,
financial inputs were higher than in previous
years, The basic policy continued as before, but
in more specific terms. While referring to pop-
ulation growth as a crippling handicap the aim
stated was a reduction of birth rate from 39 per
1000 to 25 per 1000 within the next 10-12 years
[Planning Commission, 1970].

The Fifth Five Year Plan (1974-1979)
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of the Sixth Plan. A new dimension was added to
the population policy. Among the five items in
the Minimum Needs Programme was an inte-
grated package of health, family planning and
nutrition. A 20-point programme was also
launched.! This was supplemented by a 5-point
social programme (which included family plan-
ning). The Third Five Year Plan had linked
education and employment of women, raising age
of marriage and other measures to promote family
welfare. Some new aspects had come to the notice
of government, like apprehension by some States
doing well in family planning programme of
reducedrepresentation in the Parliament. A major
policy Statement was made on April 16, 1976
entitled the National Population Policy. The
Statement covered a package of measures, such
as freezing the population base at 1971 level for
determining the representation in the Parliament,
and the State legislatures and also all cases where
population was a factor as in the atlocation of
Central assistance to State Plans, devolution of
taxes and duties and grants-in-aid, to the year
2001; raising the age of marriage for girls to 18
years and boys to 21 years; upgrading female
education level, particularly above middle level,
as well as non-formal education for women
especially in some backward states; extending aid
10 voluntary organisations; introducing incen-
tives and disincentives; evolving mulii-media
motivational strategy; increasing involvement of
other ministries and full and active cooperation
of the people atlarge. The Statement stressed that
the real enemy was poverty and underlined the
Minimum Needs Programme and 20-point eco-
nomic programme [Ministry of Health and
Family Planning, 1976].

The Draft Sixth Five Year Plan (1978-1983):
Janata Regime

In 1975 when the Emergency was declared in
the country, coercion in the sterilization pro-
gramme wasreported. Besides serious distortions

- in the declared policy, excesses in the family

The Fifth Plan again emphasised the necessity
of accelerating the reduction of birth rate through
massive family planning efforts. The aim laid
down was to reduce the birth rate to 25 per 1000
and population growth to 1.4 per cent by the end

planning programme were highly politicised. The
family planning programme became one of the
major factorsleading to the defeat of the Congress
party in the 1977 elections. The Janata Party,
which came into power in 1977, changed the
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name of the Ministry from family planning to
family welfare. A new statement of policy on
Family Welfare Programme was issued in June
1977. The 1977 statement did not materially
differ from the one issued in 1976, except for
emphasis on *‘no room for coercion or pressure of
any sort’ and on fertility and mortality { Ministry
of Health and Family Welfare, 1977]. The basic
needs revised programme was, however, silent on
family planning, but showed increase in targets
in several of its other sectors. The Draft Sixth Plan
referred to the formation of a working group for
suggestion of feasible and operational level of
achievement for the Plan and for succeeding
periods on which further population policy could
be based. ‘

A working group on population policy was
formed in 1978. The working group submitted its
interim report in March 1979 and final report in
1980. The objective was to reach the Net
Reproduction Rate of unity (NRR) on an average
in the country by 1996 and in all States by 2001.2
To reach NRR of unity each State was to select
‘the path which was socially, culturally and
administratively  suvitable to reach the
goal.’[Planning Commission, 1980] The working
group gave equal importance to mortality and
fertility declines. These recommendations were
accepted by the Government. The revised Janata
Sixth Plan stipulated that all resources of the
country (at the Centre and States) needed to be
hamessed towards NRR one by 1996 {Planning
Commission, 1979]. .

While the policy was supportive to programme
of fertility limitation, and the social, caltural and
administrative aspects were underlined in official
documents, the declared policy was seriously
eroded due to the barrage of condemnation of
population policy of the previous government.
The programme personnel even in some leader-
ship position appeared to be hesitant to take the
declared policy seriously. The workersinthe field
especially in the Government organisations
became over cautious and in some cases afraid to
take any action. It appeared safe to let the pro-
gramme drift. The poor performance alarmed the
government officials and dedicated workers and
a large section of people concemned with devel-
opment issues. In the election held in the first
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week of January 1980, the Congress party won
the elections by an overwhelming majority. The
Draft Five Year Plan (1978-1983) was thus
abandoned.

The Sixth Five Year Plan (1980-1985)

The Sixth Five Year Plan sought to make a
massive attack on the problem of unemployment
and poverty through specific programmes
directed towards the target groups such as small
and marginal farmers, rural artisans, landless
labourers, women, scheduled castes and sched-
uled tribes. The family planning programme was
viewed as a part of total national effort for
providing a better life to the people. The new
Govemnment started rehabilitating the population
policy and programme. The Government’s total
commitment to voluntary family planning was
reiterated and emphasis was placed on ‘family
planning becoming a people’s movement-of the
people, by the people, for the people, and should
be the centre of planned development’. The
20-point programme was revived and modified
which this time included Family Planning. The
Sixth Plan commencing 1980-1981 was inter-
woven with other development plans especially
health and maternal and child care and nutrition
as in previous Plans. Special mention was made
of the household as a basic unit for poverty
eradication; economic emancipation to enable
children from poor families to go to schools, to
receive adequate nutrition and develop into useful
citizens; education and employment of women to
liberate them from dependence and insecurity and

-to improve their status; measures to implement

the legal provisions for increasing age at mar-
riage; establishing linkages with basic needs,
20-point and other development programmes
with family planning {Planning Commission,
1981].

The Planning Commission had constituted a _
‘Working Group on Health in September 1978 to
discuss population issues and means and mea-
sures toachieve the objectives of health. Selected
recommendations of the Working Group are
given in the following Table [Ministry of Health
and Family Welfare, 1981].
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RECOMMENDED TARGETS OF ‘HEALTH FOR ALLBY 2000

AD.
Index 1981 1985 1990 2000
Crude death rate 14.1 11.0 10.4 9.0
Infant mortality 129 8090 Below 60
rate
Perinatal mortality 60-109 3035
rate
Pre-school (0-5 35-40 2025 10
years) death rate
Maternal montality 5.8 below 2
rate
Life expectancy 52.6 580 64 years
at birth males males  for both
51.6 577
females females
Birth weight 30% 10%
below 2500g
Crude birth rate 33.2 29.5 27.0 21
(1978)  (1983) (1988)
Effective couple 22% 35% 44% 60%
protection
~ Mean age at first 17.2 .. 20 years ..
marriage female
(1972)
Net reproduction 1.67 . - 1
rate
Natural growth 19 1.79 1.66 1.26
rate (1978) (1983) (1988)
Family size 43 . . 23
(1979) .

The Seventh Five Year Plan (1985-1990)

The population policy laid down in the Sixth
~ Five Year Plan (1980-1985) continued in the
Seventh Five YearPlan. Itemphasised that family
welfare programme would continue to receive
high priority to cause a sharp decline in birth rate
and to achieve the goal of NRR 1, by 2000 A.D.
It was again reiterated that the programme would
be promoted as a people’s movement and atten-
tion would be paid to reduce both fertility and
mortality. A notable addition was made in
revising the 20-Point programme in 1986.

Swings in Demographic Goals

The swingsin demographic goals in population
policy were due to various reasons. In the first
few years no target and time span were stipulated
forreduction in birthrates. The reasons for merely
stating that reduction in birth rate should be
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achieved in ‘reasonable time’ or ‘as expeditiously
as possible’, appear to be due to the fact that the
planners appreciated that the changes in birth
rates were known to be most complex and in the
beginning it was not certain "how effective such
efforts would become over the next five or ten
years and the population projections were based
on the assumption which were necessarily spec-
ulative in character” [Planning Commission,
1962(b)]. As a clearer picture emerged and tools
of measurementimproved, specific birthrates and
later the duration in which they were to be
achieved were mentioned. Expericnce showed
that they were on the optimistic side. Recently,
there has been a further precision, the immediate
goal to be achieved being in terms of the Net
Reproduction Rate (NRR).

In the early days, the high expectations were
based on survey reports from Mysore, Bihar,
Madras, Maharashtra, Delhi, Uttar Pradesh and
West Bengal showing favourable attitudes
towards family planning, small family size and
willingness to learn family planning methods. In
the Mysore study, 72 per cent of the persons did
not want another child if they had three living
children. A gap between the favourable attitude
reported and practice was observed soon after.
The prevalent view at that time was that this gap
was expected to be filled if the methods available
and services were provided within easyreach, The
evidence started accumulating that many in rural
area wanted large number of children for various
reasons mainly economic, such as supplementing
labour needed in the home and generating income
and support in old age. High infant deaths seemed
to reinforce their attitude to have a large family.
In later years there was greater rcalisation of
interaction of fertility and socio-economic fac-
tors. The term policies beyond family planning
was used. It was replaced by ‘population
influencing policies’ and ‘population responsive
policies’. The lack of reliable information
between inter-census years posed difficulties.
There were high expectations from the strategies
adopted due to lack of appreciation of complex
processes involved in behavioural changes, and
full understanding of people’s participation.
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The projection of high level of achievement and
low level of projected population estimates may
be due to a conscious or unconscious (perhaps
more the former than the latter) desire to present
an over-optimistic picture of programme per-
formance.

The experience during the Emergency period
demonstrated that continued manipulation and
compulsory participation of people can have
transitory desired effect but is counter productive.
Appropriate emphasis on social policies in pop-
ulation policy package did appear at a late stage.
Although this aspect was well recognised since
the 1950s, it is only recently that population
influencing policies such as health care especially
of mothers and children, drinking water, sanita-
tion, environment, etc., and population respon-
sive policies such as primary and secondary adult
education, employment, status, education and
employment of women, are specifically men-
tioned.

Over the years, the population policy has thus
been in more or less the following sequence--
population policy to reduce fertility through
measures to control births; mainly through clinics
and out reach personnel, followed by extension
approach, which was replaced by target approach
and incentives and disincentives, integration of
birth control measures with maternal and child
health and nutrition, further addition to the above
by the population influencing and population
responsive policies, and recently increasing
emphasis on integration of all the above with
poverty alleviation programmes (such as MNP,
IRDP, NREP, RLEGP, IREPP, TRYSEM,
DWCRA), land reforms, community develop-
ment and Panchayat Raj and integration with
social and economic development. The main
focus of population policy continues to be on
fertility and mortality.

' DEVELOPMENT OF NATION - WIDE ORGANISATIONS
AND STRATEGIES TO IMPLEMENT THE POLICY

BackgroundA of Maternal and Child Health Ser-
vices inIndia

The British had introduced the modem health
facilities initially for the defence services and for
a select group of civilians. The general picture
was that water supply, sanitation, preventive, and
curative health services were available mainly in
civil lines where the civil service personnel and
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the elite resided and cantonments where defence
services personnel lived. These facilities were
later extended with varying degrees to the rest of
the cities and towns. The extent of these facilities
diminished from the Capitals of Provinces
(States) to Districts, to Tehsils and faded for the
bulk of the population in villages. -Generally,
preventive services received attention of the
Government at periodical intervals on the out-
break of epidemics. There were few exceptions
such as in some Princely States like Travancore
(Kerala), Mysore (Karnataka), Gwalior (Madhya
Pradesh) and areas where the local population had
access to health services (generally curative)
through Missionaries, other philanthropic insti-
tutions and private practitioners; and in some
cases Municipal and Government agencies.
Within the health system, maternal and child
health care received very little attention till 1931.
The initial steps were taken by voluntary agencies
and operated virtually in isolation. In 1885, the
Countess of Dufferin Fund was established to
provide relief to women by providing medical
education and training for nurses and midwives.
In 1902, the Victoria Memorial Scholarship Fund
Committee was established to provide nucleus of
services for children. One of the reasons for
neglect appears to be that suffering, especially
related to maternity, was accepted as normal. The
ideas of prevention and promotion of positive
health gradually emerged, but extended very
slowly. The Church of England Zenana Mission
attempted training of indigenous Dais (birth
attendents) in 1866. The National Association for
supplying Medical Aid to the women of India was
established in 1885, for medical education of and
medical relief to women including provision of
nurses and midwives to hospitals and private
work. The assistance provided was on a very
limited scale. The Government of India gave
some financial assistance to the Countess of
Dufferin Fund in 1918 when the Lady Reading
Health School was established. A year after in
1919 the Lady Chelmsford All India League for
Maternal and Child Welfare was established. In

the 1930s a number of activities began which

stimulated action for the initiation of maternal and
child care. Madras Presidency (Tamil Nadu) was
the first state in India in 1931 toestablish a special
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section for maternal and child welfare in its Public
Health Department. Field studiesonmortality and
morbidity among women and children, on the
suggestion of the Surgeon General, Madras
Presidency, were undertaken in 1931-1932, This
study was followed by other such studies. For-
mation of an advisory committee on maternal
morbidity and mortality in association with the
Indian Research Fund Association (now Indian
Council of Medical Research) was suggested by
- researchers. The Indian Research Fund Associ-
ation established the advisory committee which
met for the first time in 1938.

Several organisations in the voluntary sector
were formed, notably the Bombay Presidency
Infant Welfare Society. The Lady Chelmsford All
India League for maternal and child welfare
attempted to provide services for children and
succeeded in providing nucleus of such services
through committees in States. In the early 1930s,
the Indian Red Cross Society was the major
organisation for providing and coordinating
maternal and child health services in the country.
The Indian Red Cross Society in association with
the Victoria Memorial Scholarship Fund and
Lady Chelmsford All India League established at
its headquarters a Maternity and Child Welfare
Bureau.In 1933, the AllIndiaInstitute of Hygiene
and Public Health in Calcutta, in association with
the Countess of Dufferin Fund, commenced
DiplomaCoursesin Maternity and Child Welfare.
The recommendations of the Matemal Morbidity
and Mortality Advisory Committee in their first
meeting in 1938 stimulated several States to
appoint senior women medical officers with
special qualifications and experience in maternal
and child health. The appreciation of the need to
provide adequate maternal and child care was
further reinforced by recommendations of the
Advisory Committee on Nutrition which was
given the status of National Nutrition Committee.
The need for maternal and child care was grad-
ually recognised, but action lagged behind. Only
four States in India had senior women officers
specially appointed for maternity and child care
in 1947. By the time the First Five Year Plan was
issued their number had increased to nine. The
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Health Ministry faced the anomalous situation of
one doctor for 6,300 people (doctors mostly
working in urban areas) but one nurse for 43,000.

The Bhore Committee

Before India became independent, the medical
administration had been making repeated
attempts to make a detailed assessment of the
health problem. But their suggestions did not find
favour with the Government. The medical
research workers in India in each of their annual
conferences from 1923 to 1926 had exhorted the
Government of India to appoint a2 Commission
‘for the purpose of making a thorough enquiry
into the wastage of life and economic depression’.
The Government response was that the subject
could be dealt with by the Royal Commission on
Agriculture.

Later,in October 1943, the Government of India
appointed the Health Survey and-Development
Committee with Sir Joseph Bhore as Chairman
"to make (a) broad survey of the present position
in regard to health condition and health organi-
sation in British India and (b) recommendations
for the future”. Sir Joseph was informed that the
term of reference had been framed in general
terms to leave the fullest possible freedom to the
Committee in its treatment of the subject matter
of the enquiry.

The Committee laid emphasis on preventive
work and medical relief "to the vast rural pop-
ulation of India” and the role of the doctor as a
"social physician protecting the people and
guiding them to a healthier and happier life"
{Ministry of Health, 1946]. Government of India
accepted the recommendations in principle, but
implemented them on a much reduced scale. The
FirstFive Year Plan provided for the development
of rural primary health units--one unit for
10-12000 people with maternity and child health
staff of two midwives and a centre with a lady
doctor and two health visitors (at Taluk or Thana
Ievel) to cover a number of such health units,
Concurrently other developments also took place
in Community Development and Social Welfare
programmes.
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The First Five Year Plan (1951-1956)

The family planning objectives, laid down in
the First Five Year Plan, were to "obtain an
accurate picture of the factors contributing to the
rapid population increase in India; discover
suitable techniques of family planning and advise
methods by whichknowledge of these techniques
can be widely disseminated; and make advice on
family planning, an integral part of the services
of Government hospitals and public health
agencies”. The Plan mentioned immediate for-
mation of a Population Policy Committee in the
Planning Commission and the Family Planning
Research and Programme Committee (FPRPC)
in the Directorate General of Health Service; and
the appointment of a population commission, at
a later date, to assess the population problem,
consider different views held on the subject on
population control, appraise ‘the results of
experimental studies and recommend measures in
the field of family planning to be adopted by the
Government and the people.

The plan laid emphasis on giving family plan-
ning advice, especially for health reasons and at
the same time an education programme for
reduction of birth rate and use of thythm method.
Activities in seven areas were mentioned:

"The provision, in Government hospitals and
health centres, of advice on methods of family
planning for married persons who require such
advice: Medical Officers workingat hospitalsand
health centres like maternity and child welfare
clinics should give advice to women regarding
family planning when such advice is necessary
for health reasons. If a doctor fecls that a woman
patient cannot undergo the strain of pregnancy
and parturition, without danger to her health, it is
obviously his duty to give such advice as is
necessary to enable the person to prevent con-
ception. In these circumstances the doctor would
be justified in suggesting any chemical,
mechanical or biological methods of contracep-
tion or sterilization as may be indicated for the
individual case.
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Field experiments on different methods of
family planning for the purpose of determining
their suitability: acceptability and effectivenessin
different sections of population. If it can be
demonstrated that our people, particularly those
living inrural areas, can be educated to accept the
rhythm method and use it as a practical method
of limiting family growth, Government support
should be extended to propagation of the method.
From the point of view of avoiding enormous
expenditure as well as that of securing the ethical
values that community life would gain by the
self-imposed restraint which the rhythm method
involves, it would be desirable to try out this
method fully and thus ascertain its practicability.
Whether the rhythm method is capable of wide
application in the community with adequate
results or not, actual experimentation alone can
tell. Research and experiments need not however
be confined to a single method. There are
numerous voluntary agencies which are currently
propagating the spread of information on family
planning and the use of chemical and mechanical
contraceptives. Their activitics would need sup-
port.

Development of suitable procedures to educate
the people on family planning methods: inex-
pensive means of rapidly educating the public in
matters relating to family size will have to be
evolved if large scale reduction in the national
birth-rate is to be obtained. Scientific techniques
are available to assess the effect of mass educa-
tional campaigns. These techniques should be
used to develop educational programme suitable
for different economic and social sections of the
population.

Collection from representative section of the
population of information on reproductive pat-
tern, and on attitudes and motivations effecting
the size of the family: The reproductive pattern in
any population is largely determined by socialand
economic factors which may differ from one area
1o another. A thorough investigation of the dif-
ferences in attitudes and motivations towards
family size and the factors responsible for
producing such differences is important.
Research along these lines is necessary if we are
to understand the particular sentiments and



VOL.1 NO. 1

aspirations to which the programmes of family
limitation in various sections of the population
should appeal.

Study of the inter-relationships between eco-
nomic, social and population changes: The
information obtained by such studies will form
the necessary background for the formulation of
a national population policy and development of
appropriate measures of population planning
based on factual information.

Collecting and. studying information about
different methods of family planning (based on
scientifically tested experience in India and
abroad) and making such information available
to professional workers: and

Research into the physiological and medical
aspects of haman fertility and its control”,

The preamble to the section on family planning
in the plan underlined support to family limitation
on health, social and economic grounds. It said:
"The application of medical knowledge and social
care has lowered the death rate, while birth rate
remains fairly constant. This has led to the rapid
increase in the growth of population. While
lowering of the birth rate may occur as a result of
improvements in the standard of living, such
improvements are notlikely to materialise if there
is concurrent increase of population. 1t is, there-
fore, apparent that population control can only be
achieved by the reduction of the birth-rate to the
extent necessary to stabilize the population at a
level consistent with the requirement of national
economy. This can be secured only by the reali-
sation of the need for family limitation on a wide
scale by the people. The main appeal for family
planning is based on considerations of the health
and welfare of the family. Family limitation and
spacing of the children is necessary” [Planning
Lommission, 1953].

Family Planning Research and Programme
Commistee (FPRP C) ,

The first step to develop programme strategies
was the appointment of the FPRPC on May 6,
1953. The family planning programme in the First
Five Year Plan is often considered as a period
largely devoted to ‘the coloured Beads’ (the
research on rhythm method). The fact is that
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during the first five year plan period, the FPRPC.
laid down the basic concepts and developed
programme frame-work, which provided valu-
able guidelines for future work. _

The first meeting of the FPRPC was held from
July 13 to July 18, 1953. Persons engaged in
promoting family planning in different parts of
the country were invited to provide the members
of the committee an opportunity for discussion
with them on their experience in regard to dif-
ferent aspects of the problem. The report of the
first meeting of the committee discussed a wide
range of subjects such as scope and purpose of
family planning: suitable location for delivery of
services: studies on qualitative aspect of pop-
ulation, etc. The committee appointed two expert
sub- committees: one on socio-economic, cultural
and demographic aspect and the other on quali-
tative aspect. Most of the recommendations made
by FPRPC are relevant even today.

The Committee stressed that “the purpose of
family planning is to promote, as far as possible,
the growth of the family as a unit of society in a
manner designed to facilitate the fulfilment of
those conditions which are necessary for the
welfare of this unit from the social, economic and
cultural point of view. Emphasis on maintaining
the health of the mother and furthering measures
for the welfare of children is an essential part of
the family planning programme. Advice and
guidance tothose who propose to unite their lives
in marriage; assistance towards enabling them to
regulate and space appropriately the bringing
forth of their children in relation to economic
needs and social obligations; sex education both
for the parents and children in order to provide
the background necessary for the successful
conduct of their lives in harmonious adjustment
to the many difficulties that sexual urge, with all
its demands on the individual may bring into
being, promotion of measures to eliminate as far
as may be possible, physical and mental defects
arising out of hereditary or environmental factors
-in fact a planned and scientific approach towards
the solution of the problems of the family life."
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The Committee was unanimous in- its opinion
that family planning programme should be
developed as an integral part of the health system,
as the scope envisaged "practically all the mea-
sures desirable for promoting the health and
welfare of the family". The Committee further
stated that sex education, marriage counselling,
marriage hygiene, the spacing of children and
matters intended for the welfare of the family such
as family budgeting having a bearing on the
maintenance of the health and well being of its
members are the primary duties to be undertaken
by the family planning centres, but they must be
supplemented by services such as child guidance,
advice in regard to nutrition, the teaching of
mother craft and health education so as to train
the people towards the acceptance and practice of
the hygienic mode of life.” As far as possible new
family planning centres should be developed in
association with institutions for the health pro-
tection of mother and children in hospitals,
maternity homes and child welfare centres.

A rapid survey undertaken by two members of
the Committee had shown that there were 165
family planning centres in the country at thattime
maintained by the Government, local bodies and
voluntary organisations. There were also centres
run by individuals not necessarily qualified to do
so and generally for profit. None of them were
being run on sound lines and they were poor in
all essential requirements, space, equipment,
auxiliary staff, etc. Follow up was almost non-
existent. The Committee therefore recommended
provision for accommodation, equipment and
minimum staff consisting of one medical officer,
under certain conditions a public health nurse and
asocial worker. The committee suggested clinical
trials of contraceptives in selected clinics for
acceptability, harmlessness and effectiveness;
and legislative and administrative action directed
towards the elimination of those contraceptives
which were declared harmful.

Other studies recommended by the Committee
included: field studies on social attitudes and
motivationsaffecting family planning: long range
studies based on the basic triad of epidemiological
analysis (host factor including mother’s age,
marital status, cyclic susceptibility) and relative
biological conditions: environmental factor
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including social, economic, biological and
physical aspects: agent factor laying special
emphasis on the spermatozoa and all the factors
affecting male fertility and research on biology of -
human reproduction [Ministry of Health
1956(a)]. :

On February 27, 1954 the Ministry of Health
informed all State Governments and some vol-
untary organisations that "the Government of
India has generally accepted  the
recommendations” of the FPRPC and offered
financial assistance for delivery of services on a
sliding scale (First six months 100 per cent, Next
twelve months 33 per cent). The financial assis-
tance was given to fifteen States, eight local
bodies and thirty-five voluntary organisations
and one hundred and forty-seven centres were
started including twenty-one in rural areas.
Bombay State initially did not join the main
stream of the National Family Planning Pro-
gramme. However, a grant for one urban clinic in
Nagpur was issued by the Government of India
to Bombay State. Presumably, that clinic was
restricted to give advice on safe periods only. A
Grants Committee with Director General of
Health Services as Chairman was appointed in
May 1954. This did expedite provision of finan-
cial assistance in some cases. But generally the
slow pace of issuing grants continued.

To prevent advertisement of pills.and potions
which could be ineffective or harmful or both,
Statutory action was proposed. A provision was
made in Drugs and Magic Remedies (Objec-
tionable Advertisement) Act, 1954 forcontrolling
objectionable advertisements.

Financial assistance was given to the Indian
Cancer Research Cenire (ICRC), Bombay, for
establishing a Contraceptive Testing Unit. The
ICRC was established in December 1952 by the
Ministry of Health, Government of India in col-

‘laboration with Sir Dorabji Tata Trustin Bombay.

It already had departments of pathology,
experimental  biology, bio-physics, bio-
chemistry, human variation and statistics. The
contraceptive unit developed chemistry, bio-
chemistry, biology and medical sections and later
(September 1956) its own clinic in Naigaum area
for field trials of contraceptives. There was at that
time an approved list of contraceptives issued by
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a medical committee of the Family Planning
Association, London. It was, however, felt that
wholesale adoption of one or more types of
contraceptives used abroad widely might not be
desirable, as the conditions in India both climatic
and otherwise were different. The contraceptives
were placed in three categories, viz., (i) those
found to have satisfactory physical properties to
reach the required level of spermicidal efficiency
in laboratory tests and to satisfy the criteria for
harmlessness in the short term harmlessness test
(24 hour cap test:) (ii) Foam tablets which satisfy
keeping qualities for unsealed tubes at 80 per cent
humidity for 3 months: contraceptives which had
reachedthe required level of spermicidal tests and
which were found reliable and harmless by pro-
longed use: and (iii) Contraceptives approved by
the Family Planning Association, London
(approved provisionally for use). A standing
committee was formed in 1951 for determining
the procedure to be adopted for testing contra-
ceptives and for recommending approved con-
traceptives to the Government.,

Besides making available approved contra-
ceptives, serious consideration was given to their
manufacture in the country and to promote
improvements in contraceptive technology,
although on a limited scale.

The FPRPC had also recommended the setting
upof family planning training centres for doctors,
social workers, voluntary workers and local
leaders. The first centre to be started was at
Bombay in March 1957, called the Family Plan-
ning Training and Research Centre, The courses
of instruction developed at this centre besides
birth control included subjects like sex education,
marriage guidance and counselling, dynamics of
human behaviour, etc. The services provided
included not only a family planning clinic and a
MCH centre, but a well baby clinic and a day-care
centre for children.

Two doctors, associated with rhythm study
were sent for higher training in public health to
the University of North Carolina in U.S.A. On
their return to India, a Family Planning clinic was
set up in New Delhi which was developed as a
model urban clinic and a Family Planning Dem-
onstration, Training and Experimental Centre
was developed in Ramanagaram, Kamataka,

DEVELOPMENT OF POPULATION POLICY IN INDIA

39

which became a major centre {or training persons
required to work in rural areas. The educational
programme was on a low gear, perhaps because
of the unresolved problem of the precise message
to be conveyed and the apprehension that edu-
cation programme withoutavailability of services
would adversely affect credibility of the
programme. Ministry of Information and
Broadcasting produced two films on family
planning and nine films were obtained from other
sources. Seventy thousand posters and twenty
thousand folders were printed and distributed
mainly to satisfy frequent demand for such
material.

Proposals for Demo graphic Studies and Council
Jor Population Studies

The Sub-Committee on Demographic Studies
had started functioning from March 1954,
Recognising the need for setting up of an orga-
nisation for promoting concerted, co-ordinated
and planned studies in population problem, it was
suggested that an independent and autonomous
Council for Population Studies should be set up
with financial support from the Government, but
Government control was limited to matters of
audit. The composition of the Council suggested
was: selected non-official institutions engaged or
proposing to engage in population research,
representatives of Ministries and other offices of
the Central Government interested in population
research and selected individuals who would be
experts in one or other aspect of population
problem.

The proposed functions of the Council were:

(iXto promote research on selected aspects of
population problem, develop institutions in dif-
ferent parts of the country and support them with
adequate financial assistance, technique and
guidance where needed,

(ii)to hold seminars, conferences and discussion
groups on various aspects of the population
problem,

(iif)to promote and finance the setting up of
research and training sections in demographic
studies in the selected universities and research
institutions in the country, and
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(iv)to promote the training of research workers
in demographic studies by award of scholarships,
fellowships, etc., to selected individuals for study
either in India or abroad and also if necessary
special training programmes. [Ministry of Health,
1955]

The sub-committee also agreed that ad-hoc
surveys should be taken up by Universities and
research institutions to obtain reliable data on
fertility and mortality patterns in sclected rural
and urban areas and their relation to socio-
economic characteristics of the families con-
cerned, Institutions, who could undertake such
studies were also identified [Ministry of Health,
1956(b)1. It was agreed that in the first instance
four demographic study centres, should be
established one each atIndian Statistical Institute,

Calcutta, All India Institute of Hygiene & Public
Health, Calcutta, School of Economics, Delhiand
Gokhale Institute of Politics and Economics,
Pune [Ministry of Health, 1956(c)]. The field
studies actually carried out or commenced during
this period pertained to(i) Rhythm method at Lodi
Colony (New Delhi) and Ramanagaram (Karmna-
taka) from May 1952 to March 1955; (ii) Analysis
and tabulation of fertility data collected during
National Sample Survey, Indian Statistical
Institute, Calcutta; (iii) Demographic Research
by Gokhale Institute of Politics and Economics
started in June 1954 to obtain demographic data
necessary to compute fertility ratesand if possible
mortality rates, to collect information regarding
socio-economic determinants of these rates, and
to assess the attitudes towards family planning in
general and in favourable cases, the acceptability
of different contraceptive methods and means;
(iv) Sample survey in Patna to assess the fertility
and mortality rates and (v) Multi-purpose Family
Planning Research Project, JK Institute of
Sociology and Human Relations, Lucknow.
These studies supplemented useful information
from studies already available such as those
carried out in Bengal during 1947-1949 (Bally-
gunge upper middle class urban, Banitola lower
middle class urban and Singur rural), Census
1951 and Mysore Population Study 1952.

Proposal for Family Planning Organisation with
Autonomous Status

These developments took place under several
organisational constraints. There were long
delays in implementing the FPRPC proposals,
despite the formation of the Grants Committee.
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The proposals approved by the Grants Committee
had to go for approval to the Ministries of Health
and Finance despite the fact that their repre-
sentatives were members of the Committee. After
final sanction wasreceived from the Government,
further delays occurred before the money actually
became available as it took some time for the
transfer of funds by Accountant General of the
areas in which the sponsors of the scheme were
situated. The FPRPC therefore, in their fourth
meeting in April 1955 made the following sug-
gestions for early approval of the Government of
India:

(i)"The family planning research and pro-
gramme committee should be made an autono-
mous body so that family planning activities and
studies of various aspects of the population
problem may be developed on a broad basis and
with as little delay as possible. By conferring on
it the required measure of autonomy the com-
mittee will be enabled to sanction expenditure, to
create posts and toselect suitable persons for these
posts. The Committee should be responsible for
administration of funds made available for family
planning in the present and subsequent Five Year
Plans. The Committee will submit its annual
budget to the Ministry of Health for sanctioning
the amount as grant.

(ii)In order to assist the Committee in regard to
financial matters, a representative of the
Department of Finance with the status of a Joint
Secretary should be added to its membership.

(iii)The Committee should appoint a Finance
Sub-Committee for scrutinising the financial
aspects of all the proposals taken up for consid-
eration. The representative of the Ministry of
Finance should be a member of this Sub-
Committee,

(iv) With such advice on financial matters, as
the officer gives, the approval of the Committee
should mark the final stage of sanction for all
proposals. As a safeguard found to protect the
interest of the Government of India, it is proposed
that in any case in which the representative of
Ministry of Finance does not accept the view of
the majority of the Committee, the matter should
be referred to the Government for a decision.
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(v)The Committee should appoint a Recruit-
ment Sub-Committee from amongst its members
forthe selection of suitable candidates to the posts
it creates. The recommendation of the Recruit-
ment Sub-Committee must be approved by the
Committee before they are put into effect.

(vi)The committee may co-opt as and when
nccessary suitable persons for rendering assis-
lance towards the proper selection of candidates
for specific posts.”

The proposal to give autonomous status 1o
FPRPC was not approved by the Government of
India.

Leona Baumgartner and Notestein Mission

The constraints, organisational and others, in
effective implementation of family planning
programme and the slow pace of progress caused
anxiety. National voluntary organisations were
doing their best, but their resources were limited
and flow of funds to them was tardy. In 1954, in
collaboration with the Ford Foundation and the
Rockfeller Foundation, the Population Council,
New York, agreed to sponsor a Mission com-

“prising Leona Baumgartner, the Commissioner
Hcalth, New York city and Frank W. Notestein
the Head of the Demographic Centre at Princeton
to examine the possibility of developing an
autonomous non-government Family Planning
organisation.

The Mission suggested that there were several
forms which an organisation having necessary
authority and staff could take. One that would
seem likely to be effective and appeared to have
supportinthe Ministry of Health and among other
leaders was the semi-autonomous organisation
somewhat analogous to the Indian Council of
Medical Research. This could, for example, be a
council for Family Planning or a Family Planning
Board. There were several possibilities for the
organisation of such a Board. One possibility that
appeared likely to be successful would be the
creation of a rather small Board, limited to fewer
than ten members including senior officers from
the Ministries of Health and Finance and from
Community Development Project and otherwise
composed of eminent persons of public standing
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whose interest in the field were not mainly pro-
fessional. Such a Board should be responsible for
the formulation of broad policy and for its
implementation. The Board should be served by
a moderate sized, competent and full time staff
and should have available to it and to its staff the
assistance of one or more scientific advisory
committee composed of persons such as those that
had already served well on the Family Planning
Committee on Research and Programmes.

On population research the Mission stated that
"Eventually India needs several centres that are
able to undertake both advanced training and
advanced rescarch, but the immediate need is for
one such centre. It should not only have appro-
priate academic affiliation but also be given
considerable autonomy under the direction of a
governing body, have the possibility of close
liaison with medical biological work, be directed
by a fully experienced demographer and have a
staff on which skills of public health, sociology,
social psychology, economic and statistical
methods are represented and take part ‘in the
design of a limited number of field trials in family
planning and be given assistance in the collection
of information necessary for their evaluation™.

A detailed proposal for a centre for Demo-
graphic Training and Research by Notestein was
also included in the Mission’s Report.

On methods of birth control, the Mission
observed that "at present, the most practical
procedure would be to concentrate on stimulating
the use of rhythm and coitus interruption (sepa-
rately or in combination with foam tablet)
Eventually they might be supplemented by other
simple methods as experience dictates”.

Other recommendations of the Mission
included strengthening professional staff at the
Central and State levels by the addition of well
qualified personnel particularly those oriented to
take care of children and preventive measures;
setting specific goals and devising programmes
for training including inservice training for the
existing and projected staff; stimulating the use
of opportunities for training and service in pre-
ventive pacdiatrics at many creches and nurseries
operating for the children of industrial workers
and other establishments caring for children;
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promoting establishment of paediatrics depart-
ments and child health institutions in medical
teaching institution; appointing well qualified
healtheducators to senior posts; searching outand
recruiting for Government programmes younger
physicians with some training in paediatrics and
an interest in preventive pacdiatrics and social
medicine and working towards a closer integra-
tion of maternal and child welfare and general
health services [Baumgartner & Notestein, 1955].
The major outcome of the Mission’s recom-
mendations were: formation of the Central
Family Planning Board, establishment of one
demographic training and research centre, and
introduction of foam tablets for use on a wide
scale. Several proposals of the FPRPC were
dropped. Notable amongst them was establish-
mentof an autonomous demographic training and
research council. The Mission’s report to some
extent stimulated support for building a Family
Planning and maternal and child health organi-
sation, and paediatrics training and services.

Community Development

On Qctober 2, 1952, the Community Devel-
opment Programme was launched in 55 project
areas "to generate a process of transformation of
social and economic life of villages", Primary
health units and centres formed animportant part
of Community Development activities. Each of
the 55 projects covered three blocks, each block
had 100 villages with a population of about
66,000. The Primary Health Centre formed the
main hub of health activities. Its headquarters
with a Medical Officer, a Sanitary Inspector, a
Public Health Nurse, a Lady Health Visitor, a

Public Health Oriented Nurse, acompounder, and
~ three others, was located at the headquarters of
the CD Block. It had three sub-centres with a
Midwife/ANM in each. The Bhore Commitiee
had recommended that serious consideration
should be given to provide at least one Medical
Officer for every 20,000-30,000 people, a Public
Hcalth Nurse or health visitor for every 500
people, a Sanitary Inspector forevery 10,000 and
a midwife for 100 births, It will be seen that the
provision made was far below the absolute
minimum recommended by the Bhore Commitee,
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Lack of appreciation of the Bhore Committee
recommendations, competing demands of vari-
ous sectors, financial constraints, shortage of
trained personnel and unwillingness of doctorsto
work in rural areas secem to have led to the staffing
pattern finally adopted.

Social Welfare

The objectives of social welfare were defined
as: "the attainment of social health which implies
the realisation of such objectives as adequate
living standards, the assurance of social justice,
opportunities for cultural development through
individual and group self-expression and read-
justment of human relations leading to social
harmony". Social education formed an important
part of social welfare programmes including
general information on subjects like family rela-
tionships, family planning, mental hygiene,
domestic economy, mother crafts and home
crafts. The Central and State social welfare
Boards were formed to mobilise activities of
several thousand voluntary organisations for
welfare of women and children. Among other
activities, welfare extension projects were started,
each serving some 25 villages and providing
maternity and child health services, craft classes,
social education for women and care of children
through balwadis." Mahila Mandals (Women’s
clubs) were formed. The above mentioned and
other projects were later handed over to Mahila
Mandals with financial assistance from Central
Social Welfare Board. New categories of social
workers (Gram Sewaks) and child welfare
workers (Bal Sewaks) were emerging on the rural
scene. The community development and social
welfare programmes had an important bearing on
family planning programmes.

The Second Five Year Plan (1956-1961)

The Second Five Year Plan included further
extensionof Family Planning advice and services,
establishment and maintenance of a number of
centres for training of personnel, development of
abroad based programme of education in family
planning which included in its scope sex educa-
tion, marriage counselling and child guidance;
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research into biological and medical aspects of
reproduction, demographic research, studies on
communication and motivation, arrangements for
inspection, and guidance of the work done by
different agencies, governmental and non-
.governmental, to whom financial assistance
would be given, development of evaluation
system and reporting of progress. The Plan stip-
ulated establishment of a Central Organisation
and formation of Central Board (more or less
autonomous in working) [Planning Commission,
1956].

In July 1956, the Government of India decided
to establish the Demographic Training and
ResearchCentre in Bombay. The decision to form
a Central Family Planning Board (CFPB) was
also taken. On September 1, 1956, the CFPB was
formed, advisory in function, and mot with
semi-autonomous status.

At the commencement of the Plan, the Family
Planning programme was being looked after by
the Advisor, Health Programmes, Planning
Commission. The Ministry of Health decided to
strengthen the Central Family Planning Organi-
sation and appoint an officer designated Director,
Family Planning, who could spend his whole time
to the development of the programme in the
country.

The Central Family Planning Board
(CFPB)was sanctioned, but had not met. There
were no such boards or committees functioning
in States other than Bihar (committee was func-
tioning since 1954) and Madras (board was
formed on July 18, 1956). There was virtual
absence of family planning organisation in most
states,except in Madras where the Family Plan-
ning Board was very active. The building of
minimum supporting staff at the Centre and States
and establishing support from different sections
within the Heaith Ministry, Directorate General
of Health Services and ‘State Health Department
were matters of high priority. With formation of
the CFPB, the FPRPC Committee and its expert
sub-committees were abolished.

The urgent proposals for consideration of the
CFPB were prepared hurriedly, the first meeting
of CFPB was held on October 27, 1956. Two
recommendations among others were made at the
first meeting-one to form an executive committee
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(a standing committee) in the Ministry of Health
to scrutinise various proposals and another,
appointment of Family Planning Officers at State
Headquarters (in the office of State Directors of
Health Services). A standing committee was
formed on January 2, 1957. Secretary, Ministry
of Health (as Chairman), Chairman, Central
Social Welfare Board, and President, Family
Planning Association of India, were among its
members.

Health and Family Planning is a ‘State subject’.
States were not represented on CFPB at that time.
Article 263 of the Constitution of India provided
for establishment of a council by the President of
India for making recommendations on subjects of
common interest. Accordingly, the Central and
State Health Ministers at their conference held in
1950 recommended formation of a Central Health
Council. The Presidential order establishing the
Central Health Council was issued on August 9,
1952. A few months after the first meeting of the
CFPB, the subject of family planning was dis-
cussed for the first time by the Central Health
Council (at its fifth meeting) in December 1956.
This accelerated the pace of formation of family
planning boards and appointment of Family
Planning Officers in States. The State Govern-
ments were requested to appoint State Family
Planning Officers (FPOs). The Government of
India offered to provide the entire expenditure for
these posts. A focal point was thus established in
each State to develop the family planning pro-
gramme. But the development of the programme
was seriously limited by weaknesses in the health
infrastructure at the Centre and States, and virtual
absence in most places of matemity and child
health services--the base on which family plan-
ning programme was to be developed.

Mudaliar Committee

There was some hope that further resources
might be provided to implement the recom-
mendations of the Bhore Committee as they were
still accepted as a guideline. This hope was
dampened by the recommendation of the Health
Survey and Planning Committee (Chairman, A.LL.
Mudaliar). The Mudaliar Committee was formed
in 1959, with the following terms of reference: (i)
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Assessment in the field of medical relief and
Public Health since the submission of the Health
Survey and Development Committee Report
(Bhore Committee); (ii) Review of the health
projects under the First and Second Five Year
Plans; and (iii) Formulation of recommendations
for the future plan of health development in the
country. The Mudaliar Committee instead of
strongly recommending expansion of primary
health care suggested consolidation of primary
health care (not expansion), and large inputs in
hospitals and medical education system [Ministry
of Health, 1961(a)].

The selective approach of Mudaliar Committee
and also inadequate financial allocation for health
services as a whole retarded the expansion of
primary health care. Consequently the expansion
of delivery of family planning services was
seriously affected, as it was primarily based on
Primary Health Centres in Community Devel-
opment Blocks in rural areas and maternal and
child health centres in urban areas.

Family Planning Services

In the existing situation, two alternatives were
available for developing the delivery of family
planning services, viz., to provide aseparate team
of workers for family planning or to add addi-
tional personnel as integral part of MCH Cen-
tres/Primary Health Centres under MCH
Community Development programmes for
assuming additional family planning responsibi-
lities. The existing maternal and child health
centres/PHC centres/other centres in health
institution could then deliver family planning
services as their normal activity. The MCH
Advisor strongly opposed provision of a separate
family planning team which would create two
administrative hierarchies and make MCH - FP
integration difficult. The arguments in favour of
separate tcam of workers were that the maternal
and child health services were weak and non-
existent in many places; Primary Health Centre
sanctioned staff was much below the actual needs,
there were budgetary and other constraints to
increase the staff of MCH/PHC Centre and the
overwhelming demand for maternal and child
health and curative services could tend to the
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neglect of actual family planning services. The
major deciding factors influencing the decision
were that increased budgetary provision for MCH
appeared difficult and there were pressures to
have a separate family planning organisation. It
was decided to provide separate family planning
teams. It was, however, insisted that the separate
family planning team should be considered as a
supplement to the existing staff to work as an
integrated MCH/PHC and family planning tcam.
Administratively family planning staff in the
Primary Health Centre was placed under the
medical officer-in-charge of PHC.

The number of family planning workers, to
supplement the health staff, gradually increased.
The work load for family planning in rural areas
was not known. There were (and still are) also
difficulties of finding doctors willing to work in
rural areas. Initially, therefore, one worker (social
worker or Health Visitor or Field family welfare -
worker) was provided to strengthen the staff of
Primary Health Centres. Two pilotcentres in each
State were authorised with a woman Medical
Officer. Provision for accommodation for addi-
tional staff along with four other staff of PHC was
also made. In the urban areas staffing pattern for
family planning centre was: One lady doctor and
one part time male doctor, one Health Visitor and
field worker, one attendant, one male and one
female social worker. All contraceptives in both
rural and urban centres were authorised for free
issue to those with income below Rs.100 p.m., at
half the rate to those with income between Rs.100
-200 pm. and at full rates to those with income
above Rs.200 p.m. Condoms and foam tablets
were issued free irrespective of income.

By November 1958, 675 family planning cen-
tres/clinics were operating: 586 (452 rural and 34
wban) by State Governments, 20 (all urban) by
local bodies and 69 (48 urban and 21 rural) by
voluntary organisations. The slow pace of
development of primary health care in the rural
area, unwillingness of doctors to work in rural
areas and difficulties in finding qualified para-
medical personnel continued to cause concern.
The experience showed that the MCH Adviser
was right. The separate family planning team,
created two administrative hierarchies, and
influenced the perception of roles of MCH and
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FP workers, created situations in which one or the
other service was neglected. Difficulties to
develop them as a fully integrated team were
faced. The attempts to keep family planning as a
part of MCH gradually diminished. Information
on family planning methods which did notrequire
medical consultation was disseminated and
advice on family planning at every hospital,
- dispensary, primary health centre, maternity and
child health centre and other health insitution was
provided, to varying extent in different parts of
the country. The 1959 Report of the Directorate
General Health Services indicates that the aim
was to impart knowledge on the subject to the
maximum number of persons in the shortest time
and to develop family planning as family welfare
service and to motivate a large number of vol-
untary social workers in organised groups at all
levels, State, District, Tehsil and Village.

A major change in the family planning pro-
gramme took place in 1957, when sterilisation
operation was officially approved as a method of
birth control in the country. Sterilisation soon
assumed a central place in the family planning
programme in India and subsequently in other
countries.

Further developments took place in training
strategy. A training programme was launched and
developed on a large scale including (i) a centre
for training potential instructors: (ii) a rural
training, demonstration and experimental centre:
(iii) training teams: (iv) development of selected
clinics into regional training centres: (v) regional
training centres for family welfare workers: (vi)
ad-hoc training centres for family welfare work-
ers: (vii) ad-hoc training courses of short duration
wherever trained personnel and clinical material
was available: and (viii) incorporation of family
planning in normal training programmes of
teaching institutions for doctors and medical
auxilliaries: (ix) fellowship programme for stu-
dies in India and abroad in the field of health,
medical, biological, demographic research and
communication. The fellowships for training
abroad were offered by the Ford Foundation and
Population Council.
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The education programme was gradually fur-
ther expanded. It included: (i) scheme to collect
detailed information of the factors which were
responsible for attitudes, belief and behaviour
patterns and on the profile of couples in three
groups ~ with favourable, unfavourable and
ambivalentattitudes towards family planning: (ii)
identification of natural groups and natural group
leaders and use of these leaders as a channel of
communication: (iii) preparation and facility of
basic materials and methods for (a) mass com-
munication (b) community education (c)
imparting specific technical knowledge and skills
and (iv) formation of mobile teams including a
health educator, and a physician with a view to
training voluntary family planning educators
(Pracharaks). The Central Health Education
Bureau was developed about this time. This
considerably helped in shifting focus from pub-
licity to education.

At this stage, reinforcement to family planning
information, education and communication pro-
gramme was provided by the Ford Foundation
given in the form of ‘research-cum-action grant’
in support of family planning communication.
The objectives of the communication-cum-action
research programme were: to provide better
understanding of basic factors which influenced
the acceptance of family planning, to collect and
make available relevant knowledge and experi-
ence for improving educational aspects of the
programme and to apply such knowledge and
skills on developing, testing and demonstrating
improved pattern of programme operation. Pilot
projects of various types materialised at several
institutions. These projects became a source of
objective observation and fresh ideas about dif-
ferent problems of programme implementation;
and became field laboratories for working out and
evaluating improved educational and organisa-
tional methods. The activities of action- research
communication projects were co-ordinated and
guided by Action-Research Communication
Commiitee with Professor P.C. Mahalanobis as
Chairman.
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Research activities in demographic, medical
and biological fields were extended. The demo-
graphic research centres were developed in
Bombay (DTRC), Calcutta (ISI), Delhi (Delhi
School of Economics later shifted to Institute of
Economic Growth) and Trivandrum (Department
of Statistics). Latera demographicresearchcentre
was established in Dharwar. Financial support
was given for research to other institutions not-
ably Gokhale Institute of Politics and Economics,
Pune. The demographic research was coordinated
and developed by the Demographic Advisory
Committee with Professor V.K.R.V. Rao as
Chairman, Both applied and basic research in
medical and biological aspect of reproduction
was promoted. The former, in the beginning,
mainly at the contraceptive tesiing unit at the
Indian Cancer Research Centre, Bombay, later
also at All India Institute of Hygiene and Public
Health, Calcutta and Central Family Planning
Institute, New Delhi, Central Drug Research
Institute, Lucknow, Zoological Department of
Delhi University, Banaras Hindu University,
several medical colleges and other institutions.
The bio-medical research was mainly carried
under auspices of Indian Council of Medical
Research guided by an Advisory Committee with
Dr. VR. Khanolker as Chairman. Director,
Family Planning was member secretary of all the
Advisory committees.

In 1960, a Population Council was formed with
committees on Census and Vital Statistics;
demographic studies; and social & economic
studies. Home Ministrer Govind Ballabh Pant
was Chairman of the Council and Health Minister
and Professor Mahalanobis were Vice-Chairmen.
The Council was short lived.

The strategy for research in human reproduction
had five major components: (i) to look for support
of experienced researchers and institutions; (ii) to
develop centres forreproductive biology research
around them,; (iii) to train promising young per-
sons; (iv) to provide support as necded by indi-
vidual scientists; and (v) to conduct urgent
comparable collaborative studies. Population
Council, New York provided valuable support in
research in human reproduction. At a later stage
World Health Organisation provided notable
support.
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While the programmes expanded, the organi-
sation remained thin. Despite all the administra-
tive support, the rules and regulations especially
concerning financial matters were often
frustrating.

By the end of 1958, Family Planning Boards
had been formed in most of the States. The family
planning officershad also been appointed inmany
States. The family planning work was being
looked after by the Matemity and Child Health
Officer in those States where family planning
officers had not been appointed [Ministry of
Health, 1961(c)].

The next step was to develop family planning
organisation at District level. In February 1960,
the State Governments were requested to form
District Family Planning Committees (as a sub-
committee of the District Development Council
wherever they had been formed) with District
Magistrate/Collector as Chairman, Civil Sur-
geon, District Medical Officer of Health, repre-
sentatives of Social Welfare Board, All India
Women’s Conference, Family Planning
Association of India, the Community Develop-
ment organisation, prominent welfare organisa-
tions and social workers as members and the
officer-in-charge of State Family Planning
Centres at the District Hospital as member-
secretary. The Government of India offered
financial assistance to cover secretarial and
contingent expenditure. :

A nation-wide infrastructure for management
and delivery of services, training, education,
demographic  communication, bio-medical
research and evaluation was further developed. A
beginning was made to develop strategies for
peoples’ participation, Distinction between pub-
licity and education was emphasised. Public
minded persons in States and Districts were
appointed as honorary family planning education
leaders. By the end of the Second Plan village
leaders’ orientation camps were started. The
number of centres delivering services increased
from one hundred and forty seven to four thou-
sand one hundred and sixty five. Despite the
increase in number of Family Planning Centres,
services could not reach a large number of fam-
ilies especially in rural areas because of inade-
quate health infrastructure. The staff at the
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existing centres were urged to spend most of their
time in the field and to help organise local groups
and mothers’ clubs with assistance of community
leaders. Great stress was laid on enrolment of
honorary village local leaders--the Pariwar
Kalyan Sahayaks and Sahayakas. One of the
criticisms of the strategy adopted during this
period, with some justification, had been that the
message of 2-3 Child family was disseminated
throughout the country, irrespective of readiness
of the people in many places to adopt suchanorm.
Another weakness often observed was that ser-
vices did not keep pace with educational activi-
ties.

The major functions of the family planning
organisation of the Ministry of Health evolved
during this period may be summarised as stated
below:

(i)Technical leadership and guidance including
planning, research (communication and motiva-
tion, demographic, medical and biological fields)
training, consultation services, and pilot projects.

(ii)Mobilisation of public opinion in favour of
family planning and family planning practices.

(iit)Supply of material and equipment needed
for operation of the programme, including edu-
cational material, contraceptives (production,
storage and distribution), etc.

(iv)Scheme for provision of skilled personnel
like fellowship programme for training in dif-
ferent fields both in India and abroad, developing
a pool of scientific personnel.

(v)Development of infrastructure for the pro-
gramme,

(vi)Financial assistance to State Governments,
Local Bodies and voluntary organisation to sup-
port information, education and communication,
delivery of services training and research
activities.

(vii)Co-ordination of family planning pro-
gramme throughout the country.

(viti)Evaluation of each aspect of the Pro-
gramme, :

(ix)Support for development of institutions
with qualities of excellence and permanence
which can seck and strive to advance knowledge
related toeducational, social, medical, biological,
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demographic, statistical, organisational, mana-
gerial and supply aspects of the national family
planning programme.

(x)Measures to develop the strategies for peo-
ple’s participation at grass-roots

The Third Five Year Plan

The plan again laid emphasis on "intensive
education, provision of facilities and advice on
the largest scale possible and wide spread popular
effort in every rural and urban community. The
integration of family planning with the medical
and health services especially maternal and child
health was again stressed. The expanded bio-
medical research programme in the Plan
included: human genetics, physiology of
reproduction, a suitable oral contraceptive and
more effective local contraceptive and follow up
of sterilization cases. Another dimension added
in the plan was "social policies", viz., education
of women, raising the age of marriage, giving
advice on sex and family life, education and
advice on such other measures as may be neces-
sary to promote the welfare of the family [Plan-
ning Commission, 1962(a)].

.On June 17, 1961 the Ministry of Health con-
stituted a Committee to stady the question of
family planning orientation courses for all
categories of personnel with Secretary, Ministry
of Health as Chairman. The committee suggested
that the orientation in family planning might be
integrated with the courses of instruction carried
out by the Community Development organisa-
tions to train Gram Sevak/Sevikas, Gram
Lakshmi, Social Education organisers, Block
Development Officers, etc. Persons undertaking
teachers training courses could also be given
orientation at various stages. The Commitice
recommended that orientation could be extended
to:

(a)Moulders of Public Policy, Planners, Leg-
islators and Honorary Family Planning Education
Leaders;

(b)Administrators: (i) senior administrator, (ii)
junior officials in administrative posts under the
Central and State Govemments especially in
Revenue, Agriculture, Education and Commu-
nity Development Departments;
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(c)Members of Panchayat Raj Institutions and
Mahila Mandals;

(d)Local Leaders;

(e)Extension workers;

(f)School teachers;

(g)All medical, para-medical and medical
auxiliaries already employed by State Govern-
ment, Local Bodies and Voluntary organisations
with special attention being given to the village
dais and sanitary inspectors;

(h)All persons under training at medical col-
leges and medical training institutions for para-
medical personnel and medical auxiliaries;
(i)Private medical practitioners;

(j)Instructors of Training Centres;

(k)Social scientists and those under training in
the social welfare schemes or institutions (such
as schools of social work); and

(DEmployees and workers organisation.[Mi-
nistry of Health,1963].

A notable decision to promote further people’s
participation was taken by CFPB. The Board
recommended establishment of Family Planning
Committees at village level. Approval of the
Government of India was conveyed to State
Governments in September 1961. In the com-
munication to State Governments, Ministry of
Health emphasised that family planning being a

part of education for a fuller and better life must.

be inter-woven into all constructive endeavours
directed towards raising the standard of living.
Family Planning work in rural areas should be
co-ordinated with activities of Primary Health
Centre, Social Welfare Board and Education,
Agriculture and other Departments. Panchayats,
gram-sevaks, gram-sevakas, social welfare
organisers, MCH staff should be entrusted with
family planning education. Enrolment of volun-
tary workers (Pariwar Kalyan Sahayak and
Sahayaka) should be promoted. The CFPB also
recommended greater involvement of Dais (tra-
ditional birth attendants) in Family Planning
Programme [Ministry of Health, 1961(b)).
Administrative problems continued to cause
anxiety. The Central Family Planning Board in
their meeting on December 12,1961 atNew Delhi
recommended that "a stage has been reached for
the setting up of an implementing agency with
adequate administration and financial authority
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and. recommends that a full-fledged Family
Planning Department should be established at the
centre and a Family Planning Directorate/De-
partment in each State”. On July 2, 1962 the
Central Family Planning Board wasinformed that
"itis not proposed at present to set up a separate
Department of Family Planning, but the Ministry
had under consideration proposals to strengthen
the Family Planning Organisation at the Centre.
The State Governments have been requested to
take necessary action inas far as the establishment
of a Family Planning Directorate or Department
in the States is concemed. The Government of
India offered assistance to the State Government
for appointment of the following staff in the State
Directorate of Health Services for implementing
the Family Planning programme: one Health
educator, one statistician/statistical assistant, one
Stenographer/PA, one superintendent/head clerk,
one Assistant/UDC and three Lower Division
Clerks."

Reconstitution of CFPB

Initially, Health Ministers of five States were
added to the CFPB. Later at the suggestion of the
Health Secretary, the CFPB recommended thatall
State Health Ministers should be members of the
Board. The CFPB was accordingly reconstituted
togive representation to Lok Sabha, Rajya Sabha,
all the State Governments, the Planning Com-
mission, the Ministries and Organisations closely
associated with family planning programme, the
Chairmen of Expert Committees and. scientists.
The first meeting of the reconstituted Board was
held in April 1963.

Family Welfare Planning

By this time the term family planning had
become a euphemism for ‘birth control’. The
extreme distortion of scope of family planning
was its identification with ‘sterilization pro-
gramme’. Such adevelopment causedanxiety and
attempts were made to revive the scope of family
planning laid down by FPRPC in the 1950s. One
of the suggestions made was to change the name
of the programme to Kutumb Kalyan or Parivar
Kalyan. The Family Planning Association of
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India called their first centre as Kutumb Kalyan
Kendra and their journal (subsidised by Ministry
of Health and Family Planning) as Family Wel-
fare. Several objections were raised during the
consideration of adopting such a change:
‘welfare’ being a very wide concept and there
were welfare organisations dealing with child
welfare, women’s welfare, labour welfare, social
welfare and so on. A compromise was rcached. It
was agreed not to change the names of training
and research institutions and the Ministry but the
centresdelivering services could be called Family
Welfare Centres. On the advice of the Planning
Commission it was finally decided to change the
name of family planning centres to Family Wel-
fare Planning Centres (Pariwar Kalyan Nyojan
Kendras), providing a package of maternal and
child health, nutritional, family limitation and
other allied services. This change in name of
centres was adopted throughout the country on
the advice of Ministry of Health.

The broad based activities spelt out by the
FPRPC were, however, provided in a few places
only such as the centre of the Family Planning
Association of India, Family Planning Training
and Research Centre, Bombay, and Central
Family Planning Institute (CFPI), Delhi. The
CFPI provided family limitation, MCH family
life education and marriage counselling, infer-
tility, genetics and reproductive endocrinology
services. It was hoped that trainces from these
centres would provide services envisaged in
changing the name of centres, The Ministry of
Health was committed to integration of family
limitation, maternal and child health and nutri-
tion. The pace of integration was slow, often
absent. The difficulties were both perceptual and
rcal. Some programme personnel felt that inte-
gration would dilute family planning efforts. The
pace of development of maternity and child health
infrastructure was slow. At the organisational
level maternal and child health officials were not
given the position in the health hierarchy com-
mensurate with their responsibility and impor-
tance of their programme. The integration of
maternal and child health and family planning
(family limitation) thus varied widely in different
parts of the country. The main feature of the
programme was: delivery of services through
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home visits by the para-medical personnel and
health and family planning centres/clinics. The
progress was not as expected. This led to devel-
opments in a number of directions, especially the
re-organised family planning programme.

The highlights of the Third Five Year Plan were:
initiation of the developmentof aNational Family
Planning Institute in mid-1960s; the recom-
mendation of the Central Council of Health
meeting at Mahabaleshwar in October 1962 to
undertake pilot Demonstration Districts Pro-
gramme ineach State; establishment of aNational
Institute of Health Administration and Education;
the launching of the Reorganised Family Plan-
ning Programme with extension approach and
appointment of the Committee to study the
question of Legalisation of Abortion in Septem-
ber 1964 with Mr. Shanti Lal Shah as Chairman.

Reorganised Family Planning Programmes

The Reorganised Family Planning Programme
was a notable change in the strategy in the early
1960s. It was a shift from ‘clinics’ to ‘extension
approach’. The ‘clinics’ however were consid-
ered as an important second-echelon supporting
service in the Reorganised Programmes. It may,
therefore, be discussed in some detail.

There were a number of principles on which
the Reorganised Programme was based. The
major among them were:

()The people’s participation docs not imply
extension of programme devised at higher levels.
It means assisting people to discover their own
needs, creating situations in which people make
decisions, set goals, formulate policiesand plans,
implement and evaluate them in the light of their
experience and changing needs, contribute their
labour and resources and share equally the fruits
of their effort;

(i)The effective people’s participation, self-
help and self management require organisational
structure, facilities to acquire knowledge and
skills, mainly through their own social groups,
assisted by professionals; and government func-
tionaries;
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(iii) The population is not a cluster of a number
of persons, but has a social structure. The mem-
bers of a family need to be viewed not only in
terms of age, sex, education, employment and
income, but also social relationships within the
family and the community. The community isnot
homogeneous; a number of groups are recognis-
able based on social, economic, ethnic, religious
and other characteristics;

(iv)The formal leadership in the villages such
asreflected in the Panchayat does not necessarily
always reflect views of all groups in the com-
munity. The formal leadership may represent the
dominant elite or a powerful group with vested
interests; -

(v)The reproductive behaviour is conditioned
by the various characteristics of each group inthe
community, especially social (education and
health), economic, religiousand cultural and their
perception of the attitude of the community
towards such behaviour;

(vi)The birth control practice will be facilitated
if the people feel: that having a small family is
valuable for various personal reasons, know that
it is possible to control births and know the
methods of birthcontrol, know that havinga small
family is a desirable and normal behaviour and
also know that such feelings and behaviour are
shared and supported by the community to which
they belong;

(vii)The Family Planning Programme infra-
structure should be so designed as to maximise
people’s participation and fulfilment of their
needs, to provide free flow of supplies, to deliver
services required within easy reach, to have a
strong component of information, education,
communication and to ensure a two-way infor-
mation system;

(vii)The success of the family planning pro-
gramme is possible if it becomes a people’s
programme, and provides a feed back to
programme managers through an adequate
information system providing two way flow of
communication.

'The experience in different States had brought
out several aspects of the programme which
required immediate atiention. Some of them
were:;
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()Wide gap between expressed desire for
namber of children and actual birth control
practice;

(ii)Information, education and communication
activities for all practical purposes were limited
to the centre or clinic and home visit interviews;
education material produced did not pay suffi-
cient attention to the message they contained,
generally pre-testing was an exception than the
rule; local leaders education camps were
becoming ‘a mechanical affair’ with over- .
emphasis on achieving of "targets" for steriliza-
tion and use of birth control methods and not an
activity to develop the programme as people’s
programme;

(iii)A vailable distribution channels for contra-
ceptives had not been fully exploited;

(iv)The long distance of service centres from
potential users, inconvenience inherent in sup-
plies and services being available at a time not
convenient to the users, lack of privacy and
general environment were posing barriers to avail
of the service provided;

(v)In some places the time when and place
where services were available were not suffi-
ciently known;

(vDintegration of MCH and family planning
services was fragile; in places there were reports
of neglect of MCH services and in others dilution
of family planning services; staff was not fully
oriented with extension techniques: limitation of
surgical beds was tending to delay in undertaking
sterilization operations;

(vii)Monitoring and information system was
weak. The two-way communication (from people
to programme manager, and programme man-
agers to people) was almost absent.

The situation was not uniform. Much depended
on local leadership. The programme could be
energised through (a) improvement of organisa-
tional, managerial, logistics aspects and infor-
mation system: (b) the availability of services and
supplies within easy geographical distance,
without financial, burcaucratic and other barriers
(¢) strengthening infrastructure commensurate
with the work load and guidance and supervisory
staffat all levels, defining job description for each
category of personnel and expanding training
facilities for initial and continuous training
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required to meet the need of the reorganised
programme: (d) making such modifications as
were required, based on experience in the field
and action-research: and developments that may
take place in technology including contraceptive
technology; raising and maintaining morale of
workers.... Theactionin various directionsshould
be aimed at upgrading the quality of service,
workers® job satisfaction giving attention to
emoluments, housing, working environment,
opportunities for further advancement, realistic
work load, maintaining and raising their- self-
esteem.... and (e) supporting the Government
organisation by a chain of voluntary workers at
all levels making family planning a people’s
programme; with skilled help people could thus
take responsibility for educating and metivating
people, and distributing contraceptive material
for planning, implementing and evaluating pro-
gramme through their own institutions such as
women’s and Youth Clubs, Panchayat Samitis,
Village Development Committee and local
groups, and natural local leaders, Parivar Kalyan
Sahayaks and Sahayakas at village level, Family
Planning Education Leaders at Tehsil, District,
Regional and State Levels and Co-ordinating
honorary education leader at the national level.

Based on the above observations, proposals for
reorganising the programme were submitted to
CFPB. The operational goals of the reorganised
programme in the proposal were to create for 90
per cent of married adult population the three
conditions, viz., group acceptance, knowledge of
the value of a smaller family and availability of
contraceptive supplies within easy geographical
distance. A number of organisational principles
were laid down relating to development of
extension wing of the programme, supplies,
medical services, statistical aspects and organi-
sational and administrative support.

The 1962-1963 Report of the Director, Family
Planning stated in the following words: "Devel-
opmentof extension wing: The power inherentin
a group itself to bring about a change in deeply
rooted practice among the members of the group
is greater than the influence of individual
instruction by outsiders... The extension
approach whereby the forces of group pressure
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can be mobilized, involves methods for identi-
fying influential leaders among different sub-
groups of the population, methods for
encouraging them to gain knowledge and take
interest in developing the small family norm
among their group, methods of imparting to them
basic information regarding family planning and
methods of helping them actively to promote
family planning practices among their group. This
approach is not only more effective in bringing
change,butit also allows a single worker toreach
a greater number of people than through primary
individual approach. It is possible to transfer
responsibility, within the family planning and
other programmes, to groups such as health
committee of the panchayat samitis, village
development committees or other groups. With
skilled help, such groups are able to take up
responsibility for educating and activating peo-
ple, distributing contraceptive materials in an
orderly way thus establishing all the basic
conditions that are included among operational
goals of the programme. It is essential to
emphasize the use of male personnel with special
training in extension education methods, for
full4ime work on this programme at various
levels.... The availability of male workers and
their high mobility, will enable the rapid creation
of aneffective network of supervision and support
for the entire programme. This strengthened
organisational structure will also make for better
maintenance and use of audio-visual media and
materials. Use of system of voluntary family
planning education leaders who receive financial
assistance for their work should be such as to
supplement and strengihen the efforts of the
full-time, specially trained and supervised edu-
cational workers employed under the (regular)
official programme. In order to assure
co-ordination this may require that selection of
voluntary educational workers in the districts be
delegated as much as possible to the Zilla Pari-
shads in consultation with the District Family
Planning Officer where they are working."
"Supplies:.... Lack of easy accessibility of the
contraceptives is abarrier tosuccessfuluse by that
fraction of population who want them, and this
dissatisfaction then may prevent the further
spread foruse of contraceptives.... Distribution of
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contraceptive supplies should be arranged widely
through village panchayats, midwives and at
other depot holders, as well as through various
health and rural development workers. For this
purpose and to facilitate distribution through
clinic/centres, record keeping procedures need to
be reviewed and cut to the minimum. For
accounting purposes, checks and surveys should
be sufficiently simple and satisfactory. Com-
mercial distribution of contraceptives is often
preferred by the people themselves. In order to
foster this aspect, strong encouragement needs to
be given to mass manufacture of condoms in
India, to reduce costs. Steps are needed to foster
marketing through commercial channels and
consumer cooperatives.”

"Medical Services: The role of clinics toprovide
second- echelon supporting services needs to be
clearly defined, so that they can best fulfil this
function and so that clinic attendance is not
mistakenly viewed as an indicator of programme
effect. Programme personnel should actively
resist any tendency to refer routinely normal
couples interested in family planning (who can be
successfully handled by the field staff) to clinics
since the education of such couples should be
taking place in the community; avoiding the
development of field activities to stimulate nat-
ural processes of group education will only
weaken the total programme, Special attention
should be given to provide the most convenient
and satisfactory sterilization services. Provision
of these services should not compete with pro-
vision of other services in hospitals and clinics.
In rural areas, ‘the camp’ technique needs all
encouragement, since it provides important group
psychological support to the people and also
facilitates mobilisation of adequate surgical ser-
vices. For clinical services to females, any exis-
ting maternal and child health services should be
one of the important channels for education and
supplies. At the periphery also, multiplication of
auxiliary nurse Midwife personnel will accord-
ingly strengthen the family planning programme.
Because of their enlarged functions, the auxiliary
nurse midwife may be considered to be the basic
Family Welfare Worker",
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"Statistical Aspects: Ultimate evaluation of the
impact of the family planning programme rests
upon detection of trends in fertility indices in
population groups. This type of assessment is
particularly important at this time in order to
observe the relative cffectiveness of different
kinds of ‘package’ approaches that have been
started in various parts of the country. Information
about new births has additional practical impor-
tance at the block level since new mothers are a
key group foreducation in child care and infamily
planning. Health workers also have good oppor-
tunities todetect suchbirths in addition to existing
registrars. It is therefore an essential step to place
a computer (statistical clerk) at Block level to
collect reports of vital statistics from village
registrars and other sources. The family planning
programme network can also be used for for-
warding and compilation of such reports. Other
methods of programme assessment need to be
developed carefully, based on the criteria closely
linked with mass-uptake of family planning
practices. Data for such assessment should be
largely collected by special, periodic studies
rather than attempting to have them collected on
a continuing basis by workers having operational
responsibilities. For this purpose statistical per-
sonnel at District and State levels are essential.”

"Organisational and Administrative Support:
The family planning programme seeks to accel-
erate a mass movement towards smaller families
through the cumulative impact of combination of
measures. For this purpose, a well-knit pro-
gramme organisation is essential. This will
especially require strengthening of staff at State,
District and Block level. At least one trained
extension educator is required in addiiion to a
number of male family planning field workers and
strengthening of peripheral Auxiliary Nurse
Midwife type of staff. There will be a need for
increased attention also to such matters as job
definitions, salary levels, adequate transport,
living accommodation and provision and main-
tenance of audio-visual equipment. Development
of the above organisation will require careful
review and strengthening of training arrange-
ments, according to the needs.” The suggested
staffing pattlern was considered as minimal to
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achieve a National impact: States could supple-
ment itaccording to the needs.... parallel with the
official structure, a network of voluntary workers
and advisory groups at different levels must be
formed and maximum support provided to non-
government organisation to assistand support the
official structure. The major role of the voluntary
family planning educational workers was to
maximise community participation and making
the programme as people’s own programme.

The CFPB in their meeting on April 8, 1963
commended the Family Planning Programme
Report for 1962-1963 containing the above sug-
gestions. The Board recommended strengthening
extension education aspect of the programme
especially, free flow of supplies, indigenous
production of contraceptives and strengthening
administrative machinery at all levels. Ministry
of Health and Family Planning communicated the
recommendations of the Board to the State
Governments in May 1963 and financial sanction
for the Reorganised Programme was granted in
October 1963.

A tentative schedule for the implementation of
the Reorganised Programme was prepared.
According to this schedule, 20 per cent of staff
for rural family planning organisation was to be
completed by September 1964, another 30 per
cent by March 1965 and the remaining 50 per cent
by September 1965 and the entire Reorganised
Programmeinthe country wasto be on the ground
by March 1966.

Uncertainties of Central financial assistance
and constraints of State financial resources
appeared to delay the implementation of the
programme. There were some States who did not
accept the Reorganised programmein its entirety.
Gradually, some of the difficulties like Central
support were ironed out and the Reorganised
Programme was accepted and pace of ihe
implementation increased.

Reinforced Programme

As the efforts were being made to promote the
Reorganised Programme, the United Nation
Advisory Mission visited India in 1965. A notable
suggestion made by the Mission was to launch,
parallel to the Reorganised Programme, "the
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Reinforced Programme”. Three courses of action
were recommended under the reinforced pro-
gramme, viz., energetic loop (IUD) programme,
intensified  sterilization programme  and
promotion of the use of condoms especially
making it widely available through commercial
and other channels.[United Nations, 1966] The
Mission considered the Reorganised Programme
as sound but ambitious, not likely to be
implemented soon. These observations seem to
have shifted the focus from the reorganised pro-
gramme with extension approach to "energetic
loop programme”.:

Mukherjee Committee

The Central Family Planning Council recom-
mended in December 1965 formation of a com-
mittee "to review what additions and changes are
necessary as a result of greatly altered situation
due to IUD having come in the fore-front of the
programme, the staffing pattern, financial pro-
visions, etc. A committee with Shri. B. Mukher-
jee, Secretary, Ministry of Health and Familly
Planning, as Chairman, was set up. The
Committee made recommendations on organi-
sation, manpower, role of voluntary organisations
and financial resources required. The Committee
recommended not only retaining of the infra-
structure under the Reorganised Programme but
its further strengthening. The additional
provisions suggested by the Committee incladed:
appointment of male doctor at the HQ, PHC
where female doctor was not available, one F.P,
Health Assistant for a population of 20,000 and
in difficult terrain the population covered by the
Public Health Assistant could be further reduced
to 15,000 or even 10,000; two Health Visitors in
a C.D. Block, one under PHC Scheme and one
under F.P. Scheme; mobile units, one per district
for Sterilization programme and one TUCD Unit
for 5 to 7.5 lakh population; strengthening the
staff at District level; extension of Honorary
Family Planning Education Programme up to the
Community Development Block; training reserve
for all cadres equal to 8 per cent of the cadre
strength to ensure that personnel would be
released by the State Governments for training,
There were two other recommendations one: an
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Under Secretary/Assistant Secretary (an admin-
istrative service officer) under a Joint Director,
Health Services. Two:  Implementation
Committees at the District level with District
Collector as Chairman [Ministry of Health and
Family Planning, 1966].

Target Oriented and Time Bound Programme

In principle, support continued to be given to
cxtension approach. But in practice, focus on
extension approach gradually faded, before it
took any roots. The ‘target approach’ was readily
understood. In 1966, the Union Health Minister
said in Bangalore: "For [UCD the targets for the
country as a whole have been laid down at 20
insertions per 1000 population in the urban areas
and 10 per 1000 in rural areas. Accordingly, an
overall target of six million [UCD insertions have
been fixed. In respect of sterilization operations,
the target has been calculated on the basis of 2.5
per 1000 of population and has been fixed at 1.23
million for the country” [Ministry of Health and
Family Planning, 1967(a)].

The support to targets concurrently led to
increase in incentives and consideration of dis-
incentives. The incentives continued to be called
as compensation for loss of wages and other
incidental expenditure. The infrastructure was
increased and strengthened in the light of Muk-
herjee Committee recommendations, The provi-
sion of personnel in principle was on the basis of
population. But for a long time in practice it was
on the basis of geographical boundaries of
Community Development Block, Taluk and
District. The initial planning was on the basis of
a Community Development Block with a pop-
ulation of 66,000. But gradually the population of
Community Development Block increased to
about 80,000-1,00,000. The result was that the
work load of Primary Health Centre in a Com-
munity Development Block increased consider-
ably and inevitably quality of service was
affecied. Attempts were gradually made to
provide the staff on the principle of work load.
This took into consideration not only the ratio of
personnel to population, but also distances to be
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covered in places with dispersed population,
difficult terrain and readiness of the local people
to adopt small size family. :

PossibleReasonsfor Collapse of the Reorganised
Programme

The main reason for collapse or erosion of the
Reorganised Programme was over-emphasis and
over reliance on and almost an obsession with
‘targets’. Sufficient time was not given for
orientation of administration at various levels
which was required to implement the programme
in its proper spirit. The report on Evaluation of
the Planning Programme stated that "almost all
the assessment teams observed that people even
at the highest level with the exception of the
Family Planning officers at the State Level did
not have an adequate understanding of the reor-
ganised programme". The views on priority
needed for family planning programme also
varied in different States. The evaluation report
also emphasised that there was a great need in
many areas for some simple educational docu-
ments to help the family planning, as well as the
health workers at all levels to undertake the
special features of Reorganised Family Planning
Programme. Besides this, seminars ‘and discus-
sions at various levels would prove helpful in
promoting better understanding among the staff.
"Every attempt should be made to improve
communication between and among staff at all
levels, as well as between the workers and the
public.” There were other constraints reflected in
theevaluation reportlike questions of programme
and budgetory priorities and administrative pro-
cedures, which appeared to cause delays espe-
cially in the creation and filling of posts. Although
diversion of family planning funds to other
non-plan health expenditure is commonly
reported 10 occur, the Planning Commission and
Ministry of Health were not in a position to
intervene or ascertain the extent of diversion.
"Outmoded record system and accounting pro-
cedures hindered the distribution of supplies”
[Ministry of Health and Family Planning,
1967(b)].
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Family Planning Programme: Evaluation and
Planning Committee

The Central Family Planning Board had rec-
ommended formation of a committee to make a
critical review of the programme and schemes in
the Third Plan period; to assess in the light of the
current trends and other available data, the posi-
tion likely to be reached at the end of the Third
Plan and to formulate proposals for the Fourth
Plan in the perspective, wherever possible, of a
20-year period 1961-1981. The Committec was
formed in July 1963. The committee formed nine
study groups, viz., education, contraceptive
supplies; medical services; bioclogical ‘research;
demographic and social studies, social policy and
legislation; training, relationship between official
and non-official organisations; and programme
organisation, administration and finance. The
recommendations generally conformed with
those in the programme with extension approach.
Under social policy the committee recommended
raising the minimum age of marriage to 18 years
for girls and a sustained and widespread educa-
tional campaign by all social welfare and wom-
en’s organisations for late marriages; registration
of not only births and deaths but also marriages;
dynamic efforts for women’s education and
increased employment opportunities for them,
introduction of welfare services systematically
‘keeping in mind inter-alia their effect on
reducing fear of insecurity in old age’ [Ministry
of Health and Family Planning, 1967(b)].

Annual Plans (1966-1969)

While these recommendations were under
consideration, the proposal for a separate
department for family planning re-surfaced. The
continuing high rate of growth of population and
erosion of gains in social and economic devel-
opment were major factors for restructuring the
administrative machinery. In 1961, the CFPB had
recommended establishment of a Family Plan-
ning Department. An Evaluation Commitiee of
the Planning Commission had made specific
suggestions to upgrade the family planning
organisation headed by a health professional. On
June 7, 1965, the Cabinet had decided that the
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head of the family planning organisation should
be designated Commissioner Family Planning.
The Department of Family Planning in the Health
Ministry was established in 1969 [Ministry of
Heaith and Family Planning, 1972]. Further
strength to the programme was provided by
establishment of the Cabinet Committee with
Prime Minister as Chairman. The Central Family
Planning Council and professional support
through National Institute of Family Planning,
Demographic and Communication Action-
Rescarch Committee, Bio-medical Research
Committee (ICMR) and Institute for Population
Studies (formerly Demographic Training and
Rescarch Centre) continucd. Similar changes in
administration took place in the States.

There were several anomalies in the structure
of the organisation. Appointment of a separate
Secretary for family planning created two
bureaucratic hierarchies. This was soon resolved
by having a single secretary for both the
Departments--Health and Family Planning. The
Commissioner Family Planning responsible for
implementation of the programme, did not have
the Planning Section under him. This was placed
under the Secretariat Wing. Similarly, the Com-
missioner had no direct control over Chief (Me-
dia) and Intelligence and Evaluation section.

The Fourth Five Year Plan (1969-1974)

The pace of the programmes accelerated in the
Fourth Plan. The sterilization target was fixed at
14.9 million to reduce crude birth rate from 39 to
25 per 1000 population in 10-12 years. The
declared strategies generally conformed with
those in the Reorganised Programme but in
practice were diluted by setting targets and
weightage given to mass media and incentives. A
notable event during the Fourth Plan period was
that in 1971 the Parliament passed the Medical
Termination of Pregnancy Act, which became
operative from April 1, 1972}

The leadership of the family planning pro-
gramme in the Ministry passed through three
stages--Health professional in-charge of the
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programme (the Director); sharing of the lead-
ership between health professional (Commissio-
ner) and bureaucrat (Joint Secretary/Additional
Secretary)and finally the bureaucrat asuming full
control of both administrative and technical
wings.

The Fifth Five Year Plan (1974-1979)

The primary objective of Fifth Plan was to
provide minimum public health facilities inte-
grated .with family planning and nutrition for
vulnerable groups--children, pregnant women
and lactating mothers.

Considerable progress in the family planning
programme in various directions had been made
by mid-1970s. The decline in birth rate was,
however, not being achieved as anticipated. The
birth rate goals had to be repeatedly revised. The
reasons for the limited success of the programme
were stated to be many, such as approach to the
programme, insufficient emphasis on pro-
grammes which influenced reduction in fertility,
over centralisation of programme operation and
weaknesses in the community level action. In still
broader perspective, poverty, disparities in
income, wealth, status and power and increasing
disparities were considered inhibiting factors to
desired progress in the programme. These aspects
hadreeeived attentionof the plannersinFive Year
Plans, butseemed to have defied solution. On July
1, 1975, the 20-point economic programme was
announced. A Minimum Needs Programme
included education, health, water supply, roads,
electrification, housing, environment and nutri-
tion. Health, family planning and nutrition was
viewed as a single package. But the financial
allocations to different segments of social ser-
vices and human resource development did not
appear to match the declaration of importance to
them in the Plan documents.

The reports on correiation of fertility with age
at marriage, education, employmentand status of
women, health, nutrition and infant mortality had
been underlined over the years. They were
reflected in the Third Five Year Plan and in the
Report of the Family Planning Programme
Evaluation and Planning Committee. But they
had not appearcd as a singlc population policy
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package. On April 16, 1976, Health and Family
Planning Minister issued a Population Policy
Statement, incorporating the family planning
programme strategies.

The measures suggested in the National Pop-
ulation Policy Statement were kept in view in
recommending outlays in the Family Welfare
Planning Programme 1974-1979. The integration
of family planning, health, maternity and child
care and nutrition was re-emphasised in the Fifth
Five Year Plan [Planning Commission, 1976].

Sterilization programme, mass vasectomy
camps and incentives started getting major sup-
port. This led to an all-time high performance in
sterilization cases (8,261,173 during 1976-1977).
The sterilization programme also contributed to
the defeat of the Congress (I) in the elections and
to the subsequent premature end of the Fifth Five
Year Plan.

The Sixth Five Year Plan (1978-1983)

The Draft Sixth Five Year Plan 1978-1983,
included a revised Minimum Needs Programme
with increased targets and allocations for its
several components. There were no major
changes in the programme strategy. A notable
activity referred to in the plan, which contributed
to planning and development of family welfare
programme in subsequent years, was formation
of a working group for suggestions of feasible
operational level of achievement for the plan and
succeeding period on which further population
policy could be based.[Planning Commission,
1979] The Working Group on Population Policy
was formed in 1978 and submitted its interim
report in March 1979.[Planning Commis-
sion,1980] Its recommendations included:
Grouping of States in three categories- ‘A’ with
effective couples protected above 15 per cent; ‘B’
with effective couples protected 15-25 per cent;
and ‘C” with effective couples protection rate 25
per cent. The desired level of protected couples
suggested was 60 per cent to be reached by ‘A’
by 2001-2002, ‘B’ by 1996-1997 and ‘C’ by
1991-1992. The States falling in different groups
based on the average rates achieved during
1976-1977,1977-1978 and 1978-1979 according
to the above cut-off points were:
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Group A: Bihar, Jammu & Kashmir, Rajasthan
and Uttar Pradesh;

Group B: Assam, Karnataka, Madhya Pradesh,
Orissa, and West Bengal;

Group C: Andhra Pradesh, Himachal Pradesh,
Kerala, Gujarat, Haryana, Maharashtra, Punjab
and Tamilnadu.

Each State was required to select ‘the path
which was socially, culturally and administra-
tively suitable to reach the goal’. The working
group also emphasised that the population policy
as indicated earlier should give equal importance
to the decline both in mortality and fertility. The
above rccommendations were accepted by the
Government. The integration of health, family
planning, matcrnal and child health and nutrition
services continued to receive support. An inno-
vative approach to delivery of family welfare
services was started in October 1977 - the
Community Health Workers, - generally one such
worker to 1000 population. The Community
Hcalth Worker after three months training was
required to promote community participation in
hcalth and family welfare programme, and also
for giving treatment for minor ailments,
improving environmental sanitation and report-
ing of communicable discases and vital events.

The title FAMILY PLANNING, wherever it
occurcd was changed to FAMILY WELFARE.
This change was also made in the name of the
Ministry and Departments at the Central and State
Government training, research and other centres.
There was virtually no change in programme
stratcgies. The Five Year Plan like its predecessor
prematurely ended with the change in Govern-
ment, ’

With the change in Government, the major
prevailing problems were identified and strate-
gics recommended at a meeting in December
1979. These observations were as follows:

(i)Any strategy in the population field, should
be framed fora minimum period of ten years with
adequate financial provisions for that period.
Temptation for frequent changes in the imple-
mentation of strategy should be avoided.
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(i))Vigorous research and action to reduce
infant mortality should be taken, especially stu-
dies in depth, of epidemiological, social and
economic factors responsible for high infant
mortality in different parts of India.

(iii)Political decision makers should be
involved at all levels from the Parliament to
Panchayats (Cabinet Sub-Committee at the
Central and State levels presided by the Prime
Minister and Chief Minister respectively to
review, monitor and stimulate the programme;
Voluntary all-party Groups from Parliament to
Panchayats).

(iv)The fertility control programme should be a
part of a broader movement for social change.

(v)The fertility control programme should be
pursued as an integral part of overall socio-
econornic development. In such an integrated
effort the importance of quality of health of the
people and a small family norm should have
distinct visibility.

(vi)The out reach of the health system being
grossly inadequate should be improved by
extension of the field level units.

(vii)The paradox of non-utilisation and main-
tenance to the optimum level of the existing
services should be resolved.

(viii)The objectives of the innovative
approaches already launched such as the Com-
munity Health Volunteer scheme and upgrading
the skills of the traditional birth attendant and
others. This would need reorientation of the
personnel within the system to improve their
social perspective and managerial programme.

(ix)In addition to improving reach of services
in rural areas, the urban slums should receive
similar attention.

(x)The high degrec of credibility of the medical
professionals among the people could be fully
utilised through the analysis of the content of
population and family planning education in their
training and if necessary the Medical Council of
India should be requested to bring in a large
clement of knowledge on population for all
medical students.
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(xi)The spacing methods of contraception
should be encouraged. In terms of programme
strategies one could think for instance in terms of
the number of pregnancies averted rather than
number of a particular birth control method.

(xii)The birth control delivery service should
form a part of a package of health services. For
instance during camps, wherever held, the entire
family should be offered health check up and
services (irrespective of their accepting birth
control services) and simultaneously advantages
of asmall family and the use of different methods
could be explained.

(xiii)Provision of maternal and child health
service including immunisation have to play an
important role in making women understand and
accept the small family planning norm and adopt
contraceptive devices.

(xiv)There should be selective, objective and
independent studies (built into the programmes)
to evaluate regularly certain infrastructure and
services delivery models being developed, such
as Community Health Volunteer Scheme, India
Population Projects, Area Projects, Post-partum
programme, etc.

(xv)The acceptors of medical termination of
pregnancy should be persuaded to adopt one or
other method of birth control, in the interest of
her own future health.

(xvi)To increase the effectiveness of Auxiliary
. Midwives recruitment and training of local per-
sons would be an essential stepy, in case suitably
qualified persons are not available locally the
entrance educational qualifications could be
lowered, they could be given adequate training
after recruitment and before admission to para-
medical training centres.

(xvii)Not only mass media should be enlarged
but their effectiveness should also be improved
by organising audience participation group.

(xviii)The inter-personal contacts through
group and individual discussion with messages in
conformity with local culteral ethos are effective
tools. The inter-face between the inter-personal
communication and mass media should be further
strengthened.
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(xix)The population education inputs into the
formal education system should be speedily
extended. The efforts to strengthen further pop-
ulation education in adult education programme
(aimed at the age group 15-35 years) should be
taken, including recognition and promotion of
activities by the voluntary organisations.

(xx)The system of lengthy Government pro-
cedure for support of voluntary organisations
needs simplification.

(xxi)A comprehensive strategy should be
developed to ensure proper enforcement of the
law relating toage at marriage through education
and enlightenment. Voluntary organisations,
leadership group and influential persons in the
community could play a vital role in this field.
Compulsory registration of marriages could be
considered. ,

(xxii)Involvementof the community could take
the form of organising community groups con-
sisting of cross-section of people drawn from
various levels, age groups, economic status,
social groups, etc., to act as catalysts for identi-
fying needs and taking steps to pursue local
requirements [Ministry of Health and Family
Welfare, 1979].

The Sixth Five Year Plan (1980-1985)

The Sixth Five Year Plan commencing
1980-1981 underlined that family planning
should be interwoven with development plans
especially with health, maternal child care and
nutrition. Emphasis was laid on the household as
the basic unit for poverty eradication; economic
emancipation to enable children from poor fam-
ilies to go to schools, toreceive adequate nutrition
and develop into useful citizens; education and
employment of women to liberate them from
dependence and insecurity and improve their
status, measures to follow the legal provision for
increasing age at marriage; establishing linkages
with basic needs, 20-Pointand other development
programmes with family planning,

The developments in health and family plan-
ning in the Sixth Five Year Plan period were
greatly influenced by the historic meeting in
September 1978 at Alma-Ata in  Soviet-
Kazakhistan. The representatives of 134 nations
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including India at the International Conference
sponsored by WHO and UNICEF on Primary
Health Care issued the Declaration popularly
known as HEALTH FOR ALL BY 2000.

The committee appointed by the Planning
Commission on Health for All By 2000 recom-
mended: "Universal provision of promotive,
preventive and basic curative services. The
preventive and public health problems; organis-
ing special plans to provide health care including
family planning to vulnerable groups, ie.,
children and pregnant women; prevention and
control of endemic communicable and non-
communicable diseases through immunisation,
appropriate measures to leprosy, tuberculosis,
goitre and curable blindness, interruption of
vector borne diseases (Malaria, Filaria, and
Kalazar) and reduction of diarrhoeal diseases-
mortality through application of oral rehydration
therapy and intestinal parasitic infestation,
morbidity through enforcement of appropriate
community measures; activities directed towards
the promotion of food supply and the improve-
ment of nutritional status; provision of protected
water supply and sanitary disposal of excreta and
population education to enable people appreciate,
adopt and consciously practice the small family
norm as part of the way of life." The recom-
mended model (subject to adaptations to suit local
situation) suggested by the Commitice was as
follows:

For each village/1000 population or population
of 500 in case of hilly and tribal or sparsely
populated or desert area: One Health Volunteer.

For population of 5,000 or 2,500 in case of hilly,
tribal, sparsely populated or desert arca: One
sub-centre with one male and female multi-
purpose worker and one part-time attendant.

For population of 30,000 or 15,000-20,000 in
case of hilly, tribal, sparsely populated or desert
areas: A Primary Health Centre fully equipped to
render preventive, promotive and curative ser-
vices.

For each Block/population of one lakh: A
Community Health Centre with specialised
medical care services in gynaecology (and
obstetrics), paediatrics, surgery, medicine, gen-
eral duty medical officer, public health, general
duty Medical Officer in anaesthesia, general duty

DEVELOPMENT OF POPULATION POLICY IN INDIA

59

medical officer from one of the traditional sys-
tems of medicine, eight nurses including-one to
provide preventive dental health, technician,
opthalmic assistant, statistical assistant and other
supporting staff.

30 hospital beds for each  Sub-
Division/approximately 5 lakh population: A~
Sub-Divisional Health Centre with -
epidemiological wing attached to it.

For each District: District Health Centre with
specialised curative services and public health
experts.

The above were listed under the revised mini-
mum needs programme [Ministry of Health and
Family Welfare, 1981].

The Seventh Five Year Plan (1985-1990)

The strategy for the Seventh Plan was to
streamline the entire spectrum of programme
management, formulate the family welfare as
multi-disciplinary and integrated efforts of all
relevant development agencies, to elevate the
programme into a genuine voluntary people’s
programme, and to "generate environment for
fertility decline through relevant socio-economic
intervention."

The family welfare goals envisaged in the Plan
by 1990 were effective couple protection 42 per
cent; CBR 29.1 per 1000, CDR 10.4 per 1000 of
population, infant mortality 90 per 1000 live birth,
anti-natal care 75 per cent;, immunisation uni-
versal coverage; to achieve 42 per cent couple
protection, annual increase of 2 per cent points
annually will be needed.[Planning Commission,
1985}

The present aim was to achieve the following
objectives in a phascd manner, through succes-
sive Plan period by 1990 AD.: (i) For every
village, One trained Dai and onc Health Guide,
(i)) in each Community Development Block
covering a population of about 100,000, one
Primary Health Centre for every 30,000 popula-
tion (20,000 population in tribal and hilly areas)
and sub-centres one for 5,000 population (3,000
in tribal and hilly areas), (iii) One Community
Health Centre for four Primary Health Centres
with beds and specialised services in medicine,
surgery, paediatrics, gynaecology and obstetrics
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and public health; at sub-district/taluk hospital
and District Health Organisation level consider-
able strengthening of staff to meet the uncanny
needs in the District to enable the District
organisation to plan, implement and monitor the
programme and to provide facilities for referal
scrvices.

A committee of Health Secretaries and Health
Directors of the States in their meeting on Sep-
tember 23, 1985, recommended that while the
above norms might continue to be the ultimate
goal of health infrastructure in future, "efforts
should be made to work out revised norms which
can be reasonably achieved" [Ministry of Health
and Family Welfare, 1985].

In the process of quantitative expansion of
health care services, adequate attention had not
been paid towards the quality of services ren-
dered, as a large number of sub-centres, subsid-
iary health centres, primary health centres and
community health centres had been established
withoutensuring availability of essential physical
-facilitics, equipment and trained personnel. Fur-
ther, in certain States, new infrastructure had been
created by diverting equipment and trained
personnel from existing institutions like PHCs
and sub-centres, thus not only creating new
institutions which were not in a position to
function effectively, but also adversely affecting
the functioning of the existing institutions. The
Committee of Health Secretaries and Health
Directors of States in their meeting referred to the
above-mentioned factors, and emphasised that
“the first priority should be given to consolidate
the infrastructure already developed by making
ap deficiencies in respect of equipment, trained
manpower, etc. As most of these deficiencies are
to be made up from the non-plan budget of these
States, workable procedures should be found to
ensure that the required funds for consolidation
of the infrastructure are made availablein the plan
or non-plan budgets of the States/Union Territo-
ries, as the case may be, new infrastructure should
not be set up by diverting facilities/
equipment/personnel from the existing sub-
centres; subsidiary health centres, Primary Health
Centre, etc.; advance planning should be done
both at the State and District level to ensure that
the required equipment, trained personnel and
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other physical facilities are available not only for
new infrastructure to be created but also for
making up the deficiencies in the existing infra-
structure; and the States should be committed to
include in their Seventh Plan the necessary
programmes and activities towards this end and
adequate resources for the same”.

The Central Councils of Health and Family
Welfare in their joint meeting held in September
1985 recommended that "at the primary health
centres where operation theatres exist, services
like vasectomy, mini-lap, IUD, MTP should be
made available within a period of one year by
either posting the trained staff or training the
existing staff; the build up of Rural Health and
Family Welfare Centres, conversion of IUD
rooms into operation theatres and construction of
Post-Partum Centre; construction which is in
progress must be completed within a period of
two years of the receipt of sanction orders by the
State Governments, failing which the States may
bear the cost of completing such schemes”.

In some areas the demand for services exceeds
the services available. "The existing institutions,
Post-Partum centres, Primary Health Centres,
etc., are no longer in a position to cope with the
pressure of work. Their output far exceeds the
well accepted norm”. The Central Councils of
Health and Family Welfare in their meeting
referred to above, recommended "selective
mcrease in the sterilization beds for institutions
which need it and upgradation of posi-partum
cenires where the work load is justified.”

The Seventh Five Year Plan (1985-1990) reit-
erated the importance of the people’s participa-
tion and integrated approach. This is reflected in
the following statements in the plan. "In the
success of the family welfare and MCH pro-
grammes, the most important single factor is the
active participation and involvement of the
people, non-govemnmental organisations and
community organisations. The role of Mahila
Mandals, Youth Clubs and Village Health
Committees is of paramount importance”,
"Measures for encouraging community partici-
pation in the programme will be encouraged. The
Block and District Panchayats would be fully
involved in the planning, organising and running
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health services”. The Seventh Plan underlines
structural integraiion of health, family planning,
nutrition and MCH. '

The ways in which the community participation
is to be achieved is reflected in the recom-
mendations of the September 1985 meeting of the
Central Councils of Health and Family Welfare.
They include encouragement and assistance to
Non-Governmental Organisations (NGOs),
implementing the programme in certain ear-
marked areas for setting up training facilities for
their workersengaged in family welfare like Dais,
Village Health Guides, ANM, etc.; provision of
training facilitics by the Government to NGO
workers and office bearers; encouragement of a
few selected organisations with proven record of
voluntary action to provide consultancy services
for identifying existing organisation for family
welfare work for project designing and evaluation
and monitoring; and encouragement and assis-
tance to "local self-help and action groups like
Mahila Mandals, women cooperatives, Nehru
Yuvak Kendras, Farmers Forums, NSS; local
bodies including Panchayat Raj institutions and
other local groups.”

One of the schemes within the rural health
programme, which is aimed at people’s partici-
pationis Village Health Guides Scheme. They are
seen as providers of curative services at the
doorstep of villagers and are reported to be
masquerading as "mini village doctors”. Certain
lapses in the implementation of such schemes are
attributed to "poor selection of personnel; absence
of continued education; bad implementation of
scheme and improper value judgement in respect
of the programmes".

The State Health Ministers in September 1985
recommended development of "a mechanism
under which the Chief Ministers should review
every month the entire range of programme
activities so that efforts in the Government and
the non-government sectors are closely linked
and coordinated to yield the maximum results”.

20-Point Programme 1986

A major step was taken in August 1986 in
revising 20-Point Programme as follows: (i)
Attack on rural poverty; (ii) Strategy for rainfed
agriculture; (i) Betteruse of irrigation water; (iv)
Biggerharvest; (v) Enforcement of 1and reforms,
(vi) Special programme for rural labour; (vii)
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Clean drinking water; (viii) Health for all; (ix)
Two-child family norms; (x) Expansion of edu-
cation; (xi) Justice to Scheduled Castes/Tribes;
(xii) Equality for women; (xiii} New
opportunities for youth; (xiv) Housing for the
people; (xv) Improvement of slums; (xvi) New
strategy for forestry; (xvii) Protection of envi-
ronment; (xviii) Concemn for the consumer; (Xix)
Energy for the villages; (xx) A responsive
administration.

Revised Strategy

The Ministry of Health and Family Welfare
prepared a revised strategy for family welfare
programme. The specific objectives sought to be
achievedduring 1986-1990 inthe revised strategy
are to; Raise mean age at marriage for women
over 20 Years; Promote "two-child family limit"
as preferred family size; Substantially increase
demand for contraception to achieve couple
protection rate of over 42 per cent; Improve and
strengthen the infrastructure and the quality of
service; Enhance child survival through universal
immunisation and promotion of Oral Rehydration
Therapy; Broad-base programme outreach by
maximum involvement of non-governmental
structures; Secure more effective intra-sectoral
and inter-sectoral coordination; Streamline and
improve programme management at all levels;
Generate environment for fertility decline
through relevant socio-economic interventions™.

"Major tasks to be achieved during the Seventh
Plan are: 31 million sterilizations, 21.2 million
IUD insertions and 14.5 million conventional
contraceptives and oral pill users to be enrolled
by 1989-1990; Attempt toreach higher targets by
converting awareness and knowledge into
acceptance through mass media and inter-
personal communication and motivation;
Immunize 82 million infants and 90 million
mothers; Universalize (150 million households)
the use of Oral Rehydration Therapy; Population
education toall childrenin the age group of 11-15
years (estimated 109 million); Family Life les-
sons for youths (15-19 years); Population edu-
cation to those out of schools and colleges as a
part of Adult Education and Non-Formal
Education System; One round of training for all
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personnel (about eight lakhs) to improve profes-
sionaland otherrelevant skills; ..... Intraand inter-
sectoral  coordination among various
development departments will be strengthened
and enhanced; The present health and family
planning infrastructure will be properly consoli-
dated, suitably augmented and optimally utilised
through  organisational and management
improvement; Various apprehensions about the
existing methods of family planning will be
removed through effective communication pro-
grammes and improved quality of services;
Research focus will be on developing more
acceptable techniques and improving the
acceptability of the existing methods; The two-
child family norm will be promoted through a
structural system of material and non-material
incentives; Female literacy and employment
programmes will be substantially stepped up; The
programme will be progressively debureaucra-
tised and non- governmental structures promoted
on a much wider scale 1o effectively involve the
community at large in the programme.”

The special feature of the Revised Strategy is
thatit spells out in detail the specific interventions
to achieve the objectives and shows determina-
tion to achieve the goals expeditiously. The
demographic goals appear optimistic. The health
goals are achievable; in fact already a decline in
infant mortality rates is perceptible in several
States. The real apprehension is in the case of
those States which are lagging behind. These are
the States which are most populous.

The implementation of the revised strategy will
be a tremendous task in financial inputs, man-
power management, logistics, training, etc. In
many cases radical changes may be necessary.

FOOT NOTES

1. The 20-Point Economic Programme included:

(i) Contjnuance of steps to bring down prices of essential
commodites, streamline production, procurement and distri-
bution of essential commodities. Strict economy in Govern-
ment expenditure.

(ii) Implementation of agricultural land ceilings and
speedier distribution of surplus land and compilation of land
records.

(iii) Stepping up of provision of house sites for landless and
weaker sections.

(iv) Bonded labour, where it exists, will be illegal.
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(v) Plan for liquidation of rural indebtedness. Legislation
for moratorium on recovery of debt from landless labourers,
small farmers and artisans.

(vi) Review of laws on minimum agricultural wages.

(vii) Five million hectares to be brought under irrigation.
National Programme for use of underground water.

(viii) An accelerated power programme. Super Themnal
Stations under Central control.

(ix) New development plan for development of handloom
sector.

(x) Improvement in quality and supply of people’s cloth.

(xi) Socialisation of urban and urbanizable land. Ceiling on
ownership and possession of vacantland on plinth areaof new
dwelling units.

(xii) Special squads for valuation of conspicuous con-
struction and prevention of tax evasion. Summary trials and
deterrent punishments for economic offenders.

(xiii) Special legislation for confiscation of smugglers’
properties.

(xiv) Liberalisation of investment procedures. Action
against misuse of import licences.

(xv)New schemes for workers’ association in industries.

(xvi) National permit scheme for road transport.

(xvii) Income tax relief to middle class, exemption limit
placed at Rs. 8,000.

(xviii) Essential commodities at controlled prices to stu-
dents in hostels.

(xix) Books and stationery at controlled prices.

(xx) New apprenticeship scheme to enlarge employment

" and training especially of weaker sections.

2. Net reproduction rate implies average number of daughters
that would be bom to 2 woman if she experiences the current
fenility and mortality pattems throughout her reproductive

- span 15-49 years.

3. The legislation on medical tenmination of pregnancy was
based on the recommendations made in the Report of the
Committee to Study the Question of Legalisation of Abortion,
Ministry of Health and Family Planning, New Delhi. The
Committee was appointed on September 29, 1964 and sub-
mittedits repon tothe Minister of Health and Family Planning
in December 1966.

ABBREVIATIONS
ANM Auxiliary Nurse Midwife
CBR Crude Birth Rate
CDR Crude Death Rate
CFPB Central Family Planning Board
CFPL Central Family Planning Institute
DTRC Demographic Training and Research Centre
DWCRA: Development of Women and Children in
Rural Areas
FP Family Planning
FPO Family Planning Officer
FPRPC Family Planning Research and Programme
Committee
HQ, PHC Headquariers, Primary Health Centre
ICMR Indian Council of Medical Research
ICRC Indian Cancer Research Centre
RDP Integrated Rural Development Programme
IREPP Integrated Rural Energy Planning Pro-

grarmme
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ISt Indian Statistical Institute

IUDIUCD Intra-Uterine Contraceptive Device

MCH Matemity and Child Health

MNP Minimum Needs Programme

MTP Medical Termination of Pregnancy

NREP National Rural Employment Programme

NSS National Sample Survey

PA Personal Assistant

PHC Primary Health Centre

TRYSEM Training of Rural Youth for Self Employ-
ment

ubpcC Upper Division Clerk
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AGRICULTURAL GROWTH AND INVESTMENT IN INDIA

Nilakantha Rath

The annual rate of growth of the net domestic product as well as the total production from
agriculture in India reached a peak during the fifth five year plan period, and has shown a declining
trend during the Eighties. This appears to be largely due to reduction in the growth of real fixed
capital formation in agriculture. There has been a declining trend in the share of public investment
in agriculture during the Sixth and the Seventh Plans. This is sought to be made good by increased
private investment in agriculture. But private invesiment in agriculture, increasingly financed from
bank loans, has been geographically very unevenly distributed. It appears unlikely that without
greater public sector investment and other appropriate policy measures, the vast regions charac-

terised by poor agricultural growth can come up and use institutional credit to a greater extent.

After three and half decades of planned eco-
nomic development, India continues to be a pre-
dominantly rural and agricultural society. More
than three-fourths of the population live in rural
areas. While this proportion has steadily declined
over the past 30 years, the percentage of pop-
ulation dependent on agriculture for its living
remained unchanged at around 70 per cent for 50
yearstill 1971; ithas registered a marginal decline
only during the last one and a half decades. It
means, the rate of growth of the population
dependent on agriculture has bec¢n the same as,
and after 1971 only marginally lower than, the
rate of growth of the total population in the
country. The rapid decline of rural handicraftsand
of the artisan class has added to the increase in
the number of people dependent on agriculture
and kept its proportion unchanged.

This sustained rate of growth of population
dependent on agriculture for its living has been
matched - but just matched - by the rate of growth
of total net income generated in the agriculture
sector, i.e. the net domestic product (NDP) in
agriculture. The annual compound rate of growth
of the total net income (NDP) generated in the
agricultural sector during the 30 years, 1955-56
t0 1984-85, (at constant prices) has been 2.14 per
cent, just about the rate of growth of population

dependent on agriculture. (The First Five Year
Plan period has been excluded since the data are
not free from serious omissions despite efforts of
the statistical agencies.) As a result, the average
real per capita income of the people living on
agriculture has remained practically stagnant
during the last 30 years or more. This should be
a matter of great concemn.

One would have expected the introduction of
the new varieties of cereal seeds, propagated in
Indian agriculture soon after the middle of the
sixties, combined with extension of irrigation and
use of fertilizers and insecticides, to result in a
higherrate of growth of income in the agricultural
sector than before. But this does not appear o
have happened. The annual compound rate of
growth of income (NDP) in agriculture during the
10 years, 1955-65, was 2.23 per cent a year. This
was followed by two years of severe drought; but
justafter this the new wheat, rice and millet seeds
were introduced. The compound rate of growth
of income in the agricultural sector during the
period 1968-69 to 1984-85, however, has been
2.26 per cent, not very different from the growth
rate in the pre-Green Revolution decade.

There is also no evidence of a steady increase
in the rate of growth of agricultural income in the
successive Plan periods. During the Fourth Five
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Year Plan period (1968-69 to 1973-74), the
growth rate of NDP was 2.07 per cent; in the Fifth
Plan period (1973-74 to 1978-79) it was 3.95 per
cent; and in the Sixth Plan period, i.e., 1978-79
10 1984-85 (excluding 1979-80, a year of severe
drought), it was 1.66 per cent only. (If the income
in 1979-1980 were at the same peak level as in
the previous year, the growth rate of agricultural
income in the Sixth Plan period would not be
greater than 2 per cent a year.)

These growth rates are calculated by taking the
agricultural income generated in every year -
good, bad or indifferent - of the period. A way of
measuring the growth in the achieved potential
levels of income generation is to calculate the
growth rates of peak incomes over the period. In
the decade 1955-1965 it was 2.66 per cent per
year. During the Fourth Plan period it was2.9 per
cent (this is rather high because the base year,
1968-69, income was lower than the income in
1964-65); during the Fifth Plan it was 3.72 per
cent.; but during the Sixth Plan, i.e., 1978-79 to
1984-85, it was 1.35 per cent only.

Thus, it appears that the growth rate of income
in the agricultural sector was significantly high
only in the Fifth Plan period;during the Fourth
Plan period it was comparable to the rate of
growth in the pre-Green Revolution decade, and
in the Sixth Plan period (including 1979-80) it
was distinctly lower.

What is true of the trend in net agricultural
income in India, is also true of the trend in gross
agricultural production.! The annual compound
growth rate of agricultural production in the
decade preceding the Green Revolution, i.e.,
1955-1965, was 2.95 per cent. During the Fourth
Plan period it was around 2 per cent (1967-68 to
1973-74 it was 1.97 per cent; excluding the years
of poorer production, i.e., 1968-1969, 1971-72
and 1972- 73, it was 2.18 per cent); during the
Fifth Plan period it was 4.45 per cent; and during
the period 1978-79 to 1985-86 (i.e., the Sixth Plan
and first year of the Seventh Plan), excluding
1979-80, it was 2.36 per cent only. Over the entire
period 1967-68 to 1985-86 the annual compound
growth rate of gross agricultural production was
2.66 per cent only, which is less than during the
pre-Green Revolution period.
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If we compare the trend rates of growth of peak
levels of production we aiso find similar differ- -
ences. During 1955-65 this growth rate was 2.78
per cent a year; during 1967-86 it was 2.69 per
cent. During the Fourth, Fifth and Sixth Plan
periods it was 2.18, 4.00 and 2.13 per cent,
respectively.

Indeed agricultural production and income
appear to have registered the highest rates of
growth during the Fifth Five Year Plan period;
thereafter there has been a distinct siowing down.
Against the background of the dependence of
more than two-thirds of the population on agri-
culture and the stagnancy of their average per
capita income level, this slowing down in the
growth of agricultural production and income
deserves careful attention.

Growth of agricultural production depends
upon a number of factors,the most important of
which are techmological improvement in crops
and production methods, investment in agricul-
ture, the institutional structure in land holding, as
well as the trend in relative prices and terms of
trade. Rainfall and other weather conditions are
also particularly important in explaining trends
overrelatively shorter periods, like a Plan period.
We begin by examining the trend in investment
in agriculture, in order to sce to what extent the
trend of growth in agricultural production and
income can be related to it. While attention will
not be paid to the other factors, it is useful to note
that the impact of technological changes in agri-
culture, like new seeds and crops as well as
application of fertilizers, is dependent on acts of
investment like irrigation and land development.

Let us first review the Plan targets and per-
formance in regard to outlay and investment
during the last three Plans. The percentage of total
Plan Outlay on agriculture (including irrigation,
forestry and fisheries) in the Public Sector has
been better than 20 per cent in most Plans: it was
24,20.6 and 25.3 per cent in the Fourth, Fifth and
Sixth Five Year Plans, respectively. In actuality,
these percentages were more or less achieved in
the three Plans: these were 23.3,22.2 and 23.9,
respectively recording a marginal shortfall in the
Fourth and the Sixth Plans and a marginal rise in
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the Fifth Plan period.? It suggests that there was
no great diversion of actual public sector Plan
Outlays from agriculture to other sectors.

But these are only percentages of actual total
Plan Outlay in the Public Sector during a Plan
period. It would be more relevant to ascertain if
the projected total Plan Outlays or investments in
agriculture were actually achieved. Unfortu-
nately direct comparable data are notavailable for
the purpose. But indirect method of estimation,’
shows that the actual investment.in agriculture
and allicd matters in the Public Sector was about
10 per cent less than planned during the Fourth
Plan period, somewhat higher than planned dur-
ing the Fifth Plan, and nearly 23 percent less than
planned during the Sixth Plan.

What about the investment in agriculture in the
private sector? The Fourth Plan visualised private
seclorinvestment in agriculture to be about a third
of the total investment in agriculture®. In fact,
private sector investment in agriculture turned out
(at comparable prices) to be 2.7 times that
planned. This is what made the actual total
investment - public plus private - in agriculture
during the Fourth Plan much larger in both
absolute terms and in terms of share of total gross
capital formation in the economy, than what had
been planned. The Fifth Plan did not present
estimates of private sector investment. But the
National Accounts Statistics of the Central Sta-
tistical Organisation (CSO) show that both total
as well as private sector investment in agricultare
increased at about the same rate during the Fifth
Plan over the Fourth. In the Sixth Plan, as noted
above, there was 23 per cent shortfall in public
sector investment in agriculture; but simulta-
neously, there was an almost 19 per cent higher
investment in agriculture in the private sector than
planned, leaving the total investment in agricul-
ture only about 2.5 per cent less than planned.

Thisreview of investments inagriculture during
the last three Plans shows that the total actual
investment in agriculture in the public and private
sectors together was higher than planned during
the Fourth Plan period, and thereafter has been
approximately equal to Plan targets. But the
actual public sector investment was lower by 23
per cent than planned during the Sixth Plan
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period. The investment by private sector in agri-
culture, on the other hand, registered a sharp
increase over that planned in the Fourth Plan and
has continued at the high level. Indeed, its share
intotal investment in agriculture increased in the
Sixth Plan, when private sector investment made
good the very considerable shortfall in the
investment in the public sector.

The long term constancy in the rate of growth
ofreal income generated in the agricultural sector
aswell as of gross agricultural production, indeed
the slight declinein it during the Sixth Plan period,
cannot, therefore, be attributed to any serious
divergence of the total investment in agriculture
from the planned levels in the three successive
plans. Could it then be that the planned level of
total investment in agriculture was inadequate to
sustain a higher rate of growth of production and
income in the sector? In order to examine this
question we propose to use the data on Gross
Capital Formation in the Public and Private
Sectors in the National Accounts Statistics putout
by the Central Statistical Organisation. Itis useful
to remember here that while the CSO data on
public sector investment in agriculture relate only
to direct investments in agriculture (and related
items including irrigation), the Plan document
includes many other items (like agricultural
education and research, land reforms, ware-
housing and storage, co-operation, investment in
rural financial institutions, management of
natural disasters, community development and
Panchayati raj institutions, parts of investments
in IRDP and special area programmes, etc.),
investments under which are classified under
other heads in the National Accounts Statistics.

Long term time series show that Gross
Domestic Capital Formation in agriculture as a
share or percentage of Gross Domestic Product
(GDP) in Agriculture in India, both valued at
current prices, has steadily risen since the middle
of the sixties. Gross capital formation which
formed less than 6.0 per cent of the GDP in
agriculture till the middle of the sixties, rose
steadily thereafter and was about 14 per cent of
GDP during the Sixth Plan period.” One would
have thought that with investment in agriculture
forming a growingly larger proportion of the
income generated in agriculture, this income
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should grow at a faster rate. But. that does not
appear to have happened. There can be several
reasons for this.

First of all, it may be repeated that in the above
calculation the GDP and gross capital formation
have been valued at current prices. If the relative
prices of farm products and capital goods as well
as current inputs have changed very much, then
a higher value of investment will become nec-
essary to sustain a given rate of growth of income.
There is some evidence to suggest that during the
Sixth Plan period the terms of trade of agriculture
were somewhat lower than what they were earlier
[Rath, 1985(a)]. But from the point of view of
capital formation, it is important to note the very
sharp increase inthe relative price of capital assets
in agriculture. The CSO data show that while the
implicit index of prices at which the income
(GDP) in agriculture is computed, had risen by
76 per cent between 1973-74 and 1984-85, the
implicit price index of Gross Capital Formation
inagriculture had risen by 169 per cent during the
same period. The bulk of the rise in the latter price
index was between 1973-74 and 1980-81, when
itrose by 89 per cent, while the GDP’s price index
rose by only 34 per cent. However, during the
Sixth Plan period there was a spectacular rise in
the implicit price index of Gross Capital Forma-
tion in agriculture in the Public Sector. Its price
index rose by 78 per cent over five years (during
1980-81 and 1984-85), while those of private
capital formation as well as of GDP in agriculture
rose by around 32 per cent only.

~ This sharp increase in the cost of investment in
agricualture since 1973-74 implies that in order to
create additional assets of a given quantity a
relatively much larger sum was needed compared
to the value of the output it could produce, than
was the case earlier. This has become more so in
case of Public Sector investment in the Sixth Plan
period.®

If we adjust for these price changes and compare
Gross Domestic Capital Formation (GDCF) in
agriculture with the Gross Domestic Product
(GDP)in agriculture atconstant (1970-71) prices,
we find that real Gross Capital Formation as a
percentage of real GDP rose from around 6 per
centin the early sixties to 7.5 per cent in the latter
half of the sixties, to about 11.5 per cent during
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1978-81, then declining to around 10.5 per cent
in the last four years of the Sixth Plan period.
Thus, it appears that the rising share of gross
capital formation to GDP at current prices was
partly due to rising costs. Nevertheless, there
appears to have been an increase in the proportion
of real gross capital formation in agriculture to
the GDP from agriculture, during the last two
decades.

But the second fact that deserves attention in
this context is the role of changes in stock or
inventories in the gross capital formation in
agriculture. Gross capital formation consists of
fixed capital formation plus changes in invento-
ries. While inventories are a necessary part of any
enterprise, changes in it from year to year are
generally of a fluctuating character. The calcu-
lation of inventories in the private sector in
agriculture (which accounts for the bulk of it) is
done by a very unsatisfactory indirect method,
which the Committee on Capital Formation and
Savings in India (1982), (the Raj Committee) has
recommended to be changed.[Reserve Bank of
India, 1982 p. 901 In any case, the crucial
investment from the point of view of growth in
production and income is investment in fixed
capital formation. It would be useful, therefore,
to examine how fixed capital formation in agri-
culture has behaved during the last three Plan
periods.

Changes in inventories formed less than two per
cent of the Gross Capital Formation in agriculture
till the beginning of the Fourth Five Year Plan.
Thereafter, it increased greatly and during the last
7-8 years (i.e., since 1978-79) came to form 16 to
22 per cent of the real gross capital formation in
agriculture. Netting this from Gross Capital
Formation, one gets Gross Fixed Capital For-
mation inagriculture atconstant (1970-71) prices.
These data show that real fixed capital formation
in agriculture as a percentage of real income
(GDP)in Agriculture increased from around 6 per
cent at the end of the Third Plan period to 7.5 per
cent in the later part of the sixties, reaching 8.5
per cent by the end of the Fourth Plan. Thereafter,
itincreased 10 9 - 9.8 per cent during 1976-77 to
1980-81, declining a%ain to 8.5 per cent during
the Sixth Plan period.” This shows that there was
no significant increase in the share of fixed capital
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formation in the total income from agriculture in
the Sixth Plan period over the Fourth Plan period;
only the five years, 1976-81, recorded adistinctly
higher level.

But the matter does not end here. In order to
assess the impact of investment in agriculture on
the growth rate of income, we need find out if the
entire investment was adding to the productive
assets in agriculture, by taking account of
replacements. The point can be illustrated with an
example.

One of the items of fixed capital formation in
agriculture is tractors and related farm machinery.
The Al India Livestock Census of 1976 shows
that there were 2.76 lakh tractors with farmers in
India in 1977 [Ministry of Agriculture and Rural
Development, 1985, Pp.178-179]. The Seventh
Five Year Plan document states that there were 5
lakh tractors in use in India in 1984-85 [Planning
Commission, 1985, p. 2]. This means there was
anet addition of 2.24 lakh tractors during the nine
years since 1977. But the number of tractors
producedinIndia and sold in the domestic market
during these years was around 5 lakh {Ministry
of Agriculture and Cooperation, 1986, p. 74]. It
means, 2.76 lakh tractors were phased out during
this period. Therefore, more than 50 per cent of
the investment in tractors during this period can
be said to have been for replacement, not addition
to fixed capital formation. About one-fifth of the
total term loans to agriculture in India is for the
purchase of tractors’. With the help of this one
can estimate the extent of total gross fixed
investment on replacement of tractors. Somewhat
similar is investment in pumpsels. Rural electri-
fication has resulted in a large measure in rep-
lacement of diesel pumpsets by electric ones.
Most of these diesel sets remain as standby units
with the farmers, without making any significant
contribution to further growth of agricultural
production. The data on these are not readily
available. But it is likely that adjustment for this
to a similar extent as for tractors would put the
share of effective fixed capital formation at less
than 8 per cent of the GDP in the agricultural
* scctor during the Sixth Plan period. This is lower
than the levels in the Fifth Plan period.
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A few other factors may also be taken into
account in this context. One is the under-use or
non-use of capital assets created. Creation of an
assetcan lead to greater output provided it isused.
‘While there has been no change inthe percentage
use of potential created under major and medium
irrigation projects completed, anew phenomenon
reported during the Sixth Plan period is the
under-use of minor irrigation projects completed,
to the extent of about 6 or 7 per cent of the total
potential [Ministry of Finance, 1987, p. 15].

The nature of investment is another matter that
may lead to poorer income generation with the
help of assets. A glaring instance appears to be
the investment under IRDP, The total investment
due to IRDP accounts for about 15 per cent of the
total fixed capital formation in agriculture during
the Sixth Plan. The concurrent monitoring sur-
veys by the Department of Rural Development,
in the Ministry of Agriculture and Cooperation,
lead one to believe that the capital-output ratio of
this investment is very high, possibly around 6 or
7, if estimated at constant prices. This is a new
type of investment during the Sixth Plan, with a
relatively short gestation period. Therefore, its
impact on the growth rate of income from agri-
culture (including dairy and animal husbandry)
could not have been in the direction of raising it.

The net result of all this is that effective fixed
capital formation in agriculture has not been a
growing proportion of the total income generated
in agriculture during the last three Plans. There
was adistinctimprovement in this in the last three
years of the Fifth Plan, but the actual achievement
inthe Sixth Plan hasbeen significantly lower than
that. There was a distinct decline year by year, in
real capital formation in the Public Sector during
this Plan, and the bulk of the decline was in the
field of irrigation which had a distincily lower
share in actual total public sector outlay than had
been planned [Ministry of Finance, 1987, p. 15].
While decline in Public Sector investment was
made good by increased investment on private
account, the instances relating to tractors,
pumpsets, minor irrigation and IRDP suggest that
a growing proportion of this was either for
replacement of assets or wasted in idle capacity
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oroninvestmentalonglines with very low income
generating capacity. The net effect is a lowering
of effective investment in agriculture.

The matter may be looked at in a different way.
The total fixed capital formation in agriculture in
the economy (at constant prices) was nearly 31
per cent higher during the Fourth Plan over the
investment in the previous five years’. But the
total fixed capital formation during the Fifth Plan
was only about 16 per cent greater than during the
Fourth Plan, mainly because of the sharp decline
ininvestment in the private sector due to inflation
and stringent credit restrictions to fight it during
the first two years, 1974-76. In the remaining
three years the annual level of investment in
agriculture was much higher than during the
Fourth Plan. The fixed capital formation in the
Sixth Plan was 23 per cent higher than during the
Fifth Plan. But if we could make allowance for
replacements and IRDP - a brand new low pro-
ductive investment - the rest would most likely
notrecord a better than 18 per cent increase over
the Fifth Plan. Indeed, the annual average fixed
investments net of replacements during the Sixth
Plan would, in all probability, turn out to be lower
than during 1976-80. For an economy planning
fora higherrate of growth based on a higher level
of agricultural production and income, it does not
auger well.

We can compare these incremental rates of
capital fprmation with incremental rates of
growth inincome. The annual GDP in agriculture
(at constant prices) had increased by about 14 per
cent over the pre-Fourth Plan peak by the end of
the Fourth Plan. During the Fifth Plan this
increase was more than 20 per cent. But during
the Sixth Plan the increase in peak GDP was less
than 11 per cent (1983-84 over 1978-79). Nor-
mally, one would expect many fixed investments
in agriculture toregister their full potential impact
with alag of a few years. In a rough way one can
say that the high rate of growth of GDP in
agriculture in the Fifth Plan was due to the high
rateof fixed capital investment in the Fourth Plan.
Of course, the weather was another contributing
factor: the last four years of the Fifth Plan period
recorded reasonably good rainfall leading to
increased farm production. The poor growth rate
of income in the Sixth Plan period may not be
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entirely due to lower rate of growth of capital in
agriculture. The plan period was plagued (and the
Seventh Plan period continues to be) with indif-
ferent or poor weather, except in 1983-84 when
agriculiural  production  recorded  an
unprecedented peak. Yetthis peak level of income
compared with 1978-79 (an earlier peak also)
records an increase in GDP-Agriculture of less
than 11 per cent, '

This long review of trends of investment and
income in agriculture shows that during the last
15 years there has been no significant increase in
the rate of fixed capital formation, and the Sixth
Plan records an effective decline. The stecady
decline in public investment in agriculture has
been in hard investments like irrigation; the
compensating increase in private investment has
been in IRDP. The advocacy of a direct attack on
rural poverty was in the nature of a programme
to supplement the best possible planned invest-
ment for agricultural development [ Dandekar and
Rath 1971]. It was observed that the normal plan
programmes for agricultural development, con-
strained by the requirement for material balance
in the economy, were unlikely to raise the income
of the large body of rural poor above the poverty
level in a reasonable span of time. Therefore, a
supplementary programme, with little material
input other than unskilled labour, to be financed
through transfer of earnings from the upper
income classes, was advocated. Unfortunately,
however, this direct attack on rural poverty
whether through NREP, EGS and RLEGP or
IRDP, appears to have substituted planned
investment in agriculture, instead of being a
supplement to the best possible efforts in agri-
cultural investment. It is possible that the large
buffer stock of foodgrains created a feeling of
complacency; it appears to have given rise to a
feeling that agriculture is no longer a pressing
priority in development effort. If true, it is dan-
gerous.

But, it appears, that is what was proposed in the
Seventh Five Year Plan. The Plan provides for 19
per cent of the total Plan expenditure on Agri-
culture and allied matters, while in the Sixth Plan
it was 21.1 per cent. But unlike in the Sixth Plan,
the investment in the Public Sector in Agriculture
is put at 17.9 per cent of total Public Sector
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Investment, while in the Sixth Plan it was 20.7
per cent. There is a similar lowering in the share
of private sector investment in agriculture, from
21.55 per cent to 20.2 per cent.

But the more meaningful way of comparing the
Seventh Plan allocations is with the achievements
during the Sixth Plan. The proposed total
investment, public plus private, in agriculture in
the Seventh Plan (including both direct and
indirect investments, as the Plan documents give
it) is only 9.5 per cent higher than the total actual
investment in agriculture during the Sixth Plan
period (both at 1984-85 prices). This, against an
almost 33 per cent increase in the proposed total
Seventh Plan investment over the actual Gross
Capital Formation in the economy during the
Sixth Plan. But what is more, the proposed Public
Sector investment in agriculture is marginally
lower than what was achieved during the Sixth
Plan (which itself was 23 per cent lower than what
had been proposed), while the proposed private
sector investment in the Seventh Plan is almost
25 per cent higher than what was achieved during
the Sixth Plan (which was also almost 18 per cent
higher than what had been proposed). Thus, there
is a distinct shift in proposed investment away
from Public Sector and in favour of the Private
Sector. Since the direct investment in agriculture
in the Public Sector, as measured by the CSO’s
Gross Domestic Capital Formation in Agriculture
in the Public Sector, formed about 50 per cent of
the total achieved Plan Investment in Agriculture
(both direct and indirect), we can fairly suggest
that the same is proposedinthe Seventh Plan. This
estimated Gross Capital Formation in Agriculture
in the Public Sector plus the proposed private
sector investments in agriculture in the Seventh
Plan turns out to be only about 16 per cent higher
than the actual investment during the Sixth Plan.
" We may recollect that the actual percentage
increases in Gross Capital Formation in Agri-
culture in the Fourth, Fifth and Sixth Plan periods
were 31, 16 and 23 per cent, respectively higher
than during their preceding five year periods. It
appears from this that the rise in capital formation
in agriculture is going to be of the order of what
it was during the Fifth Plan - the lowest during
the last three Plans. Apart from the fact that the
Fifth Plan was plagued by severe inflation and
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drastic credit control measures during the firsttwo

'years, while the Seventh Plan is a proposal, there

is a basic difference in the pattern of public and
private investment then and now. Unlike in the
Fifth Plan, Private (and even Public) investment
in the Seventh Plan has a large component of
IRDP investment, as was in the Sixth Plan. There
is no indication if the under-utilization of minor
irrigation potential created -noticed for the first
time in the Sixth Plan - would vanish now. The
replacement factor would become increasingly
important in the gross capital formation. Thus,
with the same set of problems in the Seventh Plan
as in the Sixth Plan, the percentage rise in Gross
Capital formation has been proposed at 16 per
cent during the Seventh Plan, while this rise was
23 per cent in the Sixth Plan. The effective fixed
capital formation is sure to be lower in such a
Situation.

One wonders if even these proposed invest-
ments would materialise, particularly in the
public sector, in view of the short fall in Plan
resources due to mounting non-Plan expenditure,
to which the Planning Commission has already
drawn attention. As for private investment, the
very low productive investments like IRDP
dominate the field. But what is even more
important, the private investments, particularly
from loan funds, are regionally very unevenly
distributed. Let us turn our attention to this,

An important source of gross capital formation
in the private sector in agriculture is loans from
financial institutions, cooperative and commer-
cial banks. (The Government’s direct loans to
agriculturists are a very minor part of the total
loans.) The term loans made to cultivators by
these financial institutions are essentially for
creation of durable capital assets. Therefore, it is
proper to compare actual term loan advances to
agriculture in a year to the Gross Fixed Capital
formation in agriculture in the private sector in
that year. Data show that at the beginning of the
seventies institutional loans accounted for about
25 per cent of the gross fixed capital in agriculture
in the private sector'®. But soon, with the
nationalised commercial banks entering the field
in a big way, the share of institutional finance
increased to more than 30 per cent in the
remainder of the seventies and to more than 45
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per cent in the Sixth Plan period, reaching 54 per
cent by 1984- 85. Loan finance has thus become
progressive important in fixed capital formation
in the private sector in agriculture, which in turn
has become steadily more important in the total
fixed capital formation in agriculture over the
years,

The growingly important term loans for private
fixed capital formation in agriculture have been
very unequally distributed amongstregions in the
country®, In 1973-74, the last year of the Fourth
Plan, six States, Punjab, Haryana, Gujarat,
Maharashtra, Tamil Nadw and Kerala, which
traditionally had been in the forefront of the
cooperative credit movement in the country,
received 50 per cent of total term loans disbursed
during the year, while they accounted for only 30
per cent of the total agricultural land in the
country. As against this, six States, namely, the
four States of easternIndia - Assam, West Bengal,
Biharand Orissa - and the two States of Madhya
Pradesh and Rajasthan in Central India,
accounting for 40 per cent of the total agricultural
land in the country, received only 21 per cent of
allterm loans disbursed. The rapid growth of term
loans in the subsequent decade has seen realign-
ment in the dominant position of some States:
while Punjab and Haryana have continued to
dominate, increasing their share by nearly 50 per
centover the years, Maharashtra and Gujarat have
losttheir dominant position (thanks to the relative
decline in the performance of the cooperatives),
and Andhra Pradesh emerged as another State
with a larger share than its cropped area. In
1976-77, Punjab, Haryana, Andhra Pradesh,
Kamataka and Kerala, with only about 22 per cent
of the total cropped land received 44 per cent of
the total term loan. In 1983-84, Punjab, Haryana,
Andhra Pradesh and Kerala, with only 16 per cent
of the total cropped land received 32 per cent of
the total term loan, in 1984-85 Tamil Nadu
substituted Andhra Pradesh amongst the top four,
whichreceived more than 28 per cent of the loans
with only 11 per cent of the cropped land. Thus,
Punjab and Haryana and the four southern States
have by and large received the bulk of the term
loan - twice as large a share as their share in total
agricultural land.
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As against this, the share of the four eastern
Indian States and Madhya Pradesh and Rajasthan
remained unchanged at around 22 per cent over
the entire period, and the share of the four eastern
Indian States in the total term loans has remained
below 10 per cent without any improvement.
However,if one takes only direct term loans for
land-based activities in agriculture (excluding
allied activities), the share of the four eastern
Indian States had come down to only 4 per cent
in 1984-85. (These data are not presented here).

This skewed distribution of term loans for
capital formation in agriculture is sure to be
reflected in the performance of agriculture. The
average annual growth rate of cercal production
in the four castern Indian States and Madhya
Pradesh, during the period 1967-68 to 1984-85,
was between 0.5 and 1.5 per cent, which was less
than half or quarter of that for the country as a
whole.

Indeed, in many other states where the share of
term loan has been comparable to their share in
total agricultural land, one can still find a low rate
of growth in agriculture becauase of very skewed
distribution within the State. The irrigated
pockets - the pockets of faster agricultural
development within a State - are likely to absorb
larger share of the term loans for agriculture.
(Even IRDP loans show this characteristic.)
Tamil Nadu shows a much better growth rate of
sugarcane than the all-India average, while for
most other crops its performance has been poor.
Rajasthan shows a very high rate of growth of
rice, wheat and sugarcane - three major irrigated
crops - while in case of other, mainly unirrigated
crops, the growth rate has been negligible if not
negative. Itcan be safely conjectured that most of
the term loans must have gone to the canal
irrigated areas in the state. In Punjab nearly 90
per cent of the total cropped land is irrigated and
Punjab’sshare in total term loans is notonly three
times as high as its share in total cropped land,
but nearly half of its term loans is for purchase of
tractors and other farm implements. Indeed,
NABARD has to check Punjab’s propensity o
demand larger term loans for the purpose, in order
to ensure that other regions are not starved of the
earmarked funds for refinancing.
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The greater the level of agricultural develop-
ment, the greater the capacity and desire of
farmers to take term loans to finance capital
formation in agriculture. The poor credit-deposit
ratios of banks in any agriculturally underdevel-
oped region indicate only the other side of this
coin,

The implication of thisis thatone cannot depend
increasingly upon institutional credit and,
through it, on private sector investment in agri-
culture to bring about greater investment, pro-
duction and income in the vast regions of the
country presently agriculturally underdeveloped.
Let us remind ourselves of the Planning Com-
mission’s statement that only 15 per cent of the
cropped land in the country has accounted for
more than 50 per cent of the increased cereal
production in India in the post-green revolution
period. The under-developed areas are mainly the
eastern Indian States and the relatively low
rainfall regions spreading from north to south in
the western part of the country.,

The low rainfall (or the so-called dry) regions
in central and peninsular India are characterised
by low flow irrigation potential as well as greater
uncertainty of sub-soil water for irrigation [Rath
and Mitra, 1986]. A wider spread of the limited
flow irrigation in these regions would not only
give greater stability and growth to agriculture,
but also lead to greater income generation from
the given quantity of water and its wider distri-
bution amongst farmers and labourers than under
the existing pattern of use of water. The redesign
of the existing irrigation projects in this region as
well as the design of new ones keeping this
principle in view, will also have a beneficial
impact on exploitation of underground water
through wells and tubewells. The wider spread of
irrigation water and irrigated crops in this vast
region will lead to greater possibility of tapping
and recycling seeped water, thereby providing a
better basis and possibility of private investment
in wells and pumps. Greater public sector
investment in the flow irrigation schemes in this
manner would have useful impact on private
investment in irrigaton and related matters; not

otherwise [Rath and Mitra, 1989].
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Public investment in major and medium irri-
gation projects in the proper manner in the dry
regions cannot, however, reach more than half the
agricultural lands in the region. For the rest, land
bunding, terracing and other land development
measures are a crying need. These will conserve
top soil and rain water, and, through this, lead to
some improvement in farm production. But such
soiland rain waterconservation measures, carried
out on both public and private lands, cannot yield
a large enough incremental income over a rea-
sonable period of time in order to qualify as
private investment measures with the help of loan
finance. In the interest of long term conservation
of soil and water, the state has to undertake this
task as a public investment. But this in its turn
will provide wider basis for private investment in
wells in these areas. Public and private invest-
ments are in this manner closely tied, the suc-
cessful execution of the latter being dependent on
the full and proper implementation of the former.

In the eastern Indian States, the problem is of a
different order. Most upland regions have no
assured water supply despite reasonable rainfall
in the Kharif season. Design of flow irrigation
systems to benefit the uplands deserves greater
care and attention than appears to have been given
so far by the public sector. As for the plains there,
which contain some of the best agricultural lands,
several factors, like floods and cyclones, exces-
sive fragmentation of land, poor (or no) roads and
communications, besides the socio-political
hangover of the feudal system of land settlement
till the middle of the fifties, are responsible for
poor investment in the development of agricul-
ture. Greater attention to flood control than has
beenbestowed inthe pastis needed. Despite good
underground water potentiality, well (or now
tube-well) irrigation was uncommon in these
regions until now, and in many parts even today.
Apart frcm floods, poor communications and
fragmentation appear to be the major obstacles.
Public investment in these, as well as interest or
capital subsidy to farmers sinking shallow tube-
wells, and free dugwells by the public sector on
every farmer’s land provided the farmers agree to
consolidation of holding, may break the age-old
incrtia of farmers in this type of private capital
formation in agriculture [Rath, 1985(b)].
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Enough has been said to indicate how successful
private investment in the agriculturally undevel-
oped regions is crucially dependent on acts of
public investment. Unfortunately, the Seventh
Plan has put lesser resources on such types of
public investment in agriculture than what was
achieved during the Sixth Plan, not to mention
what was originally planned. There appears to be
a conviction that rural development needs IRDP
type of programmcs rather than rapid growth of
agricultural production potential. This is why a
substantial part of the planned private investment,
and cven a part of the reduced public investment,
is on these schemes.

Onc cannot overemphasise the fact that devel-
opment of agriculture is the first and major
mcthod of reducing rural poverty. The rural
regions with high incidence of poverty are also
regions with poor agricultural development; and
regions which had rapid agricultural growth show
lowcer incidence of poverty - indeed, they help the
migrant labourer from the poor regions. A pro-
perly worked out public sector investment plan in
irrigation, soil and water conservation and
communication developmentcan atthe same time
absorb large bodies of wage labour in the poverty
stricken regions. Agricultural growth arising out
of these acts of public investment can create
incrcasing scope for private investment both in
agriculturc as well as in other self-employment
gencrating enterprises advocated under IRDP.

Nor is there any reason to feel complacent about
the performance of India’s agriculture. The large
buffer stock should not be misread: one must
remember that it has been built over the years
cntircly through imports. Bad agricultural years
in succession can sce the usable parts of the stock
vanish in no time. The growth rate in agricultural
production between 1978-79 and 1983-84, two
good yecars, was 2.13 per cent, and of income
between these years was only about 1.7 per cent.
With no higher, but somewhat lower level of real
investment in agriculture, one cannot reasonably
expect a much higher growth rate. In fact, the
reduced investment of the Sixth Plan is likely to
show its impact in the Seventh Plan period. And
the still lower investment in the Seventh Plan can
scarcely ensure a better performance in the fol-
lowing years.
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The stagnant level of per capita income in
agriculture and the unchanging rate of growth of.
agricultural production and income - a variant of
the late Prof. Raj Krishna’s Hindu rate of growth
- needs a boost. Greater attention to agricultural
investment is the minimum that is needed for the
purpose, if the vast mass of Indians living in rural
areas is not to be cheated by the urban middle and
upper classes of the fruits of economic develop-
ment.

FOOT NOTES

1. The data on Net Domestic Product in Agriculture at
1970-71 prices, and the Index of Gross Agricultural Produc-
tion are presented in Table 1.

2. Refer to Table 2.

3. The actual total Plan outlay figures for any Plan period
cannot be directly compared with the projected outlay figures
in the Plan document, since the former are at prices of the
respective years while the latter are at the pre-Plan year’s
prices. There is no way of recomputing these at common prices
either. Comparison can be attempted only indirectly, and th
procedure is explained below: :

The Plan documents give sector-wise as well as total
Planned Investment figures. This (gross) Investment figure is
the Total Plan Outlay minus the Current Outlay during the
Plan period. For the total Private and Public Sector and the
national total, this (gross) Investment implies the sarne as the
Gross Capital Formation calculated in the National Accounts
Statistics published annually by the Central Statistical Orga-
nisation. Therefore, it is possible to compare the total Planned
Investment in the Public (and Private) Sector in the Plan
document with the actual Gross Capital Formation figures in
the National Accounts Statistics. However, such a comparison

. is not possible for the individual sub-sections in the Plan

document, like agriculture and allied activities. For, the
National Accounts classify the Gross Capital Formation in the
Public (and Private) Sectorinto sub-sectors (or, what is termed
industry-of-use) by taking only direct investments into the
sub-sector into account, while in the Plan document many
indirect investments also feature in the sub-sectoral invest-
ments relating to agriculture, etc., in the Public Sector.

Therefore, in order to estimate the actual Investment in
agriculture (in terms of the Plan document) during the Plan
period, the following procedure is adopted :

Fourth Plan :- The share of agriculture and allied activities
in the Public Sector Plan Outlay was 24 per cent while in the
actual it was 23.3 per cent; that is, there was a short-fall of
2.92 per cent in this share. Assuming that there was an identical
short-fall of 2.92 per cent in the share of agriculture in the
actual total Public Sector Investment as against planned
(which was 23.4 per cent, that is Rs.3,191 Crores out of
Rs.13,655 Crores), the share of agriculture in actual total
Public Sector Investment would be 22.71 per cent only, or
Rs.2,863 Crores (Total actual Public Sector Investment, at
1968-69 prices, =Rs.12,603 Crores). This is 10.3 per cent less
than what was planned in the Public Sector, while the short-fall
in total Public Sector Investment was 5.3 per cent.
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Fifth Plan ;- Unlike the other Plans, the Fifth Plan document
presents only total Plan Outlay figures for the Public Sector
and its sub-sectors, but no Investments. However, the actual
total Gross Capital Formation (i.e., gross investment) in the
Public Sector during the Fifth Plan wmed out to be equal to
96 per cent of the total planned Outlay in the Public Sector
(both at comparable prices). Since Investment in the Public
Sectorin a Plan constitutes around 85 per cent of the total Plan
Outlay, it can be safely inferred that the actual Investment in
the Public Sector was somewhat higher than planned. And
since the share of agriculture, etc., in the actual Plan Outlay
was marginally higher than planned, it can also be inferred
that the actual Investment in agriculture, etc., in the Public
Sector was somewhat higher than intended.

Sixth Plan :- The share of agriculture, etc., in total Public
Sector Outlay was 25.3 per cent in the Plan, and 23.9 per cent
in actuality, a shont-fall of about 5.5 per cent. Therefore,
assuming the same percentage short-fall in the share of
agriculture, etc,, in the actual investment over planned
investment in the Public Sector (20.7 per cent), we may say
that agriculture’s share in the actual Public Sector Investment
in the Sixth Plan was 19.55 per cent. This comes to Rs.13,456
Crores (at 1979-80 prices). This was 22.52 per cent less than
what was planned (Rs. 17,367 Crores), while the short-fall in
total Public Sector investment during the Sixth Plan was 8.5
per cent only. This implies a relatively significant diversion

“of plan investment from agriculwre, etc., during the plan
period.

4. Refer to Table 3 for Plan investments in the Public and
Private Sectors in agriculture, etc., for the four Plans, Fourth
to Seventh. .

5. The detailed data are presented in Table 4.

6.Indeed, the rise in the implicit price index of gross capital
formation in agriculture in the public sector during 1980-81
and 1984-85 has been much greaterthan the rise in the implicit
price index for gross capital formation in the total public
sector, the former being 78 per cent while the latter was 52
per cent only. This in itself deserves serious attention. For the
implicit price indices, see Table 5.

7. These comments are based on Gross Fixed Capital
Formation in Agriculture, calculated by deducling the
inventories in agriculture from the gross capital formation
figures, adjusted for errors and omissions, and presented in
columns 16 to 21 and 28 t0 33 in Table 4. Separate estimates
for Gross Fixed Capital Formation in Agriculture, without
adjustments for errors and omissions, are presented in col-
umns 3410 41 in Table 4. These show the Gross Fixed Capital
Formation in Agriculture as a percentage of GDP in
agriculture, both at 1970-71 prices, 1o be about one percentage
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point higher during the Sixth Plan than towards the latter part
of the Fourth Plan, and only about 0.5 percentage point higher
than during the Fifth Plan.

8. This is estimated by assuming the total loans for tractors
to form the same percentage of all term loans to agriculture
as in case of total NABARD refinance for agricultural loans
by all banks. ‘

* 9, Refer to Table 4, for the relevant data.

10. The data for the beginning of the seventies, not presented
here, relate essentially to term loans by the cooperatives and
Land Development Banks. Data from 1973-74 t0 1984-85 are
given in Table 6.

11. For detailed State-wise data on term loans to agriculture
and allied activities, see Table 7.
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TABLE 1. INDIA’S NET DOMESTIC PRODUCT IN AGRICULTURE, AT 1970-71 PRICES, AND INDEX OF GROSS AGRICULTURAL
PRrRODUCTION (1970-71=100)

Year Net Domestic Product- Index of Agricultural Year  Net Domestic Product- Index of Agricultural

Agr. (at 1970-71 . Production (Triennium Agr. (at 1970-71 - Production (Triennium
" Price) Rs. Crores)  ending 1969-70=100) Prices) (Rs. Crore)  ending 1969-70=100)
1950-51 9859 58.5 1968-69 14121 97.3
1951-52 10013 59.4 1969-70 15034 103.8
1952-53 10560 62.9 1970-71 16354 1115
1953-54 11419 71.0 1971-72 16209 111.2
1954-55 11417 722 1972-73 15118 102.2
1955-56 11383 71.9 1973-74 16298 112.4
1956-57 11953 76.2 1974-15 15934 108.6
1957-58 11321 70.8 1975-76 18066 125.1
1958-59 12604 82.2 1976-77 16886 116.3
1959-60 12364 80.1 1977-78 19046 132.9
1960-61 13143 86.7 1978-79 19569 138.0
1961-62 13234 86.8 1979-80 16886 117.0
1962-63 12875 85.3 1980-81 19071 135.3
1963-64 13204 87.2 1981-82 19860 142.9
1964-65 14429 96.9 1982-83 19215 137.5
1965-66 12279 808 1983-84 21461 156.4
1966-67 12084 80.7 1984-85 21218 155.0
1967-68 14043 98.9 1985-86 n.a. 156.0

Sources: 1. NDP from National Accounts Statistics 1970-71 - 1984-85, January 1987, C.S.0., Government of India, Statement
6, and Coresponding Tables in earlier volumes.

2.Index of Agricultural Production from Indian Agriculture in Brief, 20th Edition, Directorate of Economics and Statistics,
Ministry of Agriculture and Rural Development, Govt. of India, Table 1.72 upto 1981-82, and Economic Survey, 1986-87,
Govt. of India, Appendix Table 1.4 from 1982-83 to 1985-86.

TABLE 2. PROJECTED PLAN OUTLAY AND ACTUAL OUTLAY ON AGRICULTURE AND
RELATED FIELDS IN THE PUBLIC SECTOR IN THE SUCCESSIVE PLANS
SINCE THE FOURTH FIVE YEAR PLAN.

(Rs.Crore)
Planned Outlay . Actual Outlay
Fourth Fifth Sixth Seventh Fourth Fifth Sixth
Plan Plan Plan Plan Plan Plan Plan
1. Agriculture & Allied 2728 4643.59 5695.07 10573.62 23204 4864.9 6623.5
Sectors. (17.2) (11.8) (5.8) (5.9 (14.7) (12.3) 6.1)
2. Rural Development. - - 5363.73 907422 - - 6996.8
5.5) (5.04) 6.9
3. Special Area - - 1480.00 3144.69 - - 1580.3
Programmes (1.5) (1.8) (1.4)
4. Irrigation and 1087 3440.18 12160.03 1697865 1354.1 3876.5 10929.9
Flood Control ©.8) (8.8) (12.5) (9.4) (8.6) 9.8) (10.0)
Sub-Total 3815 8083.77  24698.83 39771.18 3674.5 8741.4 26130.5
(24.0) (20.6) (25.3) 22.1) (23.3) (22.2) (23.9)
5. Total Plan Outlay 15902 39287.49 97500 180000 15778.8 39426.2 109291.7
(100) (100) (100) (100) (100) (100) (100)

Note: The planned Outlay for the Fourth, Sixth and Seventh Five Year Plans are in 1968-69, 1979-80 and 1984-85 prices
respectively. For the Fifth Plan they are as follows: for 1974-75 they are at current prices, and for the remaining four years,
1975-79, at 1975-76 prices. The outlay figures exclude inventories for the Fifth Plan.

Sources: Planned Outlay:-(i) Fourth Five Year Plan 1969-74,, Table 1, P.53; (ii) Fifth Five Year Plan, 1974-79, P.52; (ii)
Sixth Five Year Plan, 1980-85, Annexure 4.3; (iv) Seventh Five Year Plan, 1985-90, Vol.I, Table 3.4(a)

Actual Outlay:-Economic Survey, 1986-87 (Govt. of India), Appendix Tables 2.4 - 2.6. Figures in brackets are percentages
to total.
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TABLE 3. INVESTMENT IN PUBLIC AND PRIVATE SECTORS IN AGRICULTURE AND THE TOTAL PLANIN THE FOURTH, FIFTH,

SIXTH AND SEVENTH FIVE YEAR PLANS

[Rs. Crore)
Item 4th Plan 5th Plan 6th Plan 7th Plan
1.Total Plan Investment 22635 N.A. 158710 322366
2.Total Plan Investment in :
Public Sector 13655 39287 . 84000 154218
3.Total Plan Investment in
Private Sector 8980 N.A. 74710 168148
4.Total Planned Agricultural
Investment 4791 N.A. 33468 61622
5.Total Planned Agricultural
Investment in Public Sector 3191 8084 17367 27574
6.Total Planned Agricultural
Investment in Private Sector 1600 N.A. 16101 30048
Actual Capital Formation:
(at comparable Prices)
7.Total Gross Domestic Capital
Formation (GDCF) in India 33343 83407 145204
8.GDCF in Agriculture 6407 15352 26689
9.GDCF in Public Sector 12933 37787 68815
10.GDCF in Public Sector
in Agriculure 2094 4820 7458
11.GDCEF in Private Sector 20410 45620 76389
12.GDCF in Agriculture in
Private Sector 4313 10532 19231
Actual Capital Formation:
(at 1970-71 Prices)
13.Total GDCF 37548 48252 63325
14.Total GDCF in Agr.Sect. 7109 8939 11545
15.Total GDCF in Pub.Sect. 12603 22066 30919
16.GDCF in Agr.in Pub.Sect. 2053 2766 3177
17.GDCF in Private Sector 24945 26186 32406
18.GDCF in Private Sector
in Agriculture 5056 6173 8368
19.2) as % of (1) 60.3 N.A. 529 478
20.(3) as % of (1) 39.7 N.A. 47.1 522
21.(4) as % of (1) 212 NA. 21.1 19.1
22.(5) as % of (2) 234 20.6 20.7 179
23.(5) as % of (4) 66.6 NA. 519 44.7
24.(6) as % of (3) 17.8 NA. 21.6 17.9
25.(6) as % of (4) 334 N.A. 48.1 55.3
26.(Ty as % of (1) 1473 N.A. 91.5
27.09) as % of (7) 38.8 453 474
28.(9) as % of (2) 94.7 96.2 81.9
29.(8) as % of (7) 192 18.4 18.4
30.(10) as % of (9) 162 12.8 10.8
31.(10) as % of (8) 327 314 279
32.(11)as % of (7) 612 54.7 52.6
33.(11) as % of (3) 2213 NA. 102.2
34.(12) as % of (11) 211 23.1 252
35.(12) as % of (8) 673 68.6 72.1
36.(12) AS % of (6) 269.6 NA 119.4
37.(15) as % of (13) 336 457 48.8
38.(17) as % of (13) 66.4 443 512
39.(14) as % of (13) 189 18.5 18.2
40.(16) as % of (15) 163 12.5 103
41.(16) as % of (14) 289 30.9 27.5
42.(18) as % of (17) 203 236 258
43.(18) as % of (14) 711 69.1 725

Source: The figures in rows 1 to 6 are from the respective Plan documents. The data for the Fifth Plan refer to total outlays
’and notinvestment. The data in rows 13 to 18 aretaken from the different volumes of the National Accounts Statistics (C.S.0.).
I'he figures for 1969-70 for the Public Sector have been guessed by us. The data for agriculture include fishing forestry and
logging as well. The datain row 7 10 12 are caloulated by using the implicit Price Indices in the National Accounts Statistics.
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TABLE 5. IMPLICIT PRICE INDICES
Year GDPin GDCF in GDCEF in Public Sector GDCF in Private Sector
Agriculture Agriculture in Agriculture in Agriculure
¢))] @ €)) ) )
1970-71 100.0 100.0 100.0 100.0
1971-72 104.3 105.5 109.5 104.1
1972-73 1229 114.1 120.5 1115
1973-74 154.0 133.9 136.3 133.0
1974-75 170.3 158.1 165.1 1553
1975-176 143.1 174.1 176.0 1732
1976-717 156.1 181.7 1806 1822
197718 159.6 189.1 187.3 190.1
1978-79 158.7 199.7 203.7 198.2
1979-80 1877 229.4 234.5 226.9
1980-81 206.2 253.4 267.4 2413
1981-82 2143 279.6 3142 2653
1982-83 232.4 301.7 378.6 2727
1983-84 263.7 335.1 426.0 306.2
1984-85 271.4 359.9 4752 3262

" Source: Data in Table 4 at current and at 1970-71 prices

TABLE 6. TOTAL TERM LOANS TO AGRICULTURE AND ALLIED ACTIVITIES AS PERCENT OF GROSS FIXED CAPITAL
FORMATION IN AGRICULTURE AND FISHERIES IN THE PRIVATE SECTOR.

Year Gross Fixed Capital Formation in Agri-  Total Term Loans to Agriculiure & (3) as Per cent of
culture & Fisheries in Private Sector allied Activities by Financial Institu- 2)
(Rs. Crore) tions (Rs. Crore)

M @ 3) @
1973-74 1378 43777 31.8
1974-75 1283 42715 333
1975-76 1199 51290 42.8
1976-77 1924 680.58 354
1977-78 2255 680.64 30.2
1978-19 2817 872.09 31.0
1979-80 2593 1109.85 42.8
1980-81 3242 1412.66 43.6
1981-82 3217 1651.98 514
1982-83 3396 1593.14 46.9
1983-84 4401 1908.94 434
1984-85 4547 2435.42 53.6

Source: Gross Fixed Capital Formation figures taken from col. 26 of Table 4 and GDCF in Fishing added to it. Total Term
Loans to Agriculture and allied activities (including animal husbandry and fishing) obtained from the National Bank for
Agriculture & Rural Development (NABARD).
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SOME ASPECTS OF GROWTH OF BANKING IN INDIA

'S.P. Gothoskar

Nationalisation of 14 major commercial banks in 1969 marked the beginning of a new phase
of growth and development of banking in India. This study is an attempt to present differentials in
profiles of pre- and post-nationalisation branches of banks in India, as emerging at the end of June
1980 and June 1985. The magnitudes involved were large and qualitative changes profound.

At the end of 1949, the number of commercial
bank branches in India was only 4,263 of which
rural branches numbered about 700. Twenty
years later, at the end of June 1969, the number
of branches had increased to 8,262, of which
1,832, that is, 22.2 per cent were in rural areas.
Butthe share of the rural branches in depositsand
credit was still only 2 to 3 per cent. Metropolitan
cities contributed about S0 per cent of the bank

- deposits and shared more than two-thirds of bank
credit. There was transfer of funds, mostly from
semi-urban areas to metropolitan cities.

InJuly 1969, fourteen major commercial banks

were nationalised. Since then, there has occurred

alarge spatial expansion. Thus, from a coverage
of a mere 1,692 rural centres at the end of June
1970, the network was spread over 11,968 rural
centres at the end of Junie 1980 and 26,569 centres
by the end of June 1985 (Table 1). Coverage of
semi-urban centres was also extended from 2,407
in June 1970 to 3,940 at the end of June 1985".
Roughly, rural centres had one branch each while
semi-urban centres had about 2-3 branches each.
The number of urban and metropolitan centres
remained unaltered during 1970-85, though the
number of branches increased.

TABLE 1. NUMBER OF CENTRES WITH BANK BRANCHES

Area No. of centres and branches at the end of
June 1970 June 1975 June 1930 June 1985
Centres Branches ‘Centres Branches Centres Branches Centres Branches

Rural - 1,692 1,790 4791 - 5,108 11,968 12,889 26,569 28,195
Semi-urban 2,407 4104 3,040 6,447 3,497 9,199 3,940 10,971
Urban 217 2358 217 4,002 217 6,057 217 7,595
Metropolitan 10 1,718 10 3,026 10 4324 10 5,205
Total 4,326 9970 8,058 18,583 15,692 32,469 30,736 51,966

In this article, we shall examine some aspects
of this growth, by considering branch level data,
classified by the age of the branch and the area of
its location. In Section I, we shall analyse the
pattern of deposits. In Section 11, we shall analyse
the pattern and size of bank credit and the
credit-deposit ratio. Results of a sample survey

on profitability of bank branches are given in
Section I11.

The source of data for Sections I and I1 is the
Basic Statistical Returns (BSR) submitted by the
banks®. The data relate to public sector banks
including regional rural banks, and other sched-
uled commercial banks. The Basic Statistical

(Late) S.P. Gothoskar was the Principal Adviser, Department of Statistical Analysis and Computer Services, Reserve
Bank of India. Unforwunately, on April 28, 1989, he died suddenly of a heart-attack while in London. In the circumstance, the
editing has been done without the advantage of consulting the author. We deeply regret the loss of a valued colleague.

Computer processing support for various tabulations given in this article was extended by T.P. Venugopalan, BrijKishore
and their team. Computational assistance and statistical tests were carried out by A.K. Nag and V.M. Doshi. The draft was
checked by Shri A.K. Srimany, Smt. S. Madanmohanan and Smt. P.L. Laxminarayanan. The author desired to gratefully

acknowledge this support.
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Returns (BSR) were modified in 1983 and
uniform branch-wise data are not available on all
the items, as a time series. Our study for deposit
and credit growthrelates toabout 28,600 branches
while the detailed credit profiles relate to about
27,000 branches. To ensure consistency, the
credit-depositratio analysis is based on acommon
setof branches, covering about 95 per centof bank
deposits and credit in June 1980. We have gen-
erally presented data in the form of percentages
and ratios as the absolute figures are easily
available in banking statistics.

For the purpose of our study, bank branches
have been grouped into three age groups, namely,
A established priortoJune 1970, B : established
during July 1970 to June 1975 and C : established
during July 1975 to June 1980. In each age-group,
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branches are further classified according to their
location, namely, rural, semi-urban, urban and
metropolitan areas, asdefined in the BSR system.
Besides, the cities of Bombay, Delhi, Calcuttaand
Madras art: treated separately. The branch group
performance is then analysed for assessing the
changes in their profiles during the period
1980-1985.

Aswill appear from Table 1, during 1970-1980,
22,499 new branches were opencé and the
banking network was extended to 11,366 new
centres which were mostly in rural and semi-
urban arcas. Table 2 gives the details of the
number of unbanked centres where bank branches
were opened since 1970 and the number of bank
branches functioning in them at the end of June
1975, 1980, and 1985.

TABLE 2. NUMBER OF BRANCHES OPENED DURING 1970-1985
IN UNBANKED CENTRES

Area Period No.of
unbanked No.of branches functioning
centres End June End June End June
covered 1975 = 1980 1985
Rural 1970-75 3,098 3,147 3,368 3,591
. 1975-80 7,172 . 7,290 7,477
1980-85 14,601 . “ 14,683
Semi-Urban 1970-75 633 686 842 963
1975-80 457 . 488 534
1980-85 443 .- 465
deposit peraccount and contributions of branches
SECTION I

This Section deals with deposit profiles of bank
branches in June 1980 and June 1985, classified
by area of location and age group of bank
branches. One of the questions which we would
like to examine is how far the aggregate bank
deposit growth rate has been accelerated by the
emergence of new branches in the post-
nationalisation period and whether the growth
rate in deposits of pre-1970 branches, i.e. the A
Group, has been stunted due to emergence of new
branches (i.e. B and C Groups) after 1970.
Besides examining the average amount of
deposits per branch and their growth during
1980-85, the composition of aggregate deposits
in terms of current, savings, and term deposits is
also studied. Further, the average amount of

indifferent area - groups to total deposits are also
given. As the scope of our analysis is restricted to
branches established upto June 1980 only, the
ratios/patterns for June 1985 given in this article
mightdiffer from the published data for June 1985
which are inclusive of branches established after
June 1980.

One of the aspects of our study is to examine
groupwise contributions in deposit mobilisation
and to assess whether the new branches had
stunted the growth of old branches and how far
the new branches have succeeded in exploiting
additionally the total deposit potential in the
economic system. For this purpose, we require
branchwise data on deposits, as a time series.
These data are available only for the period June
1980 onwards.
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Table 3 shows growth in deposits during
1980-85 according to branch groups in different
areas. As the Group C branches started with alow
deposit base, the percentage increases recorded
by them in all the areas were more than double
the increases recorded for branches in Group A.
The growth inrespective age groups was almost
the same in the case of semi-urban, urban and
metropolitan areas. Despite the massive branch
expansion in rural areas resulting in stiff com-
petition to Group A branches, the Group A
branches in rural areas recorded a substantially
higher growth in deposits as compared with
Group A branches in other areas.

TABLE3. DEPOSIT GROWTH-RATES DURING 1980-85
ACCORDING TO BRANCH GROUPS

Area/City Percentage increase in total deposits
during 1980-85

Group A GroupB GroupC  Total
Rural 1148 1543 2686 1627
Semi-urban 942 1380 220.7 1161
Urban 874 1396 2102 1116
Metropolitan 837 1394 2017 1050
Bombay 90.8 1448 2322 1074
Delhi 926 1477 2044 1167
Calcutta 584 1300 1715 842
Madras 76.9 1492 19%.8 99.1

Among the four metropolitan cities, branches
in Delhi recorded the highest growth while
branches in Calcutta had the lowest growth.
Madras city recorded higher growth in all the
groups as compared with branches in Calcuita
city. The C Group of branches in Bombay city
recorded the highest growth in all the four met-
ropolitan cities.

In order to explain the growth of bank deposits,
Rangarajan [Rangarajan, Pp. 6-8] had used
nationalincome at current prices and the number
of bank branches as explanatory variables. While
fitting a regression equation over a long time
period, a dummy variable can be used to capture
the change in marginal propensity due to changes
in qualitative and other factors not used as
explanatory variables in a regression equation.
Rangarajan regressed total deposits (TD) on
national income at current prices (Y) and a
dummy variable D. Using data for the period
1951-52 10 1975-76 and giving value ‘1’ 1o the

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

JAN-JUNE 89

dummy variable from 1969-70 onwards and ‘0’
for the earlier years, the estimated regression
equation was
TD = 968.151 +0.185Y + 0.037 YD
: (11.286) (3.11)

with R® = 0.983. The equation showed that the

"marginal deposit income ratio had risen from

0.185 before 1969-70 to 0.222 thereafter.
Co-efficient of the dummy variable usedin the
above regression equation has captured the effect
of post-nationalisation developments and
explains the deposit growth. This technique can
further be modified [Johnston, Pp. 225-233] to
capture simultaneously the changes in the inter-
cept and the slope of the regression line, by
changing the equation from
TD=3,bY +bDY to
TD =3, +2,D +bY + bDY
We estimated this equation by using data for
the period 1950-1985 and defining the dummy
variable asD = 1 from 1970-71 onwards and D =
0, otherwise. But with longer period, Y and DY
became highly correlated, when D was defined as
unity over a long period. Branch expansion
impact was positive but insignificant. Because of
the problem of collinearity between Y and DY,

- the coefficient of DY was not stable in different

equations. '

Hence the total period of 1950 to 1985 was split
up into two sub-periods of 1950 to 1969 and 1970
to 1985 and separate regression equations were
fitted, which gave the following results.

I. Period 1950-1969

TD =a + bY where TD was aggregate deposits
and Y, the national income at current prices.
The estimated equation is

TD =-448.15" + 0.17"Y
4.9) (32.1)
S.EE.=170.13R* =0.98
DW. =130 Elasticity=1.20
IL A. Period 1970-85
{without duramy variable)
TD = -14367.83%* + (.52%%Y
10.6)  (40.2)
S.EE.=252035R*= 099
DW. =112 Elasticity = 1.43
1L B. Period 1970-85
(with dummy variabie)

Dummy D= 1, for 1980-81 onwards
=0, otherwise.
TD = -12087.4** + 0.48”'Y + 0.03DY
123y Q2

S.EE.=249032R*=099
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In all the equations, the figures in brackets are
the ‘t’ values. The coefficients were highly sig-
nificant except for the dummy variable. The
estimated equations show that the marginal
propensity has gone up from (.17 in the pre-
nationalisation period to 0.51 in the post-
nationalisation period.

The distributions of bank branches in Groups
A, B and C, according to deposit amount, show
significant shifts towards large sized branches.
These distributions for the rural, semi-urban,
urban and metropolitan areas, for the periods June
1980 and June 1985 and the average deposits per
branch are given in Table 4. During 1980-85 the
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average deposit amount per branch had more than
doubled in all the areas. The disparity between
rural branch and metropolitan branch, which was
higher than the ratio of 1:11 in June 1980 had got
reduced to the ratio of 1:9 in June 1985.

In the case of rural areas, inJune 1980,51.5 per
cent of A Group branches, 224 per cent of B
Group and only 3.1 per cent of C Group had
deposits of more than Rs.50 lakhs. By June 1985,
these percentages had moved to 86.6, 65.5 and
29.5 respectively. In the C Group, the percentage
of bank branches with deposits of less than Rs.10
lakh had got reduced from about 59.9 per cent to
104 per cent.

TABLE 4. DISTRIBUTION OF BANK BRANCHES ACCORDING TO SIZE OF DEPOSITS

(Per cent)
Rural Semi-Urban

Size of Deposits June 1980 June 1985 June 1980 June 1985
(Rs.lakh) .

A B C A B C A B C A B C
Less than 10 1.7 104 599 0.2 07 104 04 1.6 162 03 03 1.5
10-20 104 255 226 07 41 212 20 39 199 02 0.8 3.7
20-30 12.7 - 189 84 25 9.0 171 35 121 178 05 21 5.0
30-40 13.1 134 39 52 105 125 49 119 144 13 32 6.3
40-50 10.6 94 2.1 48 102 9.3 6.1 113 9.4 16 34 6.3
50-100 324 180 26 309 333 202 296 348 181 115 257 329
More than 100 19.1 44 05 557 322 93 535 194 42 B46 645 443
Average deposit per
branch (Rs. lakh)

6.1 364 125 1484 924 461 1469 699 359 2853 1663 11590
Average Deposit per
branch (A+B+C)
(Rs. lakh) 29.8 78.4 95.4 206.1

Urban Metropolitan

Size of Deposits June 1980 June 1985 June 1980 June 1985
(Rs.lakh) .

A B C A B C A B C A B C
Less than 10 0.3 1.1 16 0.2 0.4 03 0.4 09 23 0.5 05 0.3
10 - 50 52 209 512 0.9 37 101 1.0 104 361 0.2 15 3.0
50 - 60 23 5.9 9.2 0.6 20 37 0.8 44 1.6 01 06 1.9
60 - 70 23 7.9 16 0.8 1.9 57 0.8 36 9.2 0.1 08 2.1
70 - 80 2.8 7.2 50 0.8 24 44 1.3 - 46 6.2 0.1 12 2.7
80 - 90 35 6.4 44 1.0 35 37 0.7 46 5.4 0.3 19 3.0
90 - 100 38 5.9 34 1.2 27 50 1.5 47 49 03 14 2.8
More than 100 798 447 116 945 834 671 935 668 283 984 921 842
Average deposit per
branch (Rs. 1akh) 2766 1215 553 5184 2910 1714 5903 1927 106.8 10847 4612 322
Average Deposit per
urban branch
(A+B+C) Rs. lakh) 162.5 3439 3274 6712
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In the case of semi-urban areas, more than 83.1
per centin A Group, 54.2 per cent in B Group and
22.3 per cent in C Group had deposits of more
than Rs.50 lakh, in June 1980. These percentages
had movedupto 96.1,90.2and 77.2, respectively.
Here also, we see that the distribution of rural
branches in June 1985 was closer to the distri-
bution of semi-urban branches in June 1980.
Similar shifts are observed in urban and
metropolian branches, particularly in Groups B
and C. In June 1985, more than 90 per cent of
branches in Group A in these two areas had
deposits of more than Rs.100 lakh each. In both
these areas, there were very few bank branches
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with deposits of less than Rs.10 lakh.

Table 5 shows changes in percentage contrib-
utions in different types of bank deposits in
different areas by the three age groups during
1980-85. In June 1980, Group A branches in rural
areas were far ahead as compared with Group C
branches. 42 per cent of rural deposits were held
by Group A, 36 per cent by Group B and 22 per
cent by C branches. This position had evened out
by June 1985 and the contributions of the three
groups were almost equal for all types of deposit
accounts in rural areas. (34, 35 and 31 per cent
respectively).

TABLE 5. GROUPWISE SHARES IN BANK DEPOSITS IN 1980 & 1985

(Percent contribution within area)

June 1980 June 1985

Area Group  Cumrent  Savings Term Total Current  Savings Term Total
’ A 41 39 - 44 42 38 32 35 34
Rural B 35 37 36 36 33 36 35 35
C 24 24 20 22 29 32 30 31
A ) 70 72 n 66 63 65 64
Semi-urban B 17 18 17 18 18 20 19 19
C 12 12 1 11 16 17 16 17
A 70 67 69 68 64 59 60 61
Urban B 20 21 21 21 22 23 24 23
C 10 12 10 i1 14 18 16 16
A 75 68 73 72 69 62 65 65
Metropolitan B 14 22 18 18 17 24 21 21
: C 11 10 9 10 14 14 14 14
A 81 76 80 79 74 68 76 73
Bombay B 12 17 14 14 16 20 15 17
C 7 7 6 7 10 12 9 10
A 72 63 70 69 62 58 63 61
Delhi B 16 25 17 19 19 26 20 22
C 12 12 13 12 19 16 17 17
A 75 68 69 71 70 63 55 61
Calcutta B 14 22 21 19 15 23 29 24
C 11 10 10 10 15 14 16 15
A 76 65 77 75 67 63 67 66
Madras B 15 26 16 17 20 25 21 22
C 9 9 7 8 13 12 12 12

Compared to the rural areas, the semi-urban
branches in Group C appeared to have made much
slower progress. Their contribution has increased
from 11 per cent to 17 per cent only during the
period 1980-85. This was also the position in the
case of urban areas. In both these areas, the B
Groupof branches had improved their shares only
marginally. Unlike in rural areas, the importance
of A Group of branches in these two areas got

reduced by small margins during this period.

In metropolitan cities also, the contribution of
B Group of branches improved from 18 per cent
t0 21 per cent only during this period. However,
the contribution of C Group of branches in these
cities improved sigaificantly for all types of
accounts,

Coming to the four major citics, adifferent type
of pattern was seen. In Bombay city, the B and C
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Groups of branches increased their shares in
current and savings deposits whereas in Delhi city
these Groups improved their shares mainly in
term deposit accounts. This was also the case in
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Calcutta and Madras cities. Overall, noticeable
change in the contributions todeposits of different
types was observed for the C Group of branches
in these cities.

TABLE 6. SHIFTS IN TYPES OF DEPOSITS DURING 1980-85

(Percent Pattern)
June 1980 June 1985

Area Group  Current Savings  Term Total Cument  Savings Term Total
A 8 40 52 100 8 36 56 100

" Rural B 7 44 49 100 7 39 54 100
C 9 47 44 100 7 40 53 100

A 11 33 56 100 10 34 56 100

Semi-urban B 11 35 54 100 10 36 54 100
C 12 36 52 100 10 35 55 100

A 16 27 57 100 16 27 57 100

Urban B 15 28 57 100 15 27 58 100
C 15 31 54 100 13 30 57 100

A 21 21 58 100 24 22 54 100

Metropolitan B 16 27 57 100 18 27 55 100
C 21 23 56 100 22 24 54 100

A 21 23 56 100 26 21 53 100

Bombay B 17 28 55 100 25 28 47 100
C 24 26 50 100 26 27 47 100

A 17 19 64 100 17 23 60 100

Delhi B 14 28 58 100 15 29 56 100
C 17 20 63 100 19 22 59 100

A 27 20 53 100 27 - 23 50 100

Calcutia B 19 23 58 100 14 21 65 100
C 27 20 53 100 23 21 56 100

A 20 14 66 - 100 26 20 54 100

Madras B 17 24 59 100 25 24 51 100
C 23 18 59 100 27 21 52 100

Table 6 shows shifts in pattern of deposits of
different categories of bank branches. In rural
arcas, significant shifts from savings deposits to
term deposits were observed in all the Groups, but
in semi-urban areas, the pattern remained stable
over the five year periodinall the Groups. Further,
the term deposits share in June 1985 was 56, 54
and 53 per cent in Groups A, B and C in rural and
56,54 and 55 in Groups A, B and C in semi-urban
arcas. In fact, if we look to the corresponding
figures for urban and metropolitan areas, we find
that there are no significant differences in the
sharesof term deposits in different categories (age
and area) of bank branches. The rural branches
which were lagging behind in June 1980 in this
respect had caught up with other areas by June
1985. Typically, the shares of current deposits
have remained stable in rural, semi-urban and

urban areas over the period 1980-85, and showed
anincreasing trend as we move from rural tourban
areas.

Metropolitan branches showed a different
phenomenon. In this area, the shares of savings
deposits remained stable during 1980-85.
Between term deposits and current deposits,
significant shift was observed in favour of current
deposits only in the case of A Group of branches.

The patterns of deposits in metropolitan
branches can be seen more closely by examining
the figures for the four metropolitan cities. In all
the four cities, the shares of term deposits have
declined, particularly so in Madras City. The
shares of current deposits showed substantial
increase in Bombay and Madras; but in Delhi and
Calcutta, a larger share of fall in term deposits
was taken over by savings deposits. The mixed
trends in these four cities could have arisen more



due to fierce competition with other financial and
non-financial instimations. Current deposits are
generally held by trading and manufacturing
establishments and this is reflected in higher
shares of such deposits in Bombay and Calcutta
as compared with Delhi and Madras. However,
by June 1985, Madras seems to have come closer
to Bombay.

Thus, except in the case of rural branches, the
opening of new branches has had little impact on
the shares of different types of deposits and the

JOURNAL OF INDIAN SCHOOL OF POLITICAL ECONOMY

JAN-JUNE 89

pattern was similar in all groups within the
respective areas. But once again, in the four
metropolitan cities, the impact of new branches
was varied. The changes in pattern of deposits
over different groups within a city confirm the
importance of strategic location of bank branches.
Age-wise, B branches in June 1980 and C
branches in June 1985 were at the same level, but
their patterns of deposit were significantly dif-
ferent.

TABLE 7. AVERAGE AMOUNT PER DEPOSIT ACCOUNT

Rs.)

Current Savings Term Total
Area Group June June June June June June June June
1980 1985 1980 1985 1980 - 1985 1980 1985
: A 2,440 8,303 1,026 1,312 3,492 4,894 1,742 2,493
Rural B 3,728 6,880 867 1,161 2,936 4,843 1,446 2,183
C 4349 6,163 690 957 2,137 3,964 1,102 1,777
A 4,689 8814 1,105 1,465 4,003 5172 2,169 2,903
Semi-urban B 4,359 7396 959 1,340 3471 5,439 1,832 2,678
C 4,059 6,550 1,015 1,405 3,099 5252 1,808 2,741
A 7,739 13,856 1,275 1,759 5,194 6,131 2915 3,919
Urban B 6,925 12,314 1,189 1,694 4,751 6,779 2,652 3,890
C 5,080 8,964 1,248 1,776 3,845 5922 2,401 3,590
A 15,598 29,769 1,784 2,875 9,374 13,076 5202 7872
Metropolitan B 9,683 18,808 1,506 2,233 5,699 8,228 3,391 5,087
C 10,881 18,607 1,581 2,204 6,429 8,572 3,990 ‘5,570
A 17472 37,126 2,134 3,081 13,220 17435 6,235 9,378
Bombay B 11430 29,965 1,741 2,525 6,391 9,393 3,786 5,934
C 12418 23476 1,650 2,540 7,108 10,608 4,078 6,190
A 18,103 27,618 2,061 3,857 13,274 16,373 6,711 9,755
Delhi B 9859 15,901 1,923 3,026 6,823 10,321 4112 6,255
C 16926 21,322 2,124 2,933 8,837 12,471 5563 7,558
A 20,031 30,890 1,792 2,998 8,301 11,031 5267 7,604
Calcutta B 13,668 19,189 1,661 2,347 5,883 10,904 3964 6,393
i C 13,733 17,506 1,579 2,295 6,408 8,397 4388 5,828
A 13,192 23,855 1,154 2,038 4,565 12,927 3,560 6,667
Madras B 6,403 15,746 1,022 1,390 4,082 6,370 2,458 3,742
C 8,583 16,358 1,100 1,707 4,996 6,150 3,229 4,432

TABLE 8. AVERAGE AMOUNT PER DEPOSIT ACCOUNT IN NEWLY BANKED CENTRES
Rs.)

Area Group Current Savings Term Total
(New June June June June June June June June
Centres) 1980 1985 1980 1985 1980 1985 1980 1985
Rural B 3,549 6,667 868 1,152 2,908 4,717 1,430 2,139
] C 4207 6,011 667 906 2,013 3,726 1,047 1,669
Semi-urban B 5,042 8,509 821 1,267 2,977 5,069 1462 2,303
C 6,178 5,646 796 1,016 2,629 4,428 1,350 1,791
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We have discussed ecarlier the deposit growth
during 1980-85 for different categories of bank
branches, along with average deposit per branch.
The increase in deposits could arise partly due to
increasein the number of depositaccounts. Tables
7 and 8 give average amounts per depositaccount
fordifferentareas, for four metropolitan citiesand
for newly banked centres in rural and semj-urban
areas, These Tables reveal interesting patterns.

First, the average amount of savings deposit per
account in June 1980 ranged between Rs.690 for
the C Group branch in rural areas to Rs.1,784 for
A Groupinmetropolitan areas. But by June 1985,
this variation had widened, from about Rs.957 to
Rs.2,875. The increases in average amount per
deposit account during 1980-85 become more
significant as we move from rural areas to met-
ropolitan areas. ‘

In the case of term deposits, the increase in
average amounts per account during 1980-85
were less pronounced as compared with the
increase in average current account deposits in all
the areas. Rural and semi-urban branches in
Group C were closer in respect of current
accounts. The distance between urban and met-
ropolitan branches had widened during the
period.

In all types of accounts, A Group of branches
had higher average deposits per account, followed
by B and C Groups in that order. This would,
perhaps, indicate that the A Group of branches
could attract customers from the higher strata of
society. But between B and C Groups, the latter
Group fared better in metropolitan areas. Within
aGroup, therange of variation between areas was
about the same,

By and large, the B and C Groups were a little
behind the A group in June 1980 but the position
hadevened outby June 1985 inall the areas except
in rural areas. In urban and metropolitan areas,
the A Group branches had larger size of current
and term deposit account but the average size of
savings deposit account was almost the same in
all the groups. As expected, the average size of
different types of accounts increased as we go
from rural branches to metropolitan areas but the
inequality between different areas does not seem
to have widened over the period 1980-85. The C
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group of branches in metropolitan areas generally
had higher size of deposit accounts than the B
group in all types of deposits. This pattern was
distinguishable in all the four selected cities.

Out of 11,099 branches opened in rural areas
during 1970-80, 10,600 were opened in un-
banked centres, whereas in semi-urban areas,
only about 1,300 branches out of 5,095 branches
were opened in unbanked areas during the same
period. We, therefore, examine below the average
amount per deposit account for B and C Groups
of branches in the newly banked centres vis-a-vis
the corresponding amounts in all the centres. The
relative amounts for newly banked centres are
shown in Table 8.

As expected, for the rural areas, these average
amounts for different types of deposit accounts
are fairly close as the branches in B and C Groups
were opened almost wholly in unbanked centres.
But it is remarkable that in semi-urban areas,
branches in unbanked centres were not far behind
the branches in the respective groups in other
centres.

A survey of ownership pattern of bank deposits
held by different types of deposit account holders
is conducted biennially in the BSR system. These
data for branches classified by areas and Groups
are available for period ending March 1982
(Table 9). It is seen that in the case of A and B
Groups of branches in rural areas, about 90 per
cent of deposits were held by individuals, but for
the C Group, 31.3 per cent of the deposits were
held by institutions other than public sector and
private corporate sector. In semi-urban branches,
the ownership pattern did not differ significantly
between A, B and C Groups. Reliance on indi-
viduals in mobilising deposits was more in B and
C Groups of -urban and metropolitan branches.
Public sector and private corporate sector
deposits with A Group of branches in metropol-
itan areas accounted for 25.8 per cent of aggregate
deposits of A Group, but it is noteworthy that B
and C Group branches also did not lag far behind
the A Group. It is interesting to note that C group
of branches in all the areas were more successful,
as compared with B Group branches, in capturing
public sector and private corporate sector
deposits.
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TABLE 9. INSTITUTIONAL OWNERSHIP PATTERN OF DEPOSITS IN BANK BRANCHES IN MARCH 1982
(Per cent)
} Deposits owned by
Group Public Sector Private Corpo- Other Institutions  Individuals Total
rate
A 15 33 - 49 90.3 100
Rural B 2.1 3.8 4.6 89.4 100
C 1.5 7.5 31.3 59.6 100
A 33 10.0 73 79.4 100
Semi-urban B 38 54 57 85.0 100
C 43 5.1 - 7.6 83.0 100
A 6.0 11.0 10.4 726 106
Urban B 45 4.6 8.6 822 100
C 62 8.8 11.1 73.9 100
A 11.2 14.6 15.5 586 100
Metropolitan B 14 9.2 143 69.2 100
C 6.0 11.6 9.7 727 100

In the context of assessing additional deposit
mobilisation of banks, the NIBM Study [NIBM]
-showed that banks had succeeded in capturing
even the small savers, which is also borne out by
the small size of an average deposit account
discussed earlier. Of the financial savings of
households, bank deposits accounted for 78 per
cent in rural areas and 68 per cent in urban areas.
Narrating different profiles of bank account
holders and non-holders, the Study observed that
banking was largely a habit with educated fami-
lies, as only 6 per cent of urban deposit holders
and 14 per cent of rural deposit holders were
illiterates. Among the literates, 40 per cent in
urban areas and 20 per cent in rural arcas were
graduates and above. Income profile of deposit
holders showed that 11 per cent in urban areas
and 31 per cent in rural areas had annual incomes
ofless than Rs.6,000. About 23 per cent of deposit
holders in urban areas and 3 per cent inrural areas
had annual income of Rs.40,000 and more. Fur-
ther, 78 per cent of financial savings of urban
deposit holders were in the form of bank deposits,
while in the rural areas, this percentage was 68.
However, considering the overall findings of the
study and high density of bank branches in urban
and metropolitan areas, it would appear that the
deposit growth rate can be accelerated only by
extension of banking network to unbanked
centres. This conclusion is also borne out by the
analysis given earlier on deposit mobilisation by
branches opened newly in unbanked centres.

The findings of this Section can now be
summarised as follows:

a) The dampening of deposit growthrate during
1980-85 was mainly in the A Group of branches,
which was partly affected by the emergence of B
and C Groups. '

b) A two-way analysis of variance of branch
deposit growth showed that the age effect on
deposit growth was highly significant. This age
effect got diluted after 10 years. Area effect on
deposit growth appeared to be significant only
because of high deposit growth of branches in
rural areas.

¢) Had there been no branch expansion in
unbanked centres, the deposit growth during
1980-85 would probably have been three-fourth
of what was actually achieved.

d) The disparity between average deposits per
branch in rural and metropolitan branches got
reduced, from a ratio of 1:11 to 1:9 during
1980-85.

¢) There were significant shifts towards large
sized branches even inrural arcas. About 86.6 per
cent of A Group branches, 65.5 per cent in B
Group and 29.5 per cent in C group in rural areas
had deposits of more than Rs.50 lakh per branch.
In urban and metropolitan areas, more than 90 per
cent of the A Group of branches had deposits of
more than Rs.100 lakh each.

f) Term deposits share for all the Groups of
branches in all the areas was about the same,
around 55 per cent. During 1980-85, in the rural
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areas, there was a shift from savings deposits to
term deposits, whereas the patterns in other areas
were fairly stable.

g) Average amounts of deposit per account in
branches in newly banked centres did not lag far
behind as compared with the corresponding levels
in banked centres.

. On the whole, the question which can now be
posed in the above context is that, if the new
branches in unbanked centres have succeeded in
accelerating deposit growth, did they get their due
sharesincreditextension and if yes, which sectors
got this increased credit. This question has been
examined in the next Section.

SECTION I1

In this Section, we discuss the growth of bank
credit and its various profiles. Area-wise classi-
fication of credit has more relevance to credit
utilised rather than credit sanctioned. BSR 1A
gives data on credit limits sanctioned and out-
standing, by location of a branch and credit
utilised by state of utilisation. These data relate
to individual credit limits above Rs.10,000 upto
June 1983 and above Rs.25,000 from December
1983. For smaller amounts BSR 1B gives, for the
branch as a whole, credit limits outstanding,
classified by purpose of credit. The BSR system
does notprovide area-wise (i.¢. rural, semi-urban,
etc.) data on credit utilisation. Thus, though the
data on credit utilised are more meaningful, we
could use data only on limits outstanding by
location of sanctioning branch. However, the
credit-deposit ratios according to limits sanc-
tioned by Groups A, B and C of branches in
different areas are also useful to know resource
mobilisation and utilisation by branches estab-
lished before and after 1970.

The average credit per branch worked out to-

Rs.73.44 1akh in June 1980 and Rs.156.94 lakhin
June 1985 (Table 10). Taking the average credit
extended by arural branch in June 1980 (Rs.15.3
lakh) as one uni. a semi-urban branch extended
credit of 2.9 unit.; that of an urban branch was
6.4 units; while a metropolitan branch extended
19.2 units of credit. The disparity between
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rural-metropolitan branch was thus in the ratio of
1:19. This ratio got reduced significantly to 1:11

in June 1985.
TABLE 10. AVERAGE CREDIT PER BRANCH

(Rs. lakh)
Area/Group  June 1980 June 1985  Annual
' Growth
Rate
Rural 15.32 49.22 26.29
Semi-urban 44.50 115.84 21.09
Urban 97.30 203.20 15.87
Metropolitan 294.51 53826 12.82
Total 73.44 156.94 16.40
Group A 153.80 300.85 14.36
Group B 45.13 11743 21.08
Group C 28.09 67.86 19.29

The average credit of Group A branch wasmuch
higher at Rs.153.80 lakh against the averages of
Rs.45.13 lakh and Rs.28.09 1akh for an average
Group B and Group C branch, respectively.
During 1980-85, credit by a Group A branch
expanded at an annual compound growth rate of
14.36 per cent against 19.29 per cent for a Group
C branch. The Group B branch credit growth rate
was higher at 21.08 per cent (Table 10).

TABLE 11. AVERAGE CREDIT PER ACCOUNT

Rs.)
Area Group June 1980 June 1985
Rural A 4,130 6,830
B 2,810 6,240
C 2,110 4,180
Semi-urban A 6,500 12,440
B 4,050 8,700
. C 3,940 7,820
Urban A 21,800 34,660
B 11,290 24,000
‘ C 8,280 16,550
Metropolitan A 1,11,080  1,70,590
B 34,000 52,140
C 95,770 80,140
Total A 19,160 30,050
B 6,440 12,350
C 7270 9,330

Average amounts of credit outstanding per
account in different categories of branches are
given in Table 11. In June 1980, the averages
varied from Rs.2,110 for C Group branch in rural
areas to Rs.1,11,080 for an A Group branch in
metropolitan areas, i.e., in a ratio of about 1:53.
In June 1985, the range had somewhat narrowed
down from Rs.4,180 to Rs.1,70,590, i.e., in the



ratio of 1:41 approximately. Between the Group
A, B and C also, the disparity in average credit
per account has narrowed down during 1980-85
in all the areas, except in metropolitan areas,
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where it has remained the sate. This indicates
that the spread of credit from rural to metropolitan
areas is becoming more equal.

N\
TABLE 12. SIZE-WISE DISTRIBUTION OF OUTSTANDING BANK CREDIT IN 1980 AND 1985

(Per cent)
Outstanding Credit Range in Rs. lakh
Area Group <025 025-1 1-10 10-50 50-100  100-600 >600 Total
June 1980
Rural A 446 20.8 122 4.8 14 53 109 100.0
B 61.5 S22 10.1 3.7 09 1.7 neg. 100.0
C 66.0 19.2 19 2.6 09 22 12 100.0
Semi-urban A 31.0 19.3 20.6 123 43 77 48 100.0
B 45.6 23.3 16.6 8.0 23 34 08 100.0
C 442 27.7 17.9 6.7 1.5 1.9 neg. 100.0
Urban A 11.7 11.6 19.1 15.8 71 12.9 219 100.0
B 20.6 18.7 240 13.0 53 11.2 71 100.0
C 219 25.2 284 12.5 42 1.8 neg. 100.0
Metropolitan A 28 4.1 12.7 18.8 114 22.8 274 100.0
B ‘84 9.8 201 17.0 6.8 12.7 252 100.0
C 29 3.6 9.6 115 5.8 17.3 49.3 100.0
June 1985
Rural A 438 17.6 228 5.6 19 27 56 100.0
B 4477 14.2 253 52 18 2.8 59 100.0
. C 584 14.8 20.4 3.5 1.0 1.7 03 100.0
Semi-urban A 26.1 13.4 25.8 12.5 47 10.5 7.1 100.0
B 349 16.8 29.2 9.8 32 4.7 15 100.0
C 386 19.2 219 7.3 26 3.7 08 100.0
Urban A 122 - 9.2 218 19.6 84 15.8 13.0 100.0
B 170 11.4 243 16.1 58 9.5 158 100.0
: C 249 16.5 304 15.5 48 7.3 05 100.0
Metropolitan A 30 29 9.9 15.2 9.3 20.0 39.6 100.0
B 8.7 73 18.8 19.0 8.1 15.0 23.1 100.0
C 60 - 53 158 18.3 9.7 18.9 260 100.0

Note : Entries in higher limits of creditin rural areas have been recorded mostly in rural centres adjoining big cities and towns.

A further probe into higher average credit per
account in rural areas was made by examining
size range-wise percentage distribution of out-
standing credit per account. These data, for June

1980 and June 1985 are shown in Table 12. The

impact of the thrust on meeting credit needs of
small borrowers is now clearly seen. But the
different pattern between June 1980 and June
1985 shows the direction in whichrural credit has
moved. In June 1980, 44.6 per cent of credit of A
Group and 61.5 and 66.0 per cent of credit of B
and C Groups was extended to small borrowers
with limitsless thanRs.25,000. But by June 1985,
these shares for B and C Groups had come down
significantly. There was a significant increase in
credit given to borrowers in the range of Rs.1 lakh

to Rs.10 lakh, which claimed 22.8,25.3 and 204
per cent of rural credit for A, B and C Groups of
branches. In semi-urban areas also, a similar
phenomenon was noticed. The shifts towards
higher size credit limits, particularly in ranges
aboveRs.100 lakh, would seem to corroborate our
hypothesis of transfer of large sized credit
accounts from urban-metropolitan areas to
rural-semi-urban areas.

Interestingly, the patterns for the three Groups
in urban areas were fairly stable and more equi-
table. Here the share of borrowers in the range of
Rs.10 lakh to Rs.50 lakh had gone up
significantly. This was mainly on account of the
fall in the shares of borrowers with limits above
Rs.600 lakh. Another noteworthy feature of this
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movement during 1980-85 is that the share of
small borrowers in urban areas declined only by
a small margin, unlike in rural and semi-urban
areas. In metropolitan areas, the share of bor-
rowers with limits above Rs.600 lakh in total
credit went up substantially, from 27.4 per cent
10 39.6 per cent for the A Group branches. Cn the
other hand, for the C Group branches, the sharc
went down from 49 per centto 26 per cent. Apart
from these movements, the patterns for the three
Groups were relatively more stable.

Table 13 shows purpose-wise bank credit in
June 1980 and June 1985. As expected, nearly
half of bank credit by branches in rural areas was
given for agriculture. This proportion for B and
C Groups of branches was substantially higher
than that for the A Group. Credit to manufacturing
industries which formed nearly onc third of the
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credit exiended by the A Group in 1980 got
reduced to about one-fourth by 1985. Over the
five year period of 1980- 85, there was a distinct
shift towards trade and transport.

In the case of semi-urban areas, agriculture
claimed one-fourth (26.9 per cent) of credit of A
Group branches and 44.8 and 42.7 per cent in the
case of B and C Groups. During 1980-85, the shift
away from agriculture was less pronounced in
semi-urban areas as compared with the rural
arcas. The share of manufacturing industries was
about 41-43 per cent for the A Group and 20-25
percent for B and C Groups. Unlike in rural areas,
there was no clear-cut movement towards trade
and transport over the period 1980-85. But there
was a significant difference in the purposcwise
pattern of bank credit of B and C Groups of
branches.

TABLE 13. PURPOSE-WISE PATTERN OF BANK CREDIT IN 1980 AND 1985

(Per cent)
Area Group Agriculre Industry Trade & Personal Others Total
Transport-
June 1980
Rural A 42.4 31.5 12.1 73 6.7 100.0
B 51.9 15.0 12.6 6.9 7.7 100.0
C 58.5 12.1 137 79 7.7 100.0
Semi-urban A 26.9 429 14.9 8.1 1.2 100.0
B 44.8 23.7 15.7 6.8 9.0 100.0
C 42.7 20.4 21.0 7.0 8.9 100.0
Urban A 11.3 46.8 29.8 6.3 5.7 100.0
B 15.2 46.5 20.6 9.5 8.1 100.0
Cc 13.2 34.1 309 10.5 11.3 100.0
Metropolitan A 3.7 62.0 27.8 3.6 3.0 100.0
B 38 488 354 6.7 5.3 100.0
C 1.5 523 399 26 37 1000
June 1985
Rural A 42.6 25.1 159 3.6 1.1 100.0
B 513 17.8 183 6.3 6.3 100.0
C 55.6 142 159 6.9 73 100.0
Semi-urban A 25.4 40.6 18.6 8.0 7.4 100.0
B 41.2 25.0 159 72 10.8 100.0
C 39.2 23.5 20.8 1.5 9.0 100.0
Urban A 10.1 55.2 20.2 77 6.8 100.0
B 21.8 43.0 17.9 8.9 8.4 100.0
Cc 14.2 36.8 26.5 11.8 10.7 100.0
Metropolitan A 1.4 49.4 41.7 3.7 3.7 100.0
B 2.6 52.9 304 70 12 100.0
C 1.7 50.5 33.6 55 8.8 100.0
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Agriculture share in urban branch credit was
around 11-15 per cent in June 1980 and it showed
some improvement by June 1985. About 50 per
cent of the credit of A and B Groups and one-third
of C Group credit was for manufacturing indus-
tries but the shifts between industry and trade and
transport were in opposite directions in A, B and
C Groups. Between semi-urban and urban areas,
the C Group branches showed preference to trade
and transport while the B Group preferred
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industries.

About 90 per cent of credit given by A Group
in metropolitan areas was for industries and trade
and transport. But during 1980- 85, there was a
distinct shift away from industries towards trade
and transporl. In the case of B Group, there was
a shift towards industries while the C Group
showed a shift away from trade and transport to
other miscellaneous purposes.

TABLE 14. AREA-WISE SHARES IN BANK CREDIT CLASSIFIED BY PURPOSEIN 1980 AND 1985

(Per cent)
Area Group Agriculture Industry Trade & Personal Others Total*
Transpornt
June 1980
Rural A 9.4 22 15 4.4 42 33
B 13.2 1.0 1.6 42 5.0 34
C 113 0.7 15 4.1 43 2.9
Semi-Urban A 186 9.1 58 15.1 14.2 10.3
B 100 1.8 2.1 45 6.3 3.6
C 71 1.1 20 32 42 3.5
Urban A 127 163 19.1 194 18.5 16.8
B 39 3.6 3.0 65 5.9 3.8
C L5 1.2 20 33 37 1.7
Metropolitan A 89 46.5 384 234 20.8 36.1
B 15 6.0 8.1 13 6.1 5.9
C 1.0 10.5 148 4.5 6.8 9.7
Total 100.0 100.0 100.0 100.0 100.0 100.0
June 1985
Rural A 89 2.1 2.0 48 42 35
B 157 2.1 33 51 49 5.1
C 16.5 1.7 28 55 56 5.0
Semi-urban A 180 11.3 7.9 150 13.4 11.8
B 110 2.6 2.5 51 7.4 4.5
C 82 1.9 2.6 42 48 3.5
Urban A 88 18.8 105 177 152 14.5
B 63 4.9 3.1 6.8 63 4.8
C 22 2.2 25 49 43 2.6
Metropolitan A 28 375 485 189 18.6 32.4
B 09 1.3 6.5 6.6 6.6 5.9
C 06 7.6 7.7 5.6 8.6 6.4
Total 100.0 100.0 100.0 100.0 100.0 100.0

*These figures would differ from Table No.1 and those published elsewhere as this Table is based on figures for branches

established upto June 1980 only.

Table 14 shows the arca-wise shares in bank
credit classified by purposes. Rural areas, as
expected, contributed one-third (33.9 percent) of
the banking credit for agriculture as at the end of
June 1980: this share had increased to 41.1 per
cent by the end of June 1985, Correspondingly,

_there was a fall in the shares of metropolitan

branches from over 11.4 per cent (0 4.3 per cent.
Semi-urban and urban branches, contributed in
agriculture credit 36.5and 37.2 per centand 18.2
and 17.3 per cent, resnectively, in the twoperiods.
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There were significant shifts in the shares of
differentareasin industrial credit. While the share
of metropolitan areas declined from 63.0 per cent
10 52.4 per cent, shares of all other areas increased
by 2-3 percentage points. In the case of credit for
trade and transport purposes, the share of urban
areas declined from 24.1 per cent to 16.1 per cent,
with the shares of rural and semi-urban areas
going up in equal proportions. The share of
metropolitan areas remained fairly stable at 61.3
and 62.7 per cent in 1980 and 1985.

- The gain in the share of rural areas in agricul-
tural credit was in respect of B and C Groups of
branches, whereas the corresponding fall in the
metropolitan arcas was in the A Group of
branches. Inthe industrial credit also, the gain was
mainly shared by B and C Groups of branches in
rural, semi-urban and urban areas with corre-
sponding fall in the share of A Group of branches
in metropolitan areas. In the case of credit for
trade and transport purposes, the decline in the
share of urban areas was in the A Group of
branches, whereas the corresponding gain was
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shared by all Groups of branches in rural and
semi-urban areas. In metropolitan arcas, the share
of C Group in credit for trade and transport
declined substantially with the corresponding
gain for the A Group of branches. Thus, generally,
the shares of A Group declined with corre-
sponding gain in B and C Groups. Overall, the A
Group in urban and metropolitan areas lost
ground to B and C Groups.

Institutional status of the borrowers of different
Groups and areas of location of bank branches is
available for June 1985, as shown in Table 15. As
expected, in rural and semi-urban areas, indi-
viduals and private firms (non-corporate) claimed
more ihan 75 per cent of credit by branches in
Groups B and C in these two arcas. A and B
Groups in rural areas had extended about 20 per
cent of their credit to public sector and private
corporate bodies. Credit extension to co-
operative bodies was only about 2- 3 per cent. The
C Group of branches in these areas did not receive
much support from Government and corporate
bodies.

TABLE 15. INSTITUTIONAL PATTERN OF BANK CREDIT IN JUNE 1985

(Per cent)
Area Group Public Sec- Private Cor- Cooperative Private Individual Others Total
tor porate bodies firms
bodies
Rural A 12.3 8.6 2.7 263 489 12 100.0
B 12.4 6.3 33 228 54.9 03 100.0
C 5.8 6.5 3.1 249 59.2 05 100.0
Semi-urban A 13.1 20.0 22 37.1 26.7 0.9 100.0
B 9.4 10.5 2.8 348 421 04 100.0
C 4.7 13.0 1.1 323 483 0.6 100.0
Urban A 204 25.6 2.4 395 9.8 23 100.0
B 26.5 14.6 2.8 41.0 145 0.6 100.0
C 9.8 182 1.2 46.5 23.1 12 100.0
Metropolitan A 40.7 39.8 04 14.9 2.7 1.5 100.0
B 21.9 35.5 1.9 259 72 16 100.0
C 23.7 41.7 0.3 283 51 0.9 100.0

Note: Data relate to accounts with individual credit limits of more than Rs. 25,000.

In metropolitan areas, as expected, the A Group
extended more support of public sector and pri-
vate corporate bodies, each claiming about 40 per
cent of credit of A Group. For B and C Groups,
about one-fourth of their credit was extended to
government and unincorporated firms each, while
private corporate sector claimed about 35-40 per
cent of credit.

The credit-deposit (C-D) ratio has been one
of the policy parameters in banking development
and the banks were given specific directives to
reach a C-Dratio of 60 per cent in rural and semi-
urban areas by March 1979. We have analysed
these ratios by arcas, by groups, and by examining
the percentage distribution of bank branches
a%cording to the size of C-D ratio (Tables 16 to
19).
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TABLE 16. AVERAGE CREDIT-DEPOSIT RATIOS BY AREAS
(Per cent, as at June end)

Ares 1969 1975 1980 1985
Rural 31.5 52.0 51.33 62.76
Semi-urban 39.7 49.0 46.65 56.20
Urban 59.7 70.5 59.87 59.08
Metropolitan ~ 106.1 88.2 88.90 7728
Total 7.4 722 67.22 65.85

TABLE17. Avmim CREDIT-DEPOSIT RATIOS IN JUNE

1980 AND JUNE 1985

Area June 1980 June 1985
Ruval A 42.23 47.47
B 51.10 66.39
C 69.15 75.64
Semi-urban A 4191 53.01
B 58.36 64.62
C 58.58 58.77
Urban A 66.11 64.69
B 50.28 55.78
C 38.94 2.7
Metropolitan A 88.07 §7.88
B 62.48 51.27
C 137.78 62.06
All Areas A 67.59 69.74
B 56.18 60.34
C 83.79 60.44

Overall, the C-D ratio has been showing a
declining trend, from 77.4 per cent in 1969 to
about 65.85 per centin June 1985°. In the case of
metropolitan branches, this fall was more pro-
nounced in early Seventies and early Eighties. It
was stable in the second half of the Seventies. In
the case of urban branches, after ajump from 59.7
per cent to 70.5 per cent in the early Seventies,
the C-D ratio came down to 59.87 per cent and
hasremained at that level in the Eighties.

Itisin the rural areas that the C-D ratio showed
a dramatic improvement from 37.5 per cent in
1969 t062.76 per centinJune 1985. This isalmost
a reverse reflection of the metropolitan phe-
nomenor. Serni-urban areas also showed asimilar
movement, with C-D ratio rising from 39.7 per
cent to 56.20 per cent during 1969-1985.

Table 17 also shows the movement of C-D ratio
for the A, B and C Groups over the period
1980-85. The ratio showed a small movernent for
Aand B Groups but it went down steeply for the
C Groups from 83.79 per cent to 60.44 per cent
during 1980-85. This fall for the C Group was

entirely in the metropolitan areas.
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Significant improvement in the C-D ratio over
the period 1980- 85 was seen mainly for the B and
C Groups in rural areas and A Group in semi-
urban areas. In urban areas, both B and C Groups
showed improvements. The decline in the ratio
was observed only for the A Group in urban, and
all the Groups in metropolitan areas.

Tables 18 and 19 show C-D ratios and distri-
bution of bank branches according to the range of
C-Dratio. It will berecalled that banks were asked
to reach a C-D ratio of 60 per cent in rural and
semi-urban areas by 1979, against which in June
1980, the ratios attained were 51.33 per cent and
46.65 per cent, respectively. By June 1985, for
the branches established prior to June 1980, these
ratios had moved up to 62.76 per cent and 56.20
per cent.

- Though the distribution of branches according
to the range of C-D ratio had moved vpward, in
June 1985, only 34.12 per cent of A Group
branches, 42.89 per cent in B Group and 56.97
per cent of branches in C Group inrural areas had
attained a C-D ratio of 60 per cent and above. In
semi-urban areas, the respective percentages of
branches were 30.23 per cent, 41.99 per cent and
38.84 per cent, respectively. As many as 35.71
per cent of C Group branches in rural and 20.71
per cent of C Group branches in semi-urban areas
had C-D ratios above 100 per cent. Credit
extension by these branches was in fact more than
double the size of their deposits. The A Group
branches generally had low C-D ratios. Thus, it
would seem that low deposit base branches in B
and C Groups in rural and semi- urban areas had
attained higher C-D ratios than high deposit base
branches in the A Groups in these two areas.

In urban and metropolitan areas, the distrib-
utions of branches according torange of C-Dratio
were almost similar for Groups A, B and C. 1tis
interesting to note that nearly half of the branches
inmetropolitan and one-third of branchesin urban
arcas had C-D ratios of less than 25 per cent.
Further, unlike the shifts towards higher C-Dratio
ranges in rural and semi-urban areas, branchesin
urban and metropolitan area did not show shifts
during 1980-85.
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As stated earlier, the B and G Groups of
branches in rural and semi-urban areas were
established mostly in unbanked centres. We have
noticed significant shifts in borrowing units
towards higher size limits for these Groups during
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1980-85. The C-D ratios, also improved signifi-
cantly for these Groups in rural areas. Thus, the
higher growth rate in deposit mobilisation in
unbanked centres is matched by credit extension
in these centres.

TABLE 18. AVERAGE CREDIT-DEPOSIT RATIO BY GROUPS, AREAS AND RANGES

RURAL & SEMI-URBAN
(Per cent)
Rural Semi-urban
C-D Ratio June 1980 June 1985 June 1980 June 1985
Range A B C A B C A B C A B C

<25% 1112 1172 1055 1247 1315 1221 1307 13.03 1293 1335 13.04 14.16
(40.23) (32.06) (27.66) (29.41) (23.81) (15.53) (36.23) (26.87) (30.82) (28.93) (21.74) (24.30)

>25% - 3645 36.44 3643 3551 36.12 3699 3562 3647 3539 3600 3630 3643
<50% (2721) (25.70) (18.98) (29.10) (25.41) (20.38) (30.93) (26.32) (26.27) (32.59) (26.87) (29.16)
>50% - 5508 5471 5504 5485 55.14 5465 5482 5464 5482 5473 5457 5475
<60% (6.15) (7.12) (5.62) (1.36) (190) (7.12) (7.63) (8.90) (7.05) (8.25) (9.39) (7.70)
>60% - 6489 6479 6514 6456 6473 6499 64.13 6375 6486 6463 6519 6494
<70% (525) (5.49) (533) (7.68) (131) (6.23) (577) (6.83) (5.69) (6.23) (7.43) (6.48)
>70% - 7422 7421 7458 7428 7446 7479 7508 7405 7460 7488 7510 74.70
<80% (4.00) (4.68) {(4.14) (561) (609) (5.64) (451) (475) (407) (4.93) (573) (4.47)
>80% - 8495 8476 8471 8530 8489 84776 8449 8499 8391 8439 8511 8406
<90% (301) (3.81) (397) (422) (4.63) (5.08) 282 (3.9 (324) (4.08) (513) (3.9)
>90% - 94.07 95.10 9429 9492 9458 9498 9552 9447 9571 9465 9440 9429
<100% (256) (2.81) (3.02) (2.60) (419) (431) (206) (2.40) (228) (2.85) (3.77) (3.24)
>100% 22196 200.99 23192 213.46 28348 233.88 18831 213.31 247.11 224.10 235.04 23697
(11.59) (18.32) (31.27) (14.01) (20.67) (35.71) (10.05) (19.93) (20.58) (12.14) (19.93) (20.71)

Note: Figures in brackets give percentages of no. of branches

‘We may now summarise the main conclusions
from the analysis given in this Section. As stated
in the earlier Section, the branch network was
spread further to 11,366 rural and semi-urban
centres and in all 22,499 branches were estab-
lished during 1970-80 and these branches were
able to mobilise 32 per cent of bank deposits at
the end of June 1980, and 41 per cent at the end
of June 1985. The question that has been analysed
in this Section is, who got the benefit of credit
extension, arising from additional deposits. The
following are the main conclusions:

(a) The ratio of average credit per rural branch
and a metropolitan branch was 1:19 in June 1980,
which got reduced significantly to 1:i1 in June
1985. The compound annual growth rate of credit
in rural areas was 26.29 per cent against 12.82 per
cent in metropolitan areas.

(b) Following the pattern of deposit growth, the
credit growth rate for the B and C Groups of
branches was much higher than that of the A
Group.

in respective ranges to total branches in a Group.

(c) The average credit per account was sub-
stantially high in rural areas and it varied from
Rs.4,180 to Rs.6,830 for branches in the three
Groups. The corresponding figures for metro-
politan areas varied between Rs.52,140 and
Rs.1,70,590. The ratio of lowest average rural
credit per account to the highest average metro-
politan credit per account came down from 1:53
in June 1980 to 1:41 in June 1985.

(d) Purpose-wise, there was a shift from agri-
cultare and industry to trade and transport in rural
areas. Similar shift from industry to trade and
transport was noticed for A Group branches in
metropolitan areas,

(e) The overall C-D ratio fell from 6§7.22 per
cent to 65.85 per cent during 1980-85. This fall
was more pronounced for the C Group in met-
ropolitan areas. The B and C Groups of branches
in rural areas improved their C-D ratios
substantially. In the C Group, as many as 35.71
per cent of branches in rural areas and 20.71 per
cent in semi- urban areas had C-D ratios above
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100 per cent. Thus the low deposit base branches
in B and C Groups in rural areas had attained
higher C-Dratios than high depositbase branches
in the A Group.

(f) Tt is interesting to note that half of the
metropolitan branches and about one-third of
urban branches had C-D ratios less than 25 per
cent.

(g) The allocation of the increase in credit
between 1980 and 1985 by various categories of
borrowers is given in Table 20. It shows that 51.9
per cent of the increase in credit was allocated to
borrowers who had limits of Rs.10 lakh and
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above. In fact, one-third (31.8 per cent) of the
increase was in the size range of Rs.100 lakh and
above. Less than one-fifth (18.9 per cent) of the
increase in credit was to the borrowers who had
limits of less than Rs.25,000. Though the higher
size limit allocations were mostly sanctioned by
the A Group of branches, it is intriguing to note
that even the B and C Groups of branches, which
were established with social objectives, disbursed
more than 50 per cent of their additional credit to
borrowers whose outstandings were already Rs.1
lakh or more.

TABLE 19. AVERAGE CREDIT-DEPOSIT RATIO BY GROUPS, AREAS AND RANGES
URBAN & METROPOLITAN

(Per cent)
Urban Metropolitan
C-D Ratio June 1980 June 1985 June 1980 June 1985
Range A B C A B C A B C A B C

<25% 13.49 1140 1077 1387 1073 1299 1075 1092 1066 1108 1337 12.02

(33.33) (39.75) (43.71) (28.04) (35.74) (35.58) (47.69) (52.98) (51.23) (44.22) (50.58) (44.22)
>25% - 36.12 3517 3659 3621 3647 3557 3877 3638 358 3570 37.08 36.22
<50% (26.62) (25.56) (25.03) (27.73) (26.52) (29.80) (20.91) (22.93) (21.47) (23.51) (23.29) (25.11)
>50% - 54.87 5427 5461 5497 54776 5473 5509 5463 5432 55.18 5480 55.05
<60% (8.09) (6.76) (6.48) (8.09) (7.58) (7.56) (4.88) (4.53) (4.82) (5.61) (4.98) (5.19)
>60% - 64.80 65.14 65.13 6448 64.96 6519 65.18 6421 6475 6504 6494 65.02
<70% (5.90) (446) (5.15) (5.75) 4.68) (591) (3.07) (31) (337) (3.67) (418) (5.09)
>70% - 74.54 7530 7413 7470 7465 TA4TS 7556 7602 7620 73.83 7690 75.57
<80% 4.43) (364) (3.62) (433) (3.86) (369 (234) (284 (255 (21) (240) (.09
>80% - 84.95 8503 8479 8441 8481 8471 8478 8379 8650 8463 8390 84.93
<90% (3.56) (297) (2.54) (412) (2.53) (292) (2.87) (213) (2.18) (214 (04) (2.46)
>9%0% - 95.10 9568 94.97 9505 94.46 9539 96.03 9536 93.56 94.85 9330 93.62
<100% (2.60) (223) (2.22) (438) (3.64) (241) (2.14) (1.33) (200) (1.59) (169 (2.31)
>100% 245.05 22901 186.49 212.66 248.87 18536 239.63 278.45 45789 230.20 278.01 20734

(15.47) (14.64) (11.25) (17.56) (14.45) (12.13) (16.10) (10.93) (12.37) (16.10) (10.84) (12.47)

Note: Figures in brackets give percentages of no of branches in respective ranges to total branches in a Group.

(h) Classification of increase in credit by pur-
pose showed that 67.6 per centof the increase was
claimed by manufacturing industries, trade and
transport. Even for the B and C Groups of
branches, agriculture sector could get only less
than one-third of the increased credit.

It was also seen that the public sector, private
corporate sector and other institutions each
-laimed about one-fourth of the increase in credit

during 1980-85. However, the pattern for thc B
and C Groups was very much different from the
pattern for the A Group. For the C Group nearly
three-fourth of the credit was claimed by other
institutions and individuals. As expected, the A
Group of branches extended about two-third of
its increase in credit to public and private cor-
porate secter.
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i) Rural share in total bank credit went up from
9.7 per cent to 13.8 per cent during 1980-85 but
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it would appear that a larger share of increased
credit went to borrowers with higher credit limits.

TABLE 20. ALLOCATION OF INCREASED CREDIT DURING 1980-85

(Per cent)
Allocation Group A Group B Group C Total
1. By Size of Credit (Rs.)
a) Less than - 25000 12.1 23.1 35.7 189
b) 25000 - 1 lakh - 56 9.3 12.7 1.7
¢) 11lakh - 10 lakhs 17.2 27.2 282 21.5
d) 10lakhs - 1 crore 212 18.8 18.6 20.1
¢) More than 1 crore 43.9 21.6 48 318
II. By Purpose
a) Agriculure 9.7 28.8 319 18.1
b) Industry 4.7 353 284 38.5
¢) Trade & Transport 353 20.1 202 29.1
d) Others 123 15.8 19.5 14.3
II. By Organisation*
a) Public Sector 353 24.6 -14 279
b) Private Corporate 26.6 17.9 213 24.7
¢) Other Institutions 26.3 29.3 385 28.6
d) Others 11.8 28.2 356 18.8

* Based on BSR I-A, for accounts with individual limits of more than Rs. 25,000. Public Sector includes Govemment, joint
sector and govemnment managed undertakings and co-operative institutions.

SECTION III

This Section deals with the profit/loss position
of bank branches in different categories. These
data are collected on a sample basis, for bank
branches functioning before 30th June 1980.
Branches of foreign banks and regional banks
were excluded. All the remaining bank branches
were first arranged in ascending order of their
Uniform Bank Branch Code - Part L. Thisensured
a more or less chronological order of opening of
a bank branch for a given bank. Then a systematic
random sample of about 1,000 branches was
drawn. This procedure gave pro-rata (probability
proportional to size) selection of branches of
different banks, in different age groups and areas.
Returns duly filled in were subsequently received
from about 800 bank branches of which returns
for 759 branches were accepted after scrutiny.

For selected bank branches, data were collected
on outstanding deposits and their break-up
according to type, outstanding credit and the
proportion of non-interest bearing (stagnant)
advances and total income and expenditure along
with their details. These data related to each of

the half yearly periods of 1984, 1985 and 1986.
The data were averaged to give annual incom-
e/expenditure against outstanding deposits/ad-
vances averaged at the end of the year. Thus, our
estimates may be regarded as average annual
estimates, averaged over three years 1984-1986.

The concept and measurement of profit/loss of
a bank branch is very much different from that of
a bank as a whole. As is known, the large scale
expansion of bank branches in the Seventies and
its logistics were not based on commercial con-
siderations of profit and loss. Therefore, the
profitability of a bank branch has to be considered
on a different footing than the profitability of a
bank as a whole. Secondly, in the income/ex-
penditure statement of a bank, there are many
items which arisc at the head office level only and
these cannot be aliocated to bank branches. On
the other hand, in the income/ expenditure state-
mentof a bank branch, there are transfer debit and
credit entries which cancel out when aggregated
over all the branches of a bank.

Ordinarily, we consider the composition of
aggregate deposits to know the cost of raising
funds. The credit-depositratio and the proportion
of stagnant advances in total credit would deter-
mine the quantum of interest income of a bank
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branch. Three other significant items determining
the profit/loss position of a bank branch are (i)
expenditure on establishment, (ii) net transfers
from the head office to the branch and (iii)
non-interest income eaming business of the
branch. Some of these factors are influenced by
the environment in which a particular branch is
located. As will be evident from the subsequent
analysis, the profit/loss position is very much
dependent upon the level of deposits as such, and
the credit-deposit ratio of the branch. In most of
the banks, notional interest is allocated to
branches having surplus deposits (low credit-
deposit ratios) or notional interest is charged to
branches with deficit funds (credit-deposit ratios
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exceeding 100 per cent). The rates of such
transfers of notional interest vary from bank to
bank and, therefore, it becomes difficult to assess
the true profitability of a bank branch. In our
analysis, we have, therefore, considered two
measures, viz., net profit based on the aggregate
income and expenditure concept (including
transfers between branch and its Head Office),
and the net interest income, by considering only
the interest earned/accrued on advances and
interest paid to customers on deposits. This latter
measure is also deficient, as many bank branches
continue to show accrued interest on stagnant
advances, which fictitiously increases the interest
income.

TABLE21. SALIENT FEATURES OF BANK BRANCHES

(Average amount in Rs. thousand per branch)

Ttem Rural  Semi-Urban Urban Metropolitan All-India
1. Outstanding Deposits
a) Total 87,11 2,05,69 3,10,57 538,80 22936
b) Current 4,97 17,81 44,06 1,11,81 31,83
¢) Savings 31,58 71,64 86,28 1,25,87 67,01
d) Terms 49,75 1,14,03 1,77,80 302,08 129,30
2. Outstanding Loans and Advances
a) Total 43,30 1,03,36 173,14 33255 12831
b) Non Interest Bearing 2,19 5,90 14,06 3236 9,90
3. Annual Income
a) Total 10,79 28,84 43,36 72,67 3121
b) Interest Income from
Loans and Advances 5,14 12,70 21N 4242 1599
¢) Transfers from Head Office 5,35 13,30 18,12 2340 12,60
4. Annual Expenditure
a) Total 10,67 25,35 39,11 62,10 2775
b) Establishment Expenses 2,88 6,64 9,31 10,59 623
c) Interest Payments 6,41 15,09 22,11 36,89 16,32
d) Transfers to Head Office 1,38 3,62 7,69 14,62 520
5. Profit/Loss 12 3,49 4,26 10,57 346
6 No. of Bank Branches 292 2,14 1,39 1,14 159

Note: In items 3 & 4, other items of income and expenditure form the residual.

Table 21 shows the salient economic features
inthe working of bank branches in different areas,
estimated from the sample survey of 759 bank
branches. The Table brings out significant
changes in the scales of operations, as we move
from rural areas to metropolitan areas. Branches
insemi-urban areas appear to have been closer to
urban areas as regards volume of business,
incomeand expenditure. Economies of scale were
noticeable in expendiure on establishment
expenses. The net profit of a bank branch showed

an increase, from a meagre amount of Rs.12,000
in rural areas to Rs.10.57 lakh in metropolitan
areas.

Table 22 gives the selected economic ratios in
bank branch working. In the composition of
deposits, metropolitan and urban branches, with
higher proportions of current deposits, seem (o
have had an advantage over rural and semi-urban
branches in respect of cost of funds. Simulta-
neously, they also had an advantage, with higher
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C-D ratios, in yields on funds. However, this
advantage was somewhat nullified because of
higher proportion of stagnant (non-interest
bearing) advances. Interest income formed 47.6,
44 0and 50.1 per centof total income of branches
in rural, semi-urban and urban areas while it was
58.4 per cent in metropolitan areas. 49.6 and 46.1
per cent of branch income inrural and semi-urban
areas was derived from transfer income from the
Head Offices of banks. Even in metropolitan
branches, this proportion was as high as one-third
(32.2 per cent) of the total branch income. It is
interesting to note that ‘other’ income constituted
8.1 - 9.9 per cent of total income in all the areas,
except in rural areas where it was only 2.8 per
cent.
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Share of ‘Establishment Expenses’ in total
branch expenditure fell down from 27.0 per cent
to 17.1 per cent as we move from rural to
metropolitan areas. Interest payments, account-
ing for about 60 per cent of total expenditure
showed marginal variations in its shares in
different areas. Though the composition of
deposits showed larger proportion of interest-free
deposits in metropolitan branches, the maturity
pattern of fixed deposits and lower turnover on
savings deposits might have pushed up interest
costs for metropolitan branches. Transfer pay-
ments to Head Offices showed an increasing trend
from 12.9 per cent in rural areas to 23.5 per cent
in metropolitan areas, indicating more borrowal
of funds by metropolitan branches from their
Head Offices (Table 22).

TABLE 22. SELECTED RATIO IN BANK BRANCH WORKING

(Per cent)
Ttem Rural Semi-Urban Urban Metropolitan All-India
1. Composition of Deposits A B C D E
a) Current 5.7 8.7 14.2 208 139
b) Savings 36.3 348 27.8 234 29.2
c) Fixed 57.1 55.4 51.2 56.1 56.4
2. Credit Deposit Ratio 49.7 50.3 55.8 61.7 55.9
3. Proportion of stagnant advances in total
advances 5.1 57 8.1 9.7 7.7
4. Composition of Income
a) Interest Income 47.6 44.0 50.1 584 51.2
b) Transfer from Head Office 49.6 46.1 41.8 322 40.4
¢) Other Income 2.8 99 8.1 9.4 8.4
5. Composition of Expenditure
a) Establishment Expenses 27.0 26.2 23.8 171 225
b) Interest Payments 60.1 59.5 56.5 59.4 58.8
¢) Transfers to Head Office 12.9 143 19.7 235 18.7

The economic indicators for bank branches
classified by their age Groups and Areasrevealed
thatthe pattern generally conformed to the overall
arca pattern described earlier. However, a few
interesting features may be noted. First, the pro-
portion of stagnant (non-interest bearing)
advances showed a decline from Group A to
Group C. Possibly, for the younger group of
branches, it may be too early to classify advances
as stagnant. Share of interest income in total
income was much higher in C Group of branches
as compared with their counterpart branches in A
Group in rural and semi-urban branches and

consequently, the shares of transfer income from
the Head Offices were lower in C Group. This
was possibly because of higher C-D ratios for the
C Group of branches. This situation was just the
reverse in metropolitan areas. Share of estab-
lishment expenses in total expenditure was gen-
erally higher for C Group of branches as
compared to the A Group in all the areas. The
share of interest payments showed a differential
pattern. Whereas in rural areas, it declined from
A Group to C Group, it rose steeply from A Group
to C Group in metropolitan areas (Table 23).
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TABLE 23. SALIENT ECONOMIC INDICATORS BY AGE-AREA CATEGORY
(Per cent)
Ttem Rural Semi-Urban Urban Metropolitan
A B C A B C A B C A B C
1. Outstanding Deposits
a) Total 100 100 100 100 100 100 100 100 100 100 100 100
b) Current 64 53 5.6 75 97 113 141 13.1 147 223 181 188
¢) Savings 326 383 373 350 347 344 270 282 292 212 297 238
d) Term 610 563 546 562 549 539 573 593 557 569 521 572
2. Outstanding Loans and
Advances
a) Total 100 100 100 100 100 100 100 100 100 100 100 100
b) Non-interest bearing 53 6.4 3.8 6.9 5.1 3.1 3.5 8.6 61 110 76 28
3. Income
a) Total 100 100 100 100 100 100 100 100 100 100 100 100
b) Interest Income from
) Loans and Advances 39.8 48.2 53.6 415 455 510 483 654 420 63.7 477 438
c) Transfer from Head 605 476 426 520 345 431 421 278 532 270 498 40.1
Office
4. Expenditure .
a)'lI,':lal 100 100 100 100 100 100 100 100 100 100 100 100
b) Establishment 239 369 295 257 263 215 253 216 213 148 212 21.9
Expenses
c) Interest Payments 641 51.1 558 605 568 596 510 627 683 540 70.0 71.9
d) Transfer to Head 120 120 147 138 169 129 237 157 104 312 8.8 6.2
Office
5. No. of Branches in the 53 95 144 102 52 60 56 34 49 4 30 40
Group

Based on average costs and yields on funds
deployed by branches working in different areas,
it was seen that, current deposits’ share in total
branch deposits was very low in rural and semi-
urban arcas as compared with urban and metro-
politan areas and this was reflected in cost of
funds. The ratio of interest payments to deposits
was slightly higher at 7.4 per cent in rural areas
as compared to 6.9 per cent in metropolitan
branches. On the other hand, as a possible
reflection of greater proportion of advances at
lower interest rates in rural branches, the yield on
advances of these branches was lowerat 11.9 per
cent as compared to 12.8 per cent in metropolitan
branches. Thus, the rural branches were losers at
both ends. The ratio of income to total turnover
(deposits plus advances) was higher in semi-
urban and urban branches at 9.3 and 9.0 per cent
as compared to 8.3 per cent in rural and
metropolitan branches. On the other hand,
expenditure-tumover ratio was lower at 7.1 per
cent in metropolitan branches compared to about
8 per cent in other areas. The fall in this ratio in

metropolitan branches was mainly on account of
relatively lower expenditure on staff salaries as
compared to other areas (Table 24).

In order to study the economics of branch
working inrelation to the scale of their operations,
all the sample branches were arranged according
toanascending order of their deposits and divided
into ten decile classes and the average values of
different parameters were studied for each decile
class (Table 25). The deposit size showed arapid
increase in higher ordered decile classes, partic-
ularly the last class. In this last class, the income
and expenditure also showed a sudden spurt.
Broadly, branches could be divided into two
categories, one with deposits below Rs.1.15 lakh
(five decile classes from bottom) and the other
with deposits above Rs.1.57 lakh (upper five
decile classes). Itis interesting to note that though
the firstcategory could be regarded as non-viable,
the branches in this category had high C-D ratios
resulting in surplus of net interest income. In the
second category, the first four decile classes had
low C-D ratios and the branches were deficit in
net interest income. The last decile class had,
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however, a significant surplus on interest account.
Expenditure on staff salaries showed a steady
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increase along with the size of a branch in terms
of deposit.

TABLE 24. INCOME AND EXPENDITURE RATIOS OF BANK BRANCHES

(Per cent)
Item Rural Semi-Urban Urban Metropolitan All-India
1. Interest payment to deposits 7.4 73 71 6.9 7.1
2. Interest income to advances 11.9 123 125 12.8 12.5
3. Total income to tumover 83 9.3 9.0 83 8.7
4. Total expenditure to tumover 82 8.2 8.1 71 7.8
5. Establishment expenses 22 2.1 1.9 1.2 1.7

The ratios of components of income and
expenditure to turnover (deposits plus advances)
of branches arranged in decile classes showed that
apparently there were no economies of scale in
bank operations and the ratios of income and
expenditure to aggregate turnover moved within
anarrow band of about 7.5 per cent t0 9.3 per cent,
without showing any trend. Interest income as a
ratio to branch advances showed an upward trend

in higher deciles. This might be due to lower
proportions of low yielding advances in total
advances of large branches. On the other hand,
there was a downward trend in cost of their
deposits because of higher proportions of current
deposits in total deposits. Expenditure on staff
salaries as a ratio of turnover showed a definite
down- trend with increasing turnover (Table 26).

TABLE 25. AVERAGE VALUES PER BRANCH BY DECILE GROUPS

(Amount Rs. Thousand)

Decile Deposits Advances Income Expenditure Interest  Interest Pay-  Staff Sala- Profit/
No. Income ment ries Loss
1 20,63 23,79 3,69 3,96 2,71 1,53 1,30 27
2 38,34 36,50 6,42 6,51 4,39 2,81 1,89 -8
3 57,76 53,08 9,66 9,21 6,29 4,24 2,56 45
4 82,61 54,26 10,93 10,84 6,47 5,98 2,77 9
5 1,14,72 67,88 14,56 15,22 8,33 8,28 3,43 66
6 1,57,96 84,50 21,79 20,62 10,80 10,95 438 1,17
7 205,19 82,15 23,81 23,26 10,11 14,83 521 54
8 2,74,78 1,24,06 32,84 29,87 14,76 19,19 635 297
9 391,95 1,59,96 46,54 43,12 20,26 28,16 8,43 341
10 8,70,18 5,67,56 1,34,07 1,10,22 72,39 62,51 16,54 23,85
TABLE 26. AVERAGE TURNOVER PER BRANCH AND INCOME-EXPENDITURE
RATIOS BY DECILE GROUP
(Ratio in per cent)
] - -
Dl%ol}e Anm(x):tle'lI,‘um Ratio to Tumover A%ﬁ/‘;‘r)légs ng&i‘g Rauooiloe'rl‘um
(Rs. Thou- Income Expenditure terest Interest Pay- Staff Salaries
sand) come ment
1 44,62 83 8.9 114 7.4 29
2 74,84 8.6 8.7 120 73 2.5
3 1,10,84 8.7 8.3 119 7.3 2.3
4 1,36,87 8.0 7.9 119 7.2 2.0
5 1,82,60 8.0 8.3 123 7.2 1.9
6 24246 9.0 8.5 12.8 6.9 1.8
7 28734 83 8.1 123 7.2 1.8
8 3,98,84 8.2 7.5 11.9 7.0 16
9 551,91 8.4 78 127 7.2 1.5
10 14,3774 93 117 12.8 7.2 1.2
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Considering the total income and expenditure
of branches, it was observed that about 40 per cent
of branches had incurred losses during the ref-
erence period. This proportion did not differ
significantly in different groups of branches in
semi-urban and urban branches. However, the
proportion of loss making branches in the C
Group of branches in rural and metropolitan areas
was more than 50 per cent. This picture was
altered completely when only the interest income
and interest outgo was considered. Netting the
two, it was seen that about 60 per cent of the
branches had a net deficit on this account. In this
case, the A Group of branches in rural and
semi-urban areas and the C Group of branches in
urban and metropolitan areas were worse-off as
compared to other categories of branches. The
deficit on interest account was turned into profit
by Head Office transfer payments to rural and
semi-urban branches, while in urban and metro-
politan branches, non-interest net income could
offset the deficit on interest account.

On the whole, it was seen that the profit/loss of
bank branches did not depend on whether it was
rural/urban/metropolitan branch. This was true,
whether we considered the aggregate income-
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expenditure or only the interest income-outgo of
a branch. Considering the age of a branch, it was
observed that pre-1970 branches in rural and
semi-urban areas and post-1975 branches in
urban and metropolitan areas showed relatively
poor performance based on net interest outgo.

The distribution of sample branches reporting
negative interest income showed that about 89 per
cent of the branches had C-Dratio of less than 50
per cent. About 8 per cent of such branches had
C-D ratios between 50 to 60 per cent. This is also
borne out by average cost and yield on funds
deployed.

As stated earlier, the average cost of interest
payment on deposits was about 7.1 per cent and
interest income on advances was about 12.5 per
cent. Thus, for a break-even point on interest
earnings, the branch should attain a C-D ratio of
56.8 per cent. (For a deposit of Rs.100, the cost
was Rs.7.1. If P is the C-D ratio, then income on
advances is 100 x P x 0.125. Forbreak even point,
P=7.1/12.5=56.8 per cent.) As the rural branches
had slightly higher costs and lower yields, the
break-even point of C- D ratio for rural branches
would be slightly higher.

TABLE 27. PERCENTAGE DISTRIBUTION OF BRANCHES WITH SPECIFIED CHAR ACTERISTICS
IN DIFFERENT DECILE GROUPS

PERCENTAGE OF BRANCHES TO TOTAL BRANCHES

Decile Loss making branches* Branches with negative interest Branches with C-D ratio less than or
No. income* equal to 70 per cent*
1 68.4 329 38.1
2 56.6 34.2 4.7
3 43.4 38.1 46.0
4 39.5 64.5 71.0
5 46.0 68.4 78.9
6 25.0 69.7 78.9
7 M2 84.2 84.2
8 27.6 72.4 81.6
9 27.6 789 84.2
10 18.4 65.8 76.3

* Percentages relate to totals in each decile group.

It would be interesting to see how the profit-
ability of a branch is affected by the size of
deposits and the C-D ratio. Distribution of
branches according to their profitability and C-D
ratios in different decile groups reveals that the
proportion of loss making branches showed a

steep falling trend, from 68.4 per cent in the first
decile to 18.4 per cent in the last decile (Table
27). However, if we consider only the interest
income and expenditure of a branch, a totally
different picture was obtained. On this criterion,
the proportion of branches reporting negative
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interest income showed a rising trend from 32.9
per cent in the first decile to more than 70 per cent
in the higher deciles. This reverse trend can be
explained by differentials in C-D ratios in dif-
ferent deciles. Table 27 shows that the percentage
of branches reporting C-D ratio of less than 70
per centexhibited arising trend from 38.1 per cent
in the firstdecile to 76.3 per cent in the last decile.
This clearly brings out the combined impact of
size of deposits and C-D ratio on the profitability
of a bank branch. In the lower deciles, despite the
larger proportion of branches with higher C-D
ratio, the incidence of loss making branches was
high. On the other hand, in higher deciles, even
with preponderance of branches having low C-D
ratios, the incidence of 1oss making branches was
low.
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Table 28 gives distribution of profit making
branches in each quartile according to the ranges
of C-D ratios. The overall position showed that
the proportion of profit making branches to total
branches increased from 40.1 per cent in the first
quartile to 75.3 per cent in the last quartile.
Considering distribution of branches within dif-
ferent quartiles, it was once more seen that in
higher quartiles (i.e. branches with large deposits
size), low C- D ratios did not affect the profit-
ability of branches. In the lowest quartile, most
of the branches could make profits only by
attaining high C-D ratios. This concept of prof-
itability is, however, based on aggregate
income-expenditure of a branch which includes
transfer payments between a branch and its Head
Office,

TABLE 28. DISTRIBUTION OF PROFIT MAKING BRANCHES BY CREDIT-DEPOSIT RATIO FOR DIFFERENT QUARTILE RANGE

Credit-Deposit ratio 1st Quartile 2nd Quartile 31rd Quartile 4th Quartile All Quartiles
(per cent) ‘

0-25 13 18.1 379 364 26.6

25 - 50 10.5 27.0 311 30.8 26.6

50 - 60 3.9 9.9 6.0 7.0 6.9

60 - 70 53 9.0 23 3.5 48

70 -100 18.5 9.0 10.6 7.0 104

> 100 60.5 27.0 12.1 153 24.7
TOTAL 100.0 100.0 100.0 100.0 100.0
40.1) (58.4) {69.5) (75.3) (60.0)

Note: (1) The frequency distribution relates 10 only profit making branches in respective quartile range.
(2) The figure in brackets shows the percentage of profit making branches in each quartile range.

TABLE29. PERCENTAGE OF PROFIT/LOSS MAKING BRANCHES FOR EACH QUARTILE AND FOR DIFFERENT CD RATIOS

Credit-Deposit 1st Quartile 2nd Quartile 3rd Quartile 4th Quartile All Quartiles
ratio (per cent) Profit Loss Profit Loss Profit Loss Profit Loss  Profit Loss
0-25 6.7 933 57.1 429 67.6 324 65.8 34.2 60.6 39.4
25 - 50 25.0 75.0 44.1 559 64.1 359 80.0 20.0 56.2 43.8
50 - 60 18.8 812 68.8 312 721 213 62.5 3715 542 45.8
60 - 70 235 76.5 71.4 28.6 75.0 250 100.0 0.0 55.0 45.0
70 -100 368 632 47.6 524 7.8 220 83.3 16.7 54.5 45.5
> 100 63.0 37.0 833 16.7 84.2 15.8 95.6 4.4 75.5 24.5

Table 29 gives proportions of loss/profit mak-
ing branches, according to two-way classifica-
tion, viz., size of C-Dratioand quartiles according
to the size of deposits. Here also, it was seen that
the size of deposits impact was more dominant
than the C-D ratio indetermination of profitability
ofa bank branch, The proportion of profit making
branches showed a significant improvement in
the first quartile, as the C-D ratio increased. In

higher quartiles, this trend was somewhat mild
because the proportion of profit making branches
was already high even in branches with low C-D
ratios.
The summary findings of this Section are as
follows :
a)The concept of branch profitability is dif-
ferent from the concept of bank profitability.
Because of non-uniformity in transfer price
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formula as adopted in different banks, it is nec-
essary toconsider the net interest income measure
in addition to overall profits/losses of a branch,
togetabetter understanding of economic viability
of a bank branch.

b)Whereas the deposits of a branch increased
6.2 times from rural areas to metropolitan areas,
income went up 6.7 times and the expenditure 5.8
times.

c)As a proportion of total turnover, (deposits
plus advances), the net profitof arural branch was
only 0.1 per cent as against 1.1 per cent for a
semi-urban branch and 0.9 per cent for an urban
branch. For a metropolitan branch, this percent-
age was 1.2

d)In metropolitan areas, interest income con-
tributed a much higher proportion in total income
while the proportion of establishment
expenditure in total expenditure was low.

¢)Branches in C.Group had generally higher

proportion of expenditure on establishment. But
inrural and semi-urban areas, these branches also
had higher proportion of interest income in total
income. »

f)Semi-urban branches were more akinto urban
branches thanrural branches in various economic
parameters of branch working.

£)Cut-off point in terms of size of deposits to
determine the profitability of a bank branch
appeared to be about Rs.1.15 lakh,

k)As aratioto turnover, branch income showed
a mild rising trend and branch expenditure
showed falling trend according to increasing size
of turnover. In particular, establishment expen-
diture showed a significant falling trend.

i)Profitability of a branch depended upon the
size of deposits as well as its C-D ratio. But the
size of deposits had a more dominant impact on
the profitability. The break- even point in interest
income-expenditure in relation to C-D ratio was
56.8 per cent.
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FOOTNOTES

1.Time series data on number of bank branches, deposits
and advances are available in various publications of the
Reserve Bank of India. These data have been cogently
presented in a summary form by Dr. NK. Thingalaya,
[Thingalaya]. We have liberally used these data. For the period
June 1985, figures in our study would differ from those
published elsewhere as out data relate to branches established
upto June 1980 only. We have also noticed that the data on
bank branches differ in different publications.

2.BSR statements are submitted by bank branches, as
understood in a conventional sense, carrying regular banking
functions of deposits and advances. Besides branches, banks
also have a number of administrative offices. The Master File
on bank branches includes such banking offices. In the text,
however, the terms ‘offices’ and ‘branches’ have been used
inter- changeably.

The classification of centres into rural, semi-urban, urban
and metropolitan areas is based on the data available through
Population Censuses and the classification is revised from
time to time. There may be some difference in number of
branches and centres arising out of closure of branches. Hence,
the figures given in this Study may not tally with those
published earlier. Moreover, the June 1985 data used in the
study relate to branches established upto June 1980 only.

3.Reserve Bank of India Bulletin, May 1987. These ratios
relate toall branches of banks and therefore, would differ from
the ratios derived in our study which relate to the branches
established prior to June 1980. This ratio worked outto 65.85
per cent (Table 17).
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ANNEXURE

The BSR surveys are being conducted since 1972. Special
tabulations based on the data of these surveys were generated
for the purpose of this Study but these tabulations were
obtained only for the two periods, viz., ending June 1980and
June 1985. General tabulations on BSR, already published,
present data according to the population groups in which the
branches are focated but not by age-groups.

In this Annexure, some selected tabulations published in
the BSR volumes have been put together and presented as a
time series from 1980 10 1985, 50 as to serve as a back-drop
for the detailed tabulations given in this Study. All the
tzbul:;tions relate to period ending June, unless otherwise
stated.
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TABLE A-1. AVERAGE AMOUNT OF DEPOSIT PER BRANCH AND PER ACCOUNT
(Amount Rs. lakh)

Area 1980 1981 1982 1983 1984 1985
PER BRANCH
Rural 26.8 304 311 349 37.6 364
Semi -urban 92.2 106.0 113.6 128.7 143.1 157.0
Urban 159.7 176.5 190.0 20173 2411 259.0
Metropolitan 330.8 373.0 381.7 431.0 508.6 5503
Total 102.8 112.1 114.0 126.0 140.6 147.7
PER ACCOUNT )
Rural 1,407 1,509 1,520 1,621 1,761 1,810
Semi-urban 2,032 2,144 2,274 2,390 2,594 2,702
Urban 2,808 2942 3,188 3342 3,649 3,848
Metropolitan 4,735 5,070 5,396 5,659 6,184 6,885
Total 2,689 2,814 2,934 3,067 3,382 3,593

TABLE A-2. AVERAGE AMOUNT OF CREDIT PER BRANCH AND PER ACCOUNT
(Amourt in Rs. lakh)

Area 1980 1981 1982 1983 1984 1985
PER BRANCH
Rural 146 17.7 18.5 20.7 27.4 255
Semi-urban 435 53.0 57.6 65.5 79.8 86.4
Urban 95.8 108.4 114.8 1226 154.1 150.1
Metropolitan 287.4 306.4 3244 3752 418.8 446.7
Total 69.1 74.5 76.9 853 994 100.4
PER ACCOUNT
Rural 2,697 3,197 3,390 3,553 4269 4,299
Semi-urban 5,425 5,905 6,555 7,447 7,889 8,464
Urban 17,756 18,786 20,883 22,109 24,864 24,954
Metropolitan 84,397 85,785 95,830 93,464 1,06,537 1,08,717
Total 11,818 11,990 12,583 13,699 14,668 14,875

TABLE A-3. PERCENTAGE DISTRIBUTION OF DEPOSITS BY TYPE OF DEPOSIT

(Per cent)

Area 1980 1981 1982

Cument  Savings  Temm Current  Savings Term Current  Savings  Term
Rural N 43.3 49.0 15 43.3 49.2 13 422 50.5
Semi-urban 113 33.6 551 11.2 342 546 11.1 34.1 54.8
Urban 155 27.6 569 15.9 28.0 56.1 15.8 28.7 55.5
Metropolitan 19.9 215 586 20.6 222 572 209 23.9 55.4
Total 153 28.4 563 156 29.2 552 155 29.9 54.6

(Contd.)
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TABLE A-3. PERCENTAGE DISTRIBUTION OF DEPOSITS BY TYPE OF DEPOSIT (Contd.)

(Per cent)
Area 1983 1984 1985
Current  Savings  Term Current  Savings Temn Current  Savings Term
Rural 13 40.7 52.0 7.1 40.0 52.9 7.0 39.7 533
Semi-urban 10.8- 34.0 55.2 10.4 346 55.0 10.0 35.0 550
Urban 14.7 27.3 58.0 14.6 281 573 15.5 27.6 56.9
Metropolitan 19.5 237 56.8 20.9 249 542 224 242 53.4
Total 14.6 29.4 56.0 15.1 299 550 159 29.5 54.6
TABLE A-4. PERCENTAGE SHARES OF AREAS IN AGGREGATE DEPOSITS AND AGGREGATE CREDIT
. (Per cent)
Area 1980 1981 1982 1983 1984 1985
DEPOSTTS
Rural 11.9 13.0 13.8 14.1 144 13.4
Semi-Urban 23.0 232 229 23.5 207 21.5
Urban 25.3 247 250 249 260 26.3
Metropolitan 39.8 39.1 383 37.5 389 38.8
Total 100.0 100.0 100.0 100.0 1000 100.0
CREDIT
Rural 9.7 11.4 121 12.4 148 13.8
Semi-Urban 16.2 17.4 172 17.7 164 17.5
Utban 225 22.8 224 21.7 235 22.4
Metropolitan 516 48.4 483 48.2 453 46.3
Total 100.0 100.¢ 100.0 100.0 1000 100.0
TABLE A-5. PERCENTAGE DISTRIBUTION OF DEPOSITS ACCORDING TO THE OWNERSHIP CLASS
. (Per cent)
March 1978 March 1982 March 1984
Type of Owner- Current Savings Term Total Current Savings Term Total Current Savings Term Total
ship
1. Govemment 11.7 22 9.2 78 9.6 26 7.0 59 122 31 68 67
Sector

Corporate Sec- 36.9 32 122 144 316 2.7 72 92 386 26 88 120
tor

. Other Institu- 34.1 53 9.6 129 318 3.4 73 95 264 4.5 84 100
tions

. Individuals 173 893 69.0 649 270 913 785 754 228 898 760 710
Total 100.0 1000 100.0 100.0 1000 100.0 100.0 1000 100.0 1000 1000 1000

<< H m=
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TABLE A-6. PERCENTAGE DISTRIBUTION OF CREDIT ACCORDING TO PURPOSE

(Per cent)
Area Agri- Indus- Transport Personal Trade Others Agri- Indus- Transport Personal Trade Others
culture  try Opera- loans and culture  try Opera- loans and
tors  profession- tors  profession-
al services al services
1980 1981
Rural 522 207 5.1 7.6 74 71 500 212 63 73 80 72
Semi-urban 326 36.1 5.4 7.7 106 76 330 352 62 76 102 78
Urban 121 471 42 7.1 233 6.2 129  49.8 49 7.1 182 7.1
Metropolitan 3.3 573 3.9 3.7 283 35 47 60.4 4.1 42 23.0 37
Total 148 480 43 55 222 52 167  49.1 49 58 179 56
1982 1983
Rural 519 184 6.8 7.4 76 19 507 18.8 N 8.0 81 6.7
Semi-urban 329 343 6.8 8.1 96 83 305 359 N 8.6 99 74
Usban 124 483 54 8.4 189 66 131 459 5.8 83 209 60
Metropolitan 4.4 593 4.0 42 244 37 44  59.7 39 43 237 40
Total 172 413 - 51 6.2 185 5.7 165 475 55 64 188 53
1984 ‘ 1985
Rural 512 174 7.1 72 8.9 8.2 528 16.1 6.5 . 7.0 108 638
Semi-urban  35.1 297 15 80 10.2 9.5 348 300 66 8.1 120 85
Urban 16.0 45.1 5.9 14 16.0 9.6 141 497 54 8.4 147 7.7
Metropolitan 1.8 533 35 45 327 42 16 494 32 4.6 363 49
Total 17.7 423 52 6.1 21.7 70 176 413 4.8 6.4 234 65
TABLE B-1. PERCENTAGE DISTRIBUTION OF BRANCHES OF COMMERCIAL BANK
ACCORDING TO AREA
(Per cent)
Area December 1950 December 1955 December 1969 December 1972 June 1973
Rural 123 9.3 223 36.0 35.8
Semi-urban 50.5 50.9 40.2 314 311
Urban 274 253 175 18.0 18.1
Metropolitan 9.8 14.5 20.0 14.6 15.0
Total 100.0 100.0 100.0 100.0 100.0

Sources :1. Debits 1o Deposit Account with Scheduled Banks (1947-1953), RBI Bulletin, June 1955.
2. Debits to Deposit Accounts with Scheduled Banks (1953-1956), RBI Bulletin, February 1958.
3. Banking Statistics - Basic Statistical Returns.
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TABLE B-2. AVERAGE AMOUNT OF DEPOSIT AND CREDIT PER BRANCH .
(Amount in Rs. lakh)

Area Decem- Decem- Decem- Decem- June June Decem- Decem- Decem- Decem- June June
ber ber ber ber 1973 1975  ber ber ber ber 1973 1975
1950 1955 1969 1972 1950 1955 1969 1972
DEPOSIT PER BRANCH ‘ CREDIT PER BRANCH
Rural 4.7 54 79 106 121 156 2.6 29 3.0 5.0 57 81
Semi-urban 12.1 114 306 412 454 498 5.1 60 122 172 193 244
Urban 37.8 365 763 813 853 891 147 192 45.6 46.1 525 628
Metropolitan ~ 148.7 1236 1522 183.1 1796 2013 103.1 940 1614 160.7 1651 177.4
Total 312 334 564. 584 608 630 167 218 437 39.1 424 491

Sources:1. Debits to Deposit Accounts with Scheduled Banks (1947-1953), RBI Bulletin, June 1955.
" 2. Debits to Deposit Accounts with Scheduled Banks (1953-1956), RBI Bulletin, February 1958.
3. Banking Statistics - Basic Statistical Retums.

TABLE B-3. PERCENTAGE DISTRIBUTION OF DEPOSITS BY TYPE OF ACCOUNT

(Per cent)
Deposits December December March December June June
1950 1955 1969 1972 1973 1975
Current 56.6 472 255 214 219 19.0
Savings 16.9 173 246 25.6 26.2 259
Term 26.5 355 499 53.0 . 519 55.1
Total 100.0 100.0 100.0 100.0 100.0 - 1000
Sources:1. Debits to Deposit Accounts with Scheduled Banks (1947-53), RBI Bulletin, June 1955.
2. Debits to Deposit Accounts with Scheduled Banks (1953-1956), RBI Bulletin, February 1958,
3. Statistical Tables Relating to Banks in India.
4. Barking Statistics - Basic Statistical retams.
TABLE B-4. PERCENTAGE SHARES OF AREAS IN AGGREGATE DEPOSITS AND AGGREGATE CREDIT
(Per cent)

Area Decem Decem Decem Decem June  June Decem Decem Decem Decem June  June

ber ber ber ber 1973 1975 ber ber ber ber 1973 1975

1950 1955 1969 1972 1950 1955 1969 1972

DEposITS CREDIT

Rural 1.8 1.5 31 6.5 7.1 8.1 1.9 1.2 1.5 4.6 4.8 5.9
Semi-Urban 199 173 220 223 233 223 15.8 13.9 113 14.0 143 151
Urban 330 276 259 250 254 246 238 2253 200 212 224 240
Metropolitan 453 53.6 490 462 442 450 585 626 612 602 585 550
Total 1000 1000 1000 1000 1000 1000 1000 1000 100.0 1000 100.0 1000

Sources:]. Debits to Deposit Accounts with Scheduled Banks (1947-53), RBI Bulletin, June 1955.
2. Debits 1o Deposit Accounts with Scheduled Banks (1953-56), RBI Bulletin, February 1958,
3. Banking Statistics - Basic Statistical Retums.
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TABLE B-5. PERCENTAGE DISTRIBUTION OF DEPOSITS ACCORDING TO OWNERSHIP CLASS
(Per cent)

Type of Owner- December 1951 December 1956 April 1961
ship

Current Savings Term Total Current Savings Term Total Current Savings Term Total

Government Sec- - - - - 11.6 - 13.8 104 6.7 - 107 74
tor
Corporate Sector ~ 51.7 - 28.1 366 49.0 - 222 314 547 - 286 333
Other Institutions  18.9 36 178 161 12.7 3.1 88 97 148 3.0 120 115
Individuals 29.4 9.4 541 473 26.7 969 552 485 238 97.0 487 478
Total 100.0 1000 100.0 1000 1000 1000 100.0 100.0 100.0 100.0 100.0 100.0
Type of Ownership March 1969 March 1972

Current Savings Temm Total Current Savings Term Total
Government Sector 43 - 8.0 5.2 1.9 - 9.8 69
Corporate Sector 59.7 - 16.1 232 55.4 - 159 213
Other Institutions 16.0 55 16.5 13.7 14.6 32 187 13.8
Individuals 19.5 94.5 593 579 22.1 96.8 556 58.0

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100..0

Source: Statistical Tables Relating to Banks in India.

TABLE B-6. PERCENTAGE DISTRIBUTION OF CREDIT ACCORDING TO PURPOSE |

(Per cent)

Purpose March March April March December June June

1951 1952 1968 1968 1972 1973 1975

Agriculture 2.1 2.0 04 2.2 9.0 9.0 108

Industry 329 35.0 50.6 67.5 61.1 57.4 58.4

Transport Operators 0.6* L1 2.0* - 1.6 1.8 23
Personal Loans and Professional

Services 13 7.6 7.6 - 5.0 1.7 5.4

Trade 40.4 411 313 19.2 149 18.6 . 16.6

Others 16.7 132 8.1 1.1 8.4 11.6 6.5

Total 100.0 100.0 100.0 100.0 1000 100.0. 100.0

* Public Utilities (e.g. Transport and communications, gas, electricity, etc).
+ Includes Transport Operators and Services and Personal Loans.
Sources:1. Statistical Tables Relating to Banks in India.

2. Banking Stiatistics - Basic Statistical Retums.



WHO BENEFITS FROM GOVERNMENT EXPENDITURE IN INDIA?
A CASE STUDY OF ANDHRA PRADESH

K.N.Reddy
S. Sudhakar

An attempt is made here to answer whom did Government expenditures benefit? What category
of expenditures benefited whom? Andwhat was the direction of expenditures over a period of time:
1975-76 to 1984-85? Issues involved in estimating expenditure incidence are discussed in detail.
Some of the important findings are i )Both in terms of per household benefits and in terms of effective
benefit incidence, high income group benefited mostin 1975-76 and 1984-85. ii)The benefit distance
as between low, middle and high income groups narrowed down during 1975-76 to 1984-85.. iii)But
the narrowing down of benefit distance was marginal.

INTRODUCTION

Itiswell-known that the benefits of expenditure
by government do not spread to all income groups
evenly.

The question, whom did government expendi-
ture benefit? hasengaged theattention of scholars
for the past quarter century. The World Bank has
published a number of Studies on the subject. A
few studies arc available in India too. Bhatta-
charya and Dey [Bhattacharya et. al., 1965] and
in 1974, Maitra, Dey and Bhattacharya [Maitra
et.al., 1974] quantified the distribution of benefits
of government expenditure for the State of West
Bengal. Their conclusion was that on the whole
the provision of public education and health
services served to reduce the disparities in levels
of living even when the distribution appeared to
favour the rich. Ahuja [Ahuja, 1978] estimated
the distribution of benefits from government
expenditure for three districts - Kanpur (in Uttar
Pradesh), Gaya (in Bihar) and Thanjavur (in
Tamil Nadu) - on the basis of a sample survey
conducted for the year 1974-75. Gupta [Gup-
1a,1980] estimated the distribution of benefits
‘from the combined expenditure of the Central
Government, State Governments and Union
Territories by using "money flow approach”.
Misra [Misra, 1982] worked out the distributional

impact of government expenditure for three
talukas in Gujarat. Maitra [Maitra, 1986] esti-
mated "budget incidence” for West Bengal. But
these studies seem to suffer either from narrow
coverage or if the coverage was somewhat rea-
sonable, from methodological weaknesses of
unexplained subjective considerations. The
analysis of data from a survey on social con-
sumption conducted by the National Sample
Survey in 1980-81 is available. It pertains only
to a few States.” :

The present study relates to the State of Andhra
Pradesh, which was not covered by the analysis
based upon NSS$ data referred to above. Andhra
Pradesh represents a typical middle income
developing State, with Rs.1,996 per capita
income at current prices in 1984-85, corre-
sponding somewhat to the all India average of
Rs.2,355 {Ministry of Finance, 1987, p. 113]
Presumably the results of this study will be of
wider application.

Only, allocable expenditures, (accounting for
80 per cent of total expenditure) are covered and
non-allocable expenditure which cannot be allo-
cated to any specific income groups, such as for
example, expenditure on ‘general services® like
organs of State, fiscal services, interest payments
and servicing of debt, administrative services,
pensions and miscellaneous general services are
excluded (Table 1).
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The next section is devoted to certain questions
of methodology followed. In the third section,
the criteria used for allocation of benefits among
different income groups are described. In the
fourth section, the main findings and their
implications to policy making are presented.
Finally, Notes and Tables which could not be
incorporated in the text are given in the end.

BASICISSUES IN ESTIMATION

In estimating the distribution of benefits of
govemment expenditures, there are five issues on
whichclarity isneeded: (1)expenditure incidence
vs. benefit incidence, (2) the base to which inci-
dence is related, (3) classification of expendi-
tures, (4) time lags in the accrual of benefits and
(5) criteria for distribution of expenditure
benefits. We shall consider these in that order.

(1) Expenditure Incidence vs. Benefit Incidence:

Quite often, expenditure incidence and benefit
incidence are interchangeably used in spite of
considerable difference in their meanings. The
pioneer in the field of incidence analysis, Mus-
grave, R.A., [Musgrave, 1959] distinguished
expenditure incidence from benefit incidence.
According to him expenditure incidence refers to
changes in the distribution of income disposable
for private use and benefit incidence refers to the
benefits derived from public services. Elaborat-
ing the same, Dean J.M. observed that "benefit
incidence concerns with the distributional impact
of the benefits received from government
expenditure while expenditure incidence con-
cernswith the effecton private disposable income
induced by changes ,in relative factor and
commodity prices”. [Dean, 1980 p. 10] Essen-
tially, benefit incidence corresponds to the defi-
nition employed in tax incidence analysis: it
concerns with transfer of resources to the
recipients through public expenditure. The value
of expenditure to the recipients need not be equal
tothe costof providing it - that is, burden imposed
(taxes) may exceed the benefit provided.

WHO BENEFITS FROM GOVERNMENT EXPENDITURE IN INDIA

115

In most of the studies of this type,” it is the
benefit incidence that is employed and not the
expenditure incidence; the reason being that
expenditure incidence is not amenable for mea-
surement. To use expenditure incidence,
knowledge about the impact of expenditure on
factor prices and product prices and their impact
on various income groups is essential. And such
an estimate of first round, second round and third
round effects on incomes is most difficult and a
general equilibrium model need be constructed
which again is complicated and not amenable for
empirical testing. Therefore, we too have
employed benefit incidence only.

Benefit incidence can be estimated in several
ways and each one of them might give rise to
different results. Three approaches may be
mentioned. One is the "money flow approach",
second is the "benefits received approach” and the
third is the "benefits valued approach”. Briefly
they are as follows: .

(i) Money flow approach: In money flow
approach, government outlays are allocated
amongst direct recipients of the outlays: partic-
ular individuals, particular institutions, particular
sectors or particular States. It establishes an
accounting identity of costs with benefits. For
instance, defence personnel and contractors
benefit from defence expenditure, doctors, nurses
and hospital building contractors benefit from
medical expenditure; judges, magisirates, public
prosecutors and concerned personnel benefit
from expenditure on justice and teachers and
researchers and the contractors of educational
buildings benefit from educational expenditure,
Extending the same logic to art and culture, it is
the artists who benefit from expenditure on art
and culture. A typical study that employed this
approach is that of Gupta. A.P. [Gupta, 1980]
Gupta illustrates that if A is hired to work as a
doctor in New Delhi’s Safdarjung Hospital, the
expenditure representing his salary and allow-
ances can be assumed to benefit A and those
dependent on him and argues that "after all those
who receive payments from government are
better off with these payments than without
them". The weakness of this approach is that it
neglects the subsequent beneficiariesto whom the
expenditure is indeed directed.
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(ii) Benefits received approach: In Benefits
received approach (some times called as "on
whose behalf expenditures are made approach")
people are treated as beneficiaries of expenditure
and the direct recipients of expenditure (e.g.,
government servants, teachers, doctors, judges)
as the inputs for the services/output. Like the
money flow approach, the benefits received
approach also establishes accounting identity but
with a difference. The difference is in focusing
attention on outputs (or services rendered). It
scores a number of points over money flow
approach: (a) it is consistent with tax incidence
analysis in which every contribution to revenue
reduces income of an individual by an equal
amount; (b) the aesthetic value of equating taxes
and benefits in the context of benefit incidence is
appealing; and (c) itindicates the seriousnesswith
which policy objectives are pursued. For exam-
ple, if policy statements refer to educational
expenditure as a means of reducing income
inequality, then it is relevant to find out whether
the average educational expenditure per family
decreases with an increase in average income or
on the other hand whether itincreases in absolute
amount or in percentage of income. Such
researches can be illuminating especially when
they reveal that moneys were not spent on those
segmentsof the economy for which it was meant.*

(iii) Benefits valued approach: Unlike the
earlier two approaches, benefits valued approach
dispenses with the accounting framework of
valuation, that is, services are not valued at their
costof production. Instead, it attempts to find out
how the beneficiaries value the services enjoyed
by them. For example, in valuing benefits of
education, it is estimated how much the student
or his family is willing to pay for his education if
it were to be purchased in a free market.

The difficulty with this approach is that several
assumptions have to be made with respect to
utility functions of consumers. It is just impos-
sible to construct utility curves of people for each
and every item of expenditure. Two studies are
worth mentioning in this context: one by Aaron
M and McQuire M [Aaron, et. al., 1970) and the
other by Maital §. [Maital,1973]. Aaron and
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McQuire took pains to illustrate it but no one has
ventured to employ it for estimating benefit
incidence.’

After careful consideration of all the three
aforesaid  approaches, "benefits received
approach” hasbeenadopted here inspite of certain
limitations.

(2) The Base to which Expenditure Benefits are
Related: :

The most common practice is to treat income as
the base. Unfortunately, no official estimates of
income distribution are available for the State we
are concerned with, The only estimates, some-
what reliable, are the ones estimated by the
National Council of Applied Economic Research
(NCAER) [NCAER, 1980]. But they relatetoall
India level and that too to a far distant year,
namely 1975-76. To generate income distribution
data afresh, survey has to be conducted and its
cost would be enormous. Hence as a second best
alternative, the National Sample Survey (NSS)
consumer expenditure data are taken as the base.

For 1975-76, the NSS data of 32nd round on
consumer expenditure has been depended upon.
The NSSO has classified people into 14 classes
on the basis of their monthly per capita expen-
diture in Rs.0-10, 10-15, 15-20, 20-30, 30-35,
35-40, 40-50, 50-60, 60-70, 70-80, 80-100,
100-150, 150-200 and 200 and above. We have
grouped them into three size-classes, namely,
those with per capita monthly expenditure of
Rs.0-70, Rs.70-200 and Rs.200 and above. We
shall refer to them as the low, the middle and the
high income groups respectively. The low
income group defined above represents roughly
those who are below the poverty line as defined
by the Planning Commission. For, Planning
Commission’s definition of poverty line was
Rs.65 for rural and Rs.75 for urban at 1977-78
prices which (in 1975-76) is roughly equal to
Rs.0-70 expenditure category. For 1984-85,NSS
data of 38th round on consumer expenditure
collected for (January-December) 1983 have
been used. The 38th round data were classified
into 13 expenditure classes - Rs.0-30, 30-40,
40-50, 50-60, 60-70, 70-85, 85-100, 100-125,
125-150,150-200,200-250, 250-300 and 300 and
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above. Taking into account the price rise, our
three income groups now are Rs.0-100, Rs.100-
300 and Rs.300 and above respectively. The low
income group corresponds to those below the
updated poverty line for 1980-84 as defined by
the Planning Commission, namely, Rs.101.80 per
capita expenditure per month for rural areas and
Rs.117.50 for urban areas [Planning Commis-
sion, 1986].

(3) Classification of Public Expenditure:

For a meaningful analysis of benefit incidence,
some classification of public expenditure is nec-
essary. For example, Musgrave, R.A. et. 3l
[Musgrave et. al., 1974] classified expenditure
into transfers, allocable expenditures and other
expenditures. Gillespie I.W. [Gillespie, 1965]
classified expenditures into allocable expenditure
- subdivided into transfers and expenditures on
goods and services - and general expenditures;
Selowsky Marcelo [Selowsky, 1979] classified
expenditures into public services whose con-
sumption by individuals/houscholds can be
identified and those whose consumption cannot
be so identified; Meerman Jacob [Meerman,
1979] classified expenditures into public over-
head expenditures, true general expenditures and
specific expenditures. More recently, Tax
Foundation [Tax Foundation, 1981] classified
expenditures into general benefit expenditures
and specific benefit expenditures. We have
classified expenditures into (i) Public Overhead
expenditures (POEs), (ii) General expenditures
(GEs) and (iii) Specific expenditures (SEs)
[Meerman, 1978].

POEs are those that are essential to maintain
economic activity and without which no civilised
business or living is possible - for example,
expenditures on police, jails and justice, etc. GEs
are those whose benefits accrue, by and large, to
all groups of people, but in their case identifica-
tion as to which group of people (middle and high
income groups) the benefits accrue to is difficult
to establish - for example, as in the case of
multipurpose river projects, roads and bridges,
information and publicity, family welfare. SEs
are those whose benefits accrue tocertain classes,
or to different classes in different degrees and
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their identification with reference to whom they
accrue is easy to infer as, for example, in the case
of expenditures on agriculture, irrigation projects,
education, civil supplies, dairy development, etc.
In short, POEs are considered non-allocable
expenditures and GEs and SEs are considered
allocable expenditures; though allocation of GEs
to different groups is somewhat difficult.

4) Time Lags:

Time lags between incurring of expenditures
and the accrual of benefits is another issue that
needs attention, Not all the expenditures confer
benefits in the same years; for example, benefits
from capital expenditure accrue over a period of
time and very little in the year in which it is
incurred. Some scholars tried to solve the prob-
lem through unit cost method (that is cost per unit
of services) but could not succeed fully and finally
had to omit capital expenditures from their pur-.
view or treat them as current expenditures.® We
have taken the view thatall expenditures - current
and capital expenditures - confer benefits in the
year in which they are incurred. Presumably, this
will not distort the inter-se benefit incidence.

(5) Criteria for Distribution:

The last issue is that of criteria for distribution
of benefits to different income groups. In the
choice of criteria, there are two approaches (i)
inductive approach and (ii) deductive approach.
In inductive approach, relevant data are collected
by means of specific surveys. Typical example
is that of survey conducted for the study made by
Jacob Meerman [Meerman, 1979]. In the
deductive approach, hypotheses are formulated
on the accrual of benefits from different catego-
ries of expenditures, and tested empirically if
necessary and assumptions made on that basis.
The assumptions thus made are applied to dis-
tribute expenditure benefits. This approach has
been most common and we have followed this
approach (Tables 2 to 7).

APPLICATION OF CRITERIA FOR DISTRIBUTION OF EXPENDI-
TURE BENEFITS

In all, twenty-six criteria were developed and
the same were applied for apportionment of
different expenditures among different income
groups. Elaborate exercise has been carried out
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to identify relevant criteria for major heads and
their sub-heads. A brief account of the criteria
used for various éxpenditures will be nseful.

Based on the expenditure pattern shown in
Table 1, details of expenditure under each head
were collected from Detailed Demands for Grants
(as presented to the Legislative Assembly) of
various departments and reclassified into broad
categories - Public Overhead Expenditures
(POEs) and Allocable Expenditures (AEs). POEs
are excluded from our purview, since they are
Non-Allocables. We concentrate on rest of the
expenditures (allocable expenditures) consisting
of those on social and community services, eco-
nomic services and grants-in-aid/contributions
which accounted for 80 per cent of total
expenditures in 1984-85 and 78 per cent of total
expenditure in 1975-76.

The way the expenditures were allocated to
different income groups is described below.

Social and Community Services:

Social and community services consist of a
number of items and each one of them adds to the
real income of people directly or indirectly. First
is Education, Art and Culture. Education
includes elementary education; secondary edu-
cation, special education, (that is, promotion of
Urdu, Sanskrit and adult
pre-university education (intermediate), univer-
sity and other higher education, technical edu-
cation, sports, youth welfare, grants to research
institutions, medical education and agricultural
education. Benefits from these expenditures
accrue to the students receiving education and the
families supporting them. Hence, we have dis-
tributed expenditure on primary education, sec-
ondary education, pre-university education
(intermediate), university and other higher
education, technical education, medical educa-

tion, agricultural education in proportion to the
percentage share of each group - low, middle and
high income - enrolled in each of the education
levels” Art and culture, and sports and youth
welfare are hypothesized to benefitall people but
only in proportion to their consumer expenditure
(the proxy to their income) and hence were
distributed on the basis of percentage distribution
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of monthly per capita consumer expenditure
among different income groups.® With respectto
special education (promotion of Urdu, Sanskrit
and Adult Education), and grants to research
institutions it is hypothesized that they benefit all
people irrespective of income levels and hence
were distributed in proportion to the distribution
of population by income groups.’

The second one is Medical Services. Iirelates
to expenditure on providing medical facilitics
through Allopathy, Homeopathy, Unani and
Naturopathy. Itis hypothesized thatbenefits from
these expenditures accme to patients - i.e., the
actual recipients of the services - and their fami-
lies dependent on them. Since different systems
of medicine enter into preference functions of
different people, a uniform or a single criterion
appears to be inappropriate. For example, Allo-
pathy is asystem of medicine used by most of the
people and hence expenditure on it was
distributed in accordance with pattern of con-
sumption expenditure among different income
groups.®  This implies that accessibility to
government medical services (where Allopathy
iscommon) is somewhat related to income levels.
Thatis, higher the income, higherthe accessibility
to hospitals and medicines. Expenditure on other
systems of medicine cannot be assumed in the
same way since no specific preference function
is seen in relation to income levels. Certain
systems, like Unani, Homeopathy, Ayurvedic,are
preferred partly on their cheap availability and
partly on their specific usefulness. Hence,
expenditure on these was distributed on the basis
of percentage share of each income group in
population.’

The third is Family Welfare Services including
maternity and child health, compensation,
mainienance of sterilisation of beds, post-
mortem, Indian population project, mass educa-
tion and training, research and statistics. Itisnot
possible to point out exactly the beneficiaries as
the services included apply to all classes. Hence
it was distributed on the basis of the population
of each income group in total population.’
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The fourth is Public Health, Sanitation and
Water Supply. It consists of expenditure on food
and drug administration, prevention of air and
water pollution, training of nurses, health visitors,
midwives, sanitary inspectors, health education
and publicity, manufacture of sera vaccine, public
health laboratories, health transport and services.
Sewerage and water supply consists of expendi-
ture on establishment charges of the Chief
Engineers (PH) and subordinate staff in districts,
maintenance expenditure of Rajendranagar,
Bhadrachalam and Mahadragadda water supply
schemes, assistance to the Metropolitan works for
water supply schemes, maintenance of water
supply schemes in twin citites of Hyderabad and
Secunderabad, grant-in-aid to municipal corpo-
ration for operation of rigs and maintenance of
hand pumps. It appears that these items of
expenditure benefit all classes but only in
accordance with their economic (income)
capacities. Hence these are allocated in propor-
tion to consumption expenditure among different
income groups.®

The fifth is Housing. It relates to housing in
general and government residential buildings.
The former (housing in general) benefits specific
income groups, whereas the latter benefits all. In
the case of ‘housing in general’, expenditure was
mainly on loans advanced. It is our impression
that high and middle income groups had availed
of these loans more than low income groups.'®
Therefore, it was apportioned in proportion 10
consumer expenditure of different income
groups.® With respect to expenditure on gov-
ernment buildings, etc., it is felt that it benefits
one and all, and hence was allocated in proportion
o percentage share of each income group in total
population.

The sixth one is Urban Development which
relates to expenditure on urban development
particularly on assistance to municipalities, cor-
porations, etc. to meet extra-expenditure on
account of revision of pay and allowance of their
employees, town and regional planning. This
seemstobenefit all urban income groups; butwith
bias towards middle and high income groups as
it helps to appreciate the property values and
makes lives of propertied class more comfortable.
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Hence this was distributed in proportion to con-
sumer expenditure of different income groups in
urban areas."

The seventh is Social Security and Welfare. 1t
relates to expenditure on (i) civil supplies, (ii)
welfare of scheduled castes, (iii) welfare of
scheduled tribes, (iv) welfare of other backward
classes, (v) women and child welfare, (vi) relief
and rehabilitation and (vii) other social security
and welfare programmes. Obviously any single
criterion for all of them will not be appropriate.
Therefore, criteria appropriate to each item are
chosen as mentioned below.

Civil supplies refers to expenditure on con-
sumer subsidies (price subsidy). It benefits all
families utilising subsidised rice distribution
scheme, according to which a family whose
annual income is Rs.6,000 or less is eligible for
facilities of the scheme. Hence benefits from this
expenditure should be attributed to low income
category only. But it seems that people with
income more than Rs.6,000 per annum also
availed of the facility by dubious methods.
According to a study conducted for Vijayawada
city, about 40 per cent of the households bene-
fiting from the programme had annual income of
Rs.6,000 or more [Satyasundaram, 1987]. Hence
only 60 per cent benefits were attributed to low
income group while 40 per cent were divided
between middle and high income groups in pro-
portion to their respective shares in population.

Welfare of Scheduled Castes includes expen-
ditures on education, health, housing and allied
schemes, economic Dbetterment schemes,
promotion of inter-caste marriages, legal aid to
the victims of atrocities, centrally sponsored
schemes pertaining to scheduled castes. The
beneficiaries of this expenditure are largely
scheduled castes and hence it was allocated to
different income category on the basis of per-
centage distribution of scheduled castes house-
holds in total households of Andhra Pradesh.

Welfare of Scheduled Tribes and Welfare of
Other Backward Classes relates to expenditures
similar to the one cited above. The beneficiaries
are by and large scheduled tribes and backward
classes only and hence these were distributed in
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proportion to the percentage of scheduled tribes
and backward classes households res;;ecmely in
total households of Andhra Pradesh.’

The remaining items like expenditure on sec-
retariat, information and publicity and labour and
employment were distributed in accordgnce with
the percentage share of each income class in
population on the assumption that they benefit all
equally’ Expenditures on other social and
community services - like public gardens, upkeep
of shrines, temples, public exhibition, fairs, pil-
grimage beyond India, efc. - seem to benefit all
people but in proportion to their incomes. Hence
- this was distributed in proportion to consumer
expenditure pattern of different income groups.®

Economic Services

This again is a major head consisting of several
items. One such item is cooperation and others.
It relates to expenditure on direction, adminis-
tration and audit of cooperatives, housing coop-
eratives, labour cooperatives, farming
cooperatives, industrial cooperatives,
warehousing and marketing cooperatives and
irrecoverable loans written off. The objectivesof
cooperatives are such that they benefit mostly all
categories of people, and therefore belong toGEs.
Expenditures on these were allocated in propor-
tion to consumer expenditure of different income
groups.®

The second is Agriculture and Allied Services.
It relates to expenditure on agriculture, schemes
for small and marginal farmers and agricultural
labourers, soil and water conservation, area
development, minor irrigation, animal hus-
bandry, dairy development, food, fisheries,
community development and forests. Not all of
them benefit all classes equally. Hence criteria
appropriate to each item were adopted and the
same are described below.

a. Agriculture (other than schemes for small
farmers and agricyltural labourers). This item
covers land reforms (i.c., development of land
assigned to scheduled tribes), multiplication and
distribution of seeds, manures and fertilisers,
agricultural farms (demonstration farms), high
yielding varieties programme, plant protection,
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commercial crops, drought prone areas pro-
grammes, extension and farmers’ training, agri-
cultural marketing and quality control,
horticulture, tribal arcas sub-plan, national
project for bio-gas development, etc. It needs no
special mention that expenditures on these items
benefit land owning agriculturists. Therefore,
expenditureson agriculture have been distributed
in proportion to the arca owned by households, in
different income groups."*

b. Scheme for small and marginal farmers and
agricultural labourersis designed to benefit small
and marginal farmers and agricultural labourers.
Hence expendlture on this scheme was appor-
tioned in proporuon to the area owned by
households in different income groups.'®

¢. Soil and water conservation includes soil
survey and testing, education and training (soil
conservation training centre, study tours, etc.),
soil conservation schemes, tribal areas sub-~plan,
dry farming projects, etc. The benefits from this
accrue to households who own agricultural land
and hence expenditures on this item were allo-
cated in proportion to the area owned by different
income groups.™

d. Area development refers to development of
area covered by Nagarjuna Sagar Project, Right
and Left bank canals, Sriram Sagar Project,
Tungabhadra Project, Vamsadhara Project and
Dryland farm development, Tribal area sub-plan,
Construction of feeder channels, etc. Obviously,
the beneficiaries of this expenditure are house-
holds owning land and hence was allocatedon the
same basis as mentioned for soil and water
conservation.

e. Minor irrigation relates to investigation and
development of ground water resources, con-
struction and deepening of wells and tanks, sub-
sidy to Andhra Pradesh Irrigation Development
Corporation for providing water, lift irrigation
schemes, other minor irrigation works, charges
on account of tools and plants transferred from
the imrigation, navigation, drainage and quality
control project and tribal sub-area plans. Benefits
from these seem to accrue to those farm house-
holds whose lands are irrigated under wells, tanks,
rivers and tubewells and hence were allocated in
proportion to net irrigated area (flow and lift
combined) owned by different income groups.'®
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f. Animal husbandry relates to expenditure on
cattle development, poultry development, sheep
and wool development, piggery development,
veterinary education, veterinary services and
animal health, veterinary research, investigation
and statistics, fodder and feed development,
marketing and publicity and tribal area sub-plan.
Expenditure on the first four, namely, cattle
development, poultry development, sheep and
wool development, and piggery development
seem to benefit owners of the respective animals,
and hence were allocated in proportion to the
number of cattle, poultry, sheep and goats and
pigs owned by households in different income
groups.”” With respect to veterinary education,
veterinary research, etc.,itmay be noted that these
were already dealt with under education. In
regard to other expenditures, it is assumed to
benefit all categories who own livestock, and
hence were allocated in the same manner as
explained in this para.

¢. Dairy development relates to grants-in-aid
given to Andhra Pradesh Dairy Development
Cooperative Federation Limited (APDDCF). It
benefits largely the consumers of milk and milk
products supplied through APDDCF. Unfortu-
nately, there is no information of the products of
APDDCF. Hence, expenditure on this item was
treated as GE and allocated in proportion to
expenditure on consumption of milk and milk
products by households in different income
groups.’®

h. Food is a general expenditure and benefits.

all categories of people and hence was distributed
in proportion to population in different income
groups.”

i. Fisheries refers to expenditure on fishery
development and covers administration, research
and training, inland fisheries, fishing harbour and
land facilities, processing, preservation and
marketing  facilities, mechanisation and
improvement of fishing crafts, tribal area sub-
plan and other expenditures such as scheme for
relief and welfare of fishermen in general and of
fishermen belonging to scheduled castes, laying
of fishing village, access roads, etc. Obviously,
the beneficiaries of these items are fishermen. A
proper way of distributing expenditures on these
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items would be to do so in proportion to fisher-
men’ households in each income group, but
unfortunately, no such information is available.
And in the absence of such information we had
treated it as general expenditure and distributed
itin progportion to population in different income
groups.

j. Community development relates to training
of village development officers, assistance to
Panchayatraj institutions, election to Panchayats
and revision of electoral rolls thereof; nutrition,
rural works programme [Roads, Buildings, Tel-
ugu Grammena Kanthi Patham, Rural Labour
Employment Guarantee Programme (RLEGP),
NREP,etc.], minor irrigation, forests, housing for
scheduled castes, scheduled tribes and other
weaker sections, community centres, roads, etc.
The objective of these items is community wel-
fare and naturally it is difficult to treat them as
SEs. These are treated as GEs and hence were
allocated in prog)ortion to population in different
income groups.

k. Forest relates to expenditure on forest
preservation and development. Some of the items
included here are, research, education and train-
ing, forest conservation and development, survey
of forest conservation, plantation schemes, farm
forestry, forest produce, communications and
buildings, preservation of wild life, tribal areas
sub-plan, other expenditures connected with
project formulation circle, publicity, digging and
deepening of forest wells, etc. Benefits fromthese
accrue to all people because of their influence on
environment. Hence they were treated as GEs and
distributed on the same basis as was done for
community development.’

The third item of Economic Servicesis Industry
and Minerals. It includes several items, most of
which are of GEs category and only one is of SEs
category - namely, govemment distilleries. The
former category relates to development of
industry including mines and metallurgical
industries, village and small industriecs, and
industrial research and development. It appears
that benefits from mine and minerals and
machinery and engineering industries accrue to
all people (GEs) and hence were allocated in
proportion to population in different income
groups.” As for rest of the GEs, they seem to
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benefit different income groups differently and
hence expenditure on these was distributed in
' proportion to the consumer expenditure of dif-
ferent income groups.® Regarding government
distilleries, it is assumed that benefits largely
accrue to the consumers of alcohol and other
narcotics, Hence this was distributed in propor-
tion to the expenditure on pan, tobacco and milk
products in different income groups.?

The fourth item of Economic Services is Water
and Power Development which includes multi-
purpose river projects, irrigation and power

_projects. Expenditure on multipurpose river
projectsaccrue largely to households whose lands
are irrigated. But to a small extent it benefits
others also irrespective of land owned by them
because multipurpose projects prevent the
recurrence of floods and destruction of useful
assets. Therefore, 75 per cent of it was allocated
in proportion to net irrigated area owned by
different income groups (by treating it as SE)*
and the remaining 25 per cent of it was allocated
in proportion to population by income groups (by
treating it as GE). Expenditure on irrigation is
assumed to benefit households whose lands are
irrigated and hence was allocated in proportion to
net imrigated area owned by farm households in
different income groups. Expenditure on power
projectsrelates to power development and power
distribution and includes expenditure on hydro
electric schemes Machkund Hydro-electric
(joint) Scheme, Tungabhadra Hydro-electric
(oint) Scheme, Balimela Dam (joint project),
Srisailam Hydro-electric Scheme and general
expenditures pertaining to direction and admin-
istration. The benefits from these schemes accrue
to consumers of electricity and hence should be
allocated in proportion to consumption of electric
power. However, in the absence of information
on power consumption, expenditure on power
devoted to agricultural sector was distributed in
proportion to net irrigated areaowned by different
income groups.” Expenditure on power devoted
to domestic purposes was distributed in propos-
tion to consumer expenditure on fuel and light by
differentincome groups.”* Expenditure on power
devoted to industrial sector was distributed in
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proportion to total consumer expenditure in dit-
ferent income groups.” Expenditure devoted to
rest of the purposes was distributed in the same
manner.

The fifth item of Economic Services is Trans-
port and Communication. It relates to expendi-
ture on navigation, roads and bridges, shipping,
civil aviation and tourism. Benefits from these
seem to accrue to all people in proportion to their
level of income. Hence expenditure on these were
allocated in proportion to consumer expenditure
of different income groups.

Two other items of allocable expenditure are
grants-in-aid and others not classified. The
former relates to assignments to local bodies and
panchayatraj institutions. No evidence is avail-
able as to the exact beneficiaries of these grants,
and hence allocated in proportion to population
of different income groups (by treating them as
GEs)’ The items not classified relate to foreign
trade and export promiotion, drainage, secretariat,
etc. and appear somewhat related to income
capacity of people. Expenditure on these were
allocated in proportion to consumer expenditure
of different income groups (by treating them as
GEs).® The expenditure on the remaining items
was allocated in proportion to population in
different income groups.

Thus several criteria (summarised in Table 8)
were used for apportioning benefits of expendi-
ture. We believe that, given the data constraint,
our procedure is as good as could be.

MAIN FINDINGS

1.Taking allocable public expenditure as a
whole, per household benefits went largely to
high income group in 1975-76 and 1984-85. As
of 1984-85, per household benefits to high
income group were 12.68 times higher than low
income group and 8.45 times higher than middle
income group (Table 9). This was contrary to the
protestations made by policy makers during 1975
to 1986.* However, during 1975-76 and
1984-85, there was a small swing in favour of low
income group. This can be seen from the change
in benefit distance - that is the magnitude of
benefits received by middle and high income
groups in comparison to low income group -
between 1975-76 and 1984-85. The benefit
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distance among low, middle and high income
groups whichwas 1.0: 2.1 :20.0 in 1975-76 came
downto 1.0: 1.5:12.6 in 1984-85.

2.Taking the expenditures by function, there
was marked variation in the benefits accrual to
different income groups in 1975-76 and 1984-85
and over a period of time. For example,

3 Per household benefits from expenditure on
education (primary, secondary, pre-university,
and higher, technical, medical and agricultural)
went largely to high income groupin 1975-76 and
1984-85; but as between low, middle and high
income groups benefit distance came down from
10:0.7:25in 1975-76 to 1.0 : 0.4 : 09 in
1984-85 (Table 10). Much of the reduction in
benefit distance was on account of expenditure
on primary education only.

4.Per household benefits from expenditure on
medicine, etc., accrued largely to high income
group followed by low and middle income groups
in 1975-76 and 1984-85. The interesting point is,
unlike education, the direction of expenditure on
medicine did not undergo appreciable change
during the decade. The benefit distance as
between low, middle and high income groups
which was 1.0 : 3.3: 99.0in 1975-76 came down
marginally to 1.0 : 1.9 : 35.5 in 1984-85. Per
household benefits from expenditure on housing
went largely to high income group, both in
1975-76 and 1984-85, but came down signifi-
cantly in 1984-85. The benefit distances, as
between low, middle and high income groups
which was 1.0:1.0: 11.3in 1975-76 got reduced
10 1.0 : 0.7 : 1.9 in 1984-85 (Table 11). With
respect to benefits from urban development also
the pattern was roughly the same. The benefit
distance as between low, middle and high income
groups came down from 1.0 : 4.8 : 156.9 in
1975-76 10 1.0 : 1.6 : 24.0in 1984-85 (Table 12).

5.Per household benefits from expenditure on
agriculture and allied Services accrued to high
income group. Within this major head, expen-
diture on agriculture and area development scem
to have accentuated the inequalities while
expenditures on scheme for small and marginal
farmers and agricultural labourers, animal hus-
bandry and dairy development reduced inequi-
ties. The benefitdistance,as between low, middle
and high income groups (on account of
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agrxcultural and allied services) which was 1.0 :
5.8:36.21in 1975-76 came downto 1.0:3.1 : 5.4
in 1984-85 (Table 13).

6.Per household benefits from expendzture on
industry and minerals went largely to. high
income groupin 1975-76 and 1984-85. However, -
middle income group became worse off in the
process as can be seen from benefit distance,
among low, middle and high income groups, -
which moved from 1.0: 1.8 : 41.6in 1975-76 to
1.0: 0.7 : 8.2 in 1984-85. Per household benefits
from expenditure on water and power develop-
ment also went largely to the high income group.
Itis evident from the benefit distance among low,
middle and high income groups which was 1.0 =
7.9:121.5in 1975-76 movedt01.0:12.1:212.8
in 1984-85. Per kousehold benefits from expen-
diture on transport and communication accrued
largely to high income group in 1975-76 and
1984-85. But there was an indication of a shift
towards low income group. It isevident from the
movement of benefit distance, among low,
middle and high income groups, from 1.0 :4.8 :
154.3 in 1975-76 to 1.0 : 2.3 : 45.9 in 1984-85
(Table 14).

7.0n the whole, not only in terms of per
household benefits but also in terms of ‘effective
benefit incidence’ (benefits as percentage of
respective consumer expenditures which some
scholars prefer), [Gillespie, 1965 p. 145] high
income group benefited most in 1975-76 and
1984-8S. In terms of effective benefit incidence
the accrual of benefits to low, middle and high
income groups was 17.93 per cent, 15.30 per cent
and 56.30 per cent respectively in 1975-76 and
79.70 per cent, 48.26 per centand 203.50 per cent
respectively in 1984-85 (Table 15). That is,
during 1975-76 and 1984-85 effective benefit
incidence for high income group went up by
147.20 percentage points while for low and
middle income groups it went up by 61.77 per-
centage points and 32.96 percentage points
respectively. The truth is that benefits from public
expenditures continued to flow in favour of the
high income group.

IMPLICATIONS

These findings have a variety of implications.
Firstly, they question the very intentions of gov-
ernment, since the difference between what the
policy makers had said at the time of presentation
of budgets and what had actually happened when
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expenditures were made, turned out to be sig-
nificant.. Secondly, they lend credence to the oft
repeated prediction of some radicals that public
expenditures in a mixed economy benefit the
. interests of the wealthy class.?” Thirdly, they lend
support for the widespread dissatisfaction among
middle income families which may be the result
of their subjective valuation of benefits from
public expenditure. Fourthly, they may be viewed
as guidelines for making amendments or correc-
tions to the existing expenditure policy. To
whichever implications one wants to give
importance and if the constitutional obligations
and the objectives of planning have any meaning
tothe common man, the direction of expenditures
in Andhra Pradesh needs immediate change.

One of the arguments usually advanced in this
context is the dichotomy between growth versus
equity. It is generally agreed that both the
objectives are essential for the orderly develop-
ment and long term interests of the State. One
cannot be sacrificed altogether in favour of the
other. At the present moment what is required is
the eradication of extreme poverty by making
suitable changes in the direction of expenditure
policy. As Richard Bird, a well known fiscal
expert put it, in one of his lectures at the National
Institute of Public Finance and Policy, poverty
can be climinated by expenditure only and notby
taxation,

As of 1984-85, government expenditure has
become a significant fraction - about 25 per cent
of State Domestic Product (SDP). Over a decade
ago, it was hardly 17 per cent (Table 16). The
share of SDP received by the poorest - people
below the poverty line - seems to be relatively
very small or rather negligible. Hence changes
in the direction of expenditure, particularly edu-
cation (secondary, university, technical, medical
and agricultural education) health care, social
welfare, agriculture and allied activities, towards
lower income group is called for. Itmay be useful
toremember in this context the observation made
by Selowsky about a decade ago: in a country
where government expenditure and the income of
the poorest 20 per cent of the population account
for 25 per cent and 5 per cent respectively of the
gross national product (GNP) reallocating 10 per
cent of the fiscal budget to this group would
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increase its income by 50 per cent. Such a
reallocation is one of the most feasible options.
It does not represent an important trade-off with
the growth rate, evenif half of it were to be made
at the expense of public investment and assuming
that no asset would be created in the poorest
group, the growth rate of GNP would decline only
0.25 percentage points [Selowsky, 1979, p. 3). It
may be mentioned that this observation could be
applicable to other States as well, particularly to
Uttar Pradesh, Bihar, Orissa, Kamataka, Madhya
Pradesh and Maharashtra where patterns of
expenditures are somewhat similar to Andhra
Pradesh.

FOOTNOTES

1. See particularly the studies made by (i) Meerman, 1979
and (ii) Selowsky, 1979.

2.1t may be noted that some analysis on social consumption
expenditure has been made recently in Sarvekshana but that
was only for Uttar Pradesh, Maharashtra, West Bengal,
Himachal Pradesh, Delhi and Mizoram. No analysis of social
consumption expenditure data was made for Andhra Pradesh.
See Rajagopalan and Joshi, 1988, Pp. 1-17.

3. See particularly (i) Peacock and Browning, 1954, Pp.
56-75, (ii) Rottier and Albert, 1954, (iii) Conard, 1954, (iv)
Gillespie, 1965, (v) Musgrave, et. al., 1974, (vi) Reynold and
Smolensky, 1977, (vii) Mann, 1976, (viii) Snodgrass, 1974,
(ix) Peppard, 1975, and (x) Tax Foundation Incorporated,
1981.

4. For elaborate reasoning see Dewulf Luc.

5. Fora detailed discussion on this see Peppard Jr., 1975.

6. See (i) Ahuja, 1978, (i) Meerman, 1979 and (iii)
Selowsky, 1979.

7. Based on the empirical findings of (i) Reddy, 1988 and
(i) Challamn, 1982 and 1986. Seven criteria were evolved and
some were applied to respective expenditure items:

(i) Percentage distribution of students enrolled in primary
education by income groups, (ii) Percentage distribution of
students enrolled in secondary education by income groups,
(iii) Percentage distribution of students enrolled in pre-
university education by income groups, (siv) Percenage
distribution of students enrolled in university education by
income groups, (v) Percentage distribution of students
enrolled in medical colleges (MBBS) by income groups, (vi)
Percentage distribution of students in technical education
(BE) by income groups, (vii) Percentage distribution of
students enrolled in agricultural education by income groups
For detailed explanation as 1o how these criteria were applied
to respective heads see Reddy and Sudhakar, 1989.

8. This criterion - Percentage distribution of monthly per
capita consumer expenditure by income groups (Rural and
Urban combined) - is based on NSS per capita consumer
expenditure data of 32nd Round (July 1977 - June 1978)
published in Sarvekshana, January 1986 and 38th Round
(January - December 1983) published in Sarvekshana, April
1986 for Andhra Pradesh.
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9. This criterion (percentage distribution. of population by
income groups)is based on NSS data of 32nd Round and 38th
Round mentioned above. Based on these data of percentage
share of persons in each expenditure class, the total population
(projected population of 1977 for 1977-78 and 1981 Census
population for 1984-85) was distributed among different
expenditure categories. Then on this basis, percentage share
of population of each income group - low, middle and high -
was derived. This exercise was done separately for rural and
urban and then combined them to get aggregate picture of
population by income groups.

10. Based on interviews held with a number of people at
Hyderabad and Delhi.

11. Same as that of note number 8, but percentage distri-
bution of monthly per capita consumer expenditure in urban
areas only has been taken into account.
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12. This criterion - percentage distribution of scheduled
castes households to total households of Andhra Pradesh - is
derived on the basis of percentage distribution of scheduled
castes in total households of scheduled castes, scheduled
tribes, backward classes and others, published by Government
of Andhra Pradesh for 1981-82, p.5.

13. These criteria - percentage distribution of scheduled
tribes households in total households of Andhra Pradesh and
percentage distribution of backward castes’ households in
total households of Andhra Pradesh - are derived on the same
basis as mentioned in note number 12. However, it may be
noted that the percentage distribution of scheduled castes
households and scheduled tribes households and backward
castes’ households was derived on the basis of the Report
brought out by the Govermment of Andhra Pradesh as shown
in the table below:

Percentage Distribution of Scheduled Castes Households, Scheduled Tribes Households and Backward Castes Households
by Income Groups, (1975-76 and 1984-85)

Monthly Per Capita Expenditure (Rs.) Scheduled Castes House-  Scheduled Tribes House- Backward Castes House-
holds holds - holds

Low Income (Below Rs. 80) 70.64 75.55 66.57

Middle Income (R3.80 & above) 29.36 24.45 33.43

High Income 0.00 0.00 0.00

14. This criterion - percentage distribution of area owned
by households by income groups - is derived on the basis of
NSS0’s32nd Round (1971-72) on ‘Survey Results on Land
Holdings’, published in Sarvekshana, Vol. No. 314,
January-April 1982 and NSSO’s 37th Round (January-
December 1982) published in Report on Land Holdings,
Govemnment of India, Ministry of Planning, Department of
Statistics, March 1987. For detailed working of this criteria
see the Authors’ book, 1989 mentioned at note number 7.

15. This criterion - percentage distribution of area owned
by households of small and marginal farmers and agricultural
labourers by income groups - was derived on the same basis
as mentioned in note number 14.

16. This criterion - percentage distribution of net area
imigated (flow and lift combined) by income groups - is
derived on the basis of net area irrigated by size class of
holdings estimated by NSSO, Government of India, through
its 31st Round Survey. It may be noted that holdings of less
than 0.5 hectares were considered as low income group,
holdings of 0.5 to 4.00 hectares were considered as middle
income and holdings of 4.0010 10.00 and above hectares were
considered as high income group. For further explanation see
the Authors’ book mentioned in note number 7.

17.In all, five criteria were evolved; (i) percentage distri-
bution of cattle and buffaloes (owned by households) by
income groups; (ii) percentage distribution of poultry (owned
byhouseholds) by income groups; (iii) percentage distribution
of sheep and goats (owned by households) by income groups;
(iv) percentage distribution of pigs (owned by households) by
income groups; and (v) percentage distribution of ‘livestock’
(owned by households) by income groups based on the
estimates made by NSSO through its 26th Round Survey on
livestock. For more details see the Authors’ book mentioned
in note number 7.

18. This criterion refers to percentage distribution of
‘livestock’ by income groups mentioned in note number 17.

19. This criterion - percentage distribution of consumption
of milk and milk products by income groups - was derived on
the basis of monthly per capita consumer expenditure by
different expenditure groups revealed through NSSO 32nd
Round (Juiy 1977 - June 1978) published in Sarvekshana,
January 1986 and 38th Round (January - December 1983)
published in Sarvekshana, April 1986. The pattern of con-
sumption of dairy products is closely related to the patiern of
consumption of milk in the size groups of different income
groups.

20. This criterion - percentage distribution of consumption
of ‘pan, tobacco and intoxicants’ by income groups - was
derived on the basis of monthly per capita consumer expen-
diture by different expenditure groups revealed through NSSO
32nd Round (July 1977 - June 1978) published in
Sarvekshana, January 1986 and 38th Round (January -
December 1983) published in Sarvekshana, April 1986. The
agsumption is that the consumption of products coming from
distilleries is closely related to the pattern of consumption of
fuel and light by size groups of income classes.

21. This criterion was applied onthe same basis as metioned
in note number 16.

22. This criterion - percentage distribution of population by
income groups - was applied on the same basis as mentioned
in note number 9.

23. This criterion was applied on the same basis as men-
tioned in note number 16.

24. This criterion - percentage distribution of consumption
of fuel and light by income groups - was based on the same
source mentioned in note number 16 and was applied on the
same basis mentioned in note number 16. The assumption is
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_ that the distribution of power todomestic purposes was closely
related to the distribution of consumption of fuel and light by
size groups of income classes.

25, This criterion was applied on the same basis as men-
tioned in note number 8.

"26. The statements made by the Finance Ministers of
Andhra Pradesh may be remembered here. The following are
some of them:

"I would like to say that our consistent aim has been to
accelerate the development of the economy of the State and
reduce regional disparities and create a just social and eco-
nomic order.” (Budget speech, Finance Minister, 15th- Feb-
ruary 1975, page 33).

"Imay assure the House that we shallmake every endeavour

“1oseethat the various schemes, for which resources have been
provided in a much larger measure than before are implem-
ented efficiently and expeditiously. Itis only thenthat we can
hope to achieve our goal of growth withsocial justice in which
task,] am sure we shall have the support of all sections of this
House.” (Budget speech, Finance Minister, 17th June 1977,
page 26).

" An attempt had been made to orient the plan to give the
necessary fillip to schemes intended for the welfare of the
weaker sections, to tackle the problem of unemployment and
toprovide basic amenities totheunderprivileged people living
in rural and urban areas.” (Budget speech, Finance Minister,
14th August 1978).

"For decades our State has been investing a major chank of
its resources on power and irrigation sectors without com-
mensurate returns. Economies basically being a judicioususe
of the resources which have altemative use, the result of such
a trend of investment has been the neglect of the vulnerable
and weaker sections of society. Webelieve thattime has come
torectify thisneglect.” (Budget speech, Finance Minister, 9th
March 1983, pages 3-4).

"I had an occasion to place before you, in detail, the policy
and philosophy of this govemment in my last budget speech.
Thad called it a development with a difference, not a soul less
development, with a distinct purpose, viz., the welfare of the
poor.” (Budget speech, Finance Minister, 21st February 1986,
page 3).

"To my govemment, poverty alleviation is both a sacred
constitutional responsibility and a moral imperative. It is the
conviction of my government that the planning process should
fully reflect this objective.” (Address by Govemor of Andhra
Pradesh, 19th February 1986, page 4).
~ 27. It may be recalled in this connection the observations
of some experts on the political economy of development
planning in India: Kurien, C.T., 1978, p 111, pointed out that
"whatevermay have been the intentions with which the public
sector has been established and strengthened, it has served
very little of a “social’ purpose, if this is meant at least the
economic welfare of the majority of the people of the country.
Ontheother hand, it has conferred special advantagetoa select
number of individuals and groups, increased product for their
sake and enabled them to augment their hold over resources
and thus o exercise greater economic power over others. It
must be pointed out 100 that this is neither an accidental nor
anunexpected consequence. Given the structure and working
of the system, it is an inevitable consequence, however strong
the claims may be to the contrary”. Bardhan, P., 1984, p 8,
observed that "when it comes o reduction of economic
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kinequa]iu'es. the standard explanation of unsatisfactory per-

formance often runs in terms of the political clout that the rich
have in resisting encroachments on their vested interests. But
rapid economic growth should be consistent with the objective
of self-aggrandizement of most sections of the Indian rich
today. Yet what prevents them from managing its collective
achievement? Liberal economists point the accusing finger
at the stifling bureaucratic regulations and the economic
inefficiencies they spawn. Radical economists emphasize the
inherent weaknesses of dependent capitalism in the “peri-
phery” of a global accumulation process, and the limitations
on the size of domestic effective demand for industrial goods
that mass poverty entails". Chakravany, S., 1987, p 84,
observed that "radical economists of varying pursuasion see
in Indian Planning an attempt by the ruling elite to deprive the
masses of the surplus product they have themselves gener-
ated".
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TABLE 1. BUDGETARY EXPENDITURE OF GOVERNMENT OF ANDHRA PRADESH

(Re.lakh)
1975-76 1984-85
Expendi- Expendi-  Total Per Expendi- Expendi- Total . Per cent
wreon tureon Expendi- centof tureon tureon  Expendi- of Total
revenue  capital ture total revenue capital ture
acoount  account account  account
1 (2) 3) 4) (5) (6) () @®)
1. General Services 14954.42 7021 15024.63 2232  56392.66 80637  57199.03  20.26
. a) Organs of State 701.73 - 70173 1.04 3529.98 - 3 529.98 1.25
b) Fiscal Services (Col- 142298 - 142298 211 415435 - 4154.35 1.47
‘lection of taxes)
c)Interest paymentsand ~ 5173.02 - 5173.02 768  15383.67 - 15383.67 5.45
servicing of debt
d) Administrative Ser- 6060.11 - 6060.11 900 21216.62 - 21216.62 1.52
vices
¢) Pensions and miscella-  1596.58 - 1596.58 237 12108.04 - 12108.04 4.29
neous general services
f) Public Works 7035 70.35 010 - 80637 806.37 0.28
g) Stationery & printing - ()o14 (-0.14 0.002 - - -
and other admn. ser-
vices
H. Social & Community Ser- 20859.75 96544 21825.19 3242 116738.82 122995 117968.77 41.7
vices
a) Education, Art and 12194.32 5236 12246.68 18.19  49175.18  150.61 49325.79  17.47
Culture *
b) Medical ** 2343.00 8284 244584 3.63 817269 217.60 8390.29 291
c) Family Welfare 626.89 - 626.89 0.93 3381.17 - 3381.17 1.20
d) Public Health, Sanita- 153097 368.40 189937 282 9467.73 .14 9538.87 338
tion and Water Supply
e) Housing 107.55 78.06 185.61 027 322.08 50.25 372.33 0.13
f) Urban Development 199.04 - 199.04 029 2161.14 - 2161.14 075
g) Social Security 266773  361.22 3028.95 4.50 3669.56 56.60  36750.16  13.02
h) Relief on account of 431.00 - 431.00 0.64 4928.89 - 4928.89 1.75
natural calamities
i) Others 759.25 22.56 781.81 1.16 2436.37 683.75 3130.12 110
0. Economic Services 13501.74 15785.17 2928691 4350  69315.17 33962.37 103277.54 3658
a) Co-operation 507.35 544.19 1051.54 1.56 4652.02 3877.22 8529.24 3.02
b) Others 307.80 - 307.80 0.46 870.41 - 870.41 031
c) Agriculture and Allied  5761.54 619041 1195195 17.75  36395.45 3025.10  39420.55 1396
Services @
d) Industry and Minerals 620.14  990.63 161077 239 704.33  2800.54 4504.87 1.60
e) Water and Power 4572.76  6967.67 1154043 17.14 18853.62 21665.63  40519.25 1435
Development
f) Transpont and Commu-  1732.15 1084.01 281616  4.18 6839.34 2573.25 4412.59 333
nications
g) Others - 8.26 826 0.01 - 20.63 20.63 0.01
IV. Grants-in-aid/ 1188.49 - 118849 1.76 3835.01 - 3835.01 136
Contributions
GRAND TOTAL 50504.40 16820.82 6732522 100.00 246281.65 35998.69 282280.34 100.00

Notes: * Includes expenditures or Medical education and Agricultural education which were originally shown undersub-heads
of Medical and Agriculture and Allied services respectively.
** Excludes expenditure on medical education as the same is included under the item, education, art and culture.

@ Excludes expenditure on agricultural education as the same is included under the item, education, art and culture.
Sources: 1. Govemment of Andhra Pradesh, Andhra Pradesh Budget in Brief 1978-79.
2. Govemment of Andhra Pradesh, Andhra Pradesh Budge! in Brief, 1986.87.
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TABLE 2. CRITERIA FOR DISTRIBUTION OF EXPENDITURE BENEFITS IN THE STUDY OF MUSGRAVE ET. AL.

Expenditure Benefits assumed to fall on
1. Allocable expenditures
(i) Education, higher Families of students enrolled
(ii) Education, elementary and secondary Families of stadents enrolled
(i) Highways -(A)
(a) Business portion (1/3) Consumers in general
(b) Houschold portion (2/3) Households with auto-operation expenses
(iv) Health and hospitals:
(a) Public health All families and unrelated individuals equally
(b) Hospitals Patients in funded hospitals
(v) Agricultural expenditures Farm proprietors
(vi) Public assistance Public assistance recipients
(vil) Social insurance and retirement Recipients of social insurance and retirement payments
(viii) Unemployment insurance benefits Recipients of unemployment compensation
(ix) Veteran disability and pension Recipients of veteran’s disability and pension
(x) Interests - (B)
(a) Portion paid 10 individual Households eaming interest income
(b) Portion paid to institutions Holders of equity in recipient jnstitutions

2. Other Expenditures/General Expenditure

(xi) Assumption --a Families in proportion to total income
(xii) Assumption --b Families in proportion to taxes paid
(xiii) Assumption --¢ All persons equally

Musgrave, R.A., Case, K.E., and Leonard, I (1974). "The Distribution of Fiscal Burdens and Benefits”, Public Fanance
Quarterly, Vol.2, No.3, July, p. 283,

(A) Two-third allocated to households on the basis of estimated gasoline consumption by private passenger cars as percentage
of total consumption (including e.g., trucks, buses, taxicabs).

(B) Includes interest paid to individuals and governments.

TABLE 3. CRITERIA FOR DISTRIBUTION OF EXPENDITURE: BENEFITS IN THE STUDY OF GILLESPIE, LW.

1. Specific Expenditure : . Base
1. Highways Various
2. Education relevant
3. Social security assumptions
4. Veterans

5. Agriculwre
6. Public health
7. Public housing
8. Miscellaneous
1. General Expenditure

1. In proportion 1o farnily’s income Various
2. In proportion to broad income relevant
3. In proportion to capital income assumptions

4. In proportion to disposable income.

Gillespie, 1.W., Effect of Public Expenditure on the Distribution of Income, Essays on Fiscal Federation, ed. Musgrave,R.A.,
Studies of Govemnment Finance, the Brookings Institution, Washington.

TABLE 4. CRITERIA FOR DISTRIBUTION OF EXPENDITURE BENEFITS IN THE STUDY OF REYNOLDS, MORGAN AND SMOLEN-

sKY, EUGENE

Category Distributor by income class
1. General expenditure 1/2 Households, 1/2 income
2. Cash transfers . Respective distributors for cash transfers
3. Interest Interest income
4. Agniculture Farm income
5. Elementary and secondary education Children under 18
6. Higher education Expenditure on higher education
7. Highways Automobiles owned
8. Labour . Wages and salaries

Reynolds, Morgan and Smolensky, Eugene (1977), Public Expenditures, Taxes and the Distribution of Income: The United
States, 1950, 1961, 1970, New York: Academic Press.
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TABLE 5. CRITERIA FOR DISTRIBUTION OF EXPENDITURE BENEFITS IN THE STUDY OF MANN ARTHUR J.

Functional Expenditure Category Benefits Received by
1. Education 25 per cent by all society. Remaining 75 per cent to families of
students: pre-university students and university students
2. Health All society, hospital and clinic patients, children in school lunch

3. Social welfare
4. Agricalure

5. Labour relations
6. Transportation

7. Communication
8. Housing
9. Public debt
10. Social insurance:
(i) OASDHI
(ii) Pensions
(iii) Unemployment
(iv) Disability
11. "General"
(i) Expenditures:
(a) assumption - 1
(b) assumption - 2
(c) assumption - 3

program, husiness firms, family residences

Social welfare recipients

Farm families, farm family income

Wage and salary camers

Property owners, family highway users (autos), consumers of trans-

- poried goods, air and marine passengers, public bus passengers

Telegraph and telephone users
Residents of housing projects
Bond holders

Direct recipients
Direct recipients
Direct recipients
Direct recipients

Families in proportion to broad income
Families in proportion to numbers )
Families in proportion to disposable money income

Mann, Arthur J. (1976), "The Fiscal System and Income Distribution: The Case of Puerto Rico", Public Finance, VollV,

No.3, July,pp. 339-66, Table 5.

TABLE 6. CRITERIA FOR ALLOCATION OF EXPENDITURE BENEFITS IN THE STUDY OF TAX FOUNDATION, INCORPORATED

Expenditure

Basis of Allocation

General Benefit Expenditure
1. National defence & intemational affairs
2. Other general benefits expenditures-

a. General government
b. Postal service
c. Civilian safety (police, fire, etc.)
d. Transportation (excluding highways)
e. Commerce and finance
f. Health and sanitation
g. Other and miscellaneous
h. Natural resources
i. Public utilities
Specific Benefit Expenditure

1. Education -
a. Elementary and secondary
b. Higher education
2. Public assistance relief and other welfare

3. Labour and manpower
4. Veteran’s benefits and services
5. Highways

6. Agricultre
7. Net interest

8. General revenue sharing and other general fiscal assis-

tance (Federal)

9. Social insurance benefits

Alternative Methods:
(i) Number of families and unrelated individuals

(ii) Half family money income before taxes, and half number
of families and unrelated individuals (standard assumptions)

Number of children under 18
Higher education expenditures of families
Income from public social assistance

‘Wages and salaries

Veterans’ benefits

Half auto operation expenditures and half total current con-
sumption

Famm money income before taxes

Interest income ‘

Distribution of benefits of state and local expenditures,
excluding social insurance .

Public unemployment and social security benefits

Tax Foundation, Governmeni Finance Brief
1972-73 and 1977, Connecticut Avenue, N.W

0. 31, Allocating Tax Burdens and Government Benefits by Income Class,
. Washington, D.C. 20009, 1981,
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TABLES. CRITERIA FOR DISTRIBUTION OF EXPENDITURE BENEFITS

Category of Expenditure

Criteria for Distribution

A. GENERAL EXPENDITURES
I Social & Community Services
1. Education:
a. Special education (Promotion of Urdu, Sanskrit &
Adult education)
b. Sports and youth welfare

¢. General expenditure (Grants to research institu-
tions)
d. Art and culture

2. Medical:
a. Allopathy

b. Ayurvedic
¢. Homeopathy
d. Unani
e. Other systems
f. Tribal areas sub-plan (Health programme for
tribal areas)
3. Family Welfare:

4. Public Health, Sanitation and Water Supply:

5. Housing:
a. General

b. Govemment residential buaildings
6. Urban Development:

7. Social Security & Welfare:
a. Women & child welfare
b. Relief & rehabilitation
¢. Social welfare (education & welfare of handi-

capped, etc.)
d. Onher social security and welfare pro-
grammes
8. Relief on Account of Natural Calamities:
9. Others:

a. Secretariat
b. Information and publicity
c. Labour & employment

d. Other social and community services

1. Economic Services
1. Co-operation:

2. Agricultural and Allied Services:

a. Food

b. Fisheries

c. Community development
d. Forests

Percentage distribution of population by income groups

Percentage distribution of monthly per capita consumer
expenditure by income groups
Percentage distribution of population by income groups

Percentage distribution of monthly per capita consumer
expenditure by income groups :

Percentage distribution of monthly per capita consumer
expenditure by income groups

Percentage distribution of population by income groups

Percentage distribution of monthly per capita consumer
expenditure by income groups

Percertage distribution of monthly per capita consumer
expenditure by income groups

Percentage distribution of population by income gronps
Percentage distribution of monthly per capita consumer
expenditure (urban areas only) by income groups

Percentage distribution of population by income groups

Percentage distribution of monthly per capita consumer
expenditure by income groups

Percentage distribution of monthly per capita consumer
expenditure by income groups

Percentage distribution of population by income groups

(Contd.)
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TABLE 8. (Contd.)

Category of Expenditure

Criteria for Distribution

3. Industry and Minerals:

a. General expenditure

b. Mines & metallurgical industries
c¢. Consumer industries

d. Village & small industries

e. Mines & minerals
f. Industrial research and development
g. Machinery & engincering industries

h. Petroleum, chemical & fertilizer industries
1. Industrial & financial institutions
j. Government ceramic factory

4. Water & Power Development:
a. Multi-purpose river projects (25%)
b. Power projects -

i. Industrial
ii. Others

5. Transport & Communications:

a. Navigation

b. Roads & bridges

c.Ports, lighthouses and shipping
d. Civil aviation

e. Tourism

6. Grants-in-aid Contributions:
7. Onhers:

a. Drainage

b. Secretariat & economic

c¢. Scientific services and research

d. Other general and economic services

e. Foreign trade and export promotion

B. SPECIFIC EXPENDITURES
1. Social & Community Services
1. Education:
a. Primary education
b. Secondary education
c. Pre-university education (Intermediate)
d. University & other higher education
e. Technical education

{. Medical education

g. Agricultural education

| |

| |

Percentage distribution of monthly per capita consumer
expenditure by income groups

Percentage distribution of population by income groups

Percentage distribution of monthly per capita consumer
expenditure by income groups

Percentage distribution of population by income groups

Percentage distribution of monthly per capita consumer
expenditure by income groups

Percentage distribution of monthly per capita consumer
expenditure by income groups

Percentage distribution of population by income groups

Percentage distribution of population by income groups

Percentage distribution of monthly per capita consumer
expenditure by income groups

Percentage distribution of students enrolled in primary
education by income groups

Percentage distribution of students enrolled in secondary
education by income groups

Percentage distribution of students enrolled in pre-
university education by income groups

Percentage distribution of students enrolled in university
education by income groups

Percentage distribution of students enrolled in B.E. by
income groups

Percentage distribution of students enrolled in Medical
College by income groups

Percentage distribution of students enrolled in agricul-
tural education by income groups :

(Comd.)
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TABLE 8. (Contld.)

Category of Expenditure

Criteria for Distribution

2. Social Security and Welfare:
a. Civil supplies

b. Welfare of Scheduled Castes
¢. Welfare of Scheduled Tribes
d. Welfare of other classes
1. Economic Services
1. Agriculwral & Allied Services:

a. Agriculture (other than scheme for small farmers

and agriculture labourers)

b. Scheme for small and marginal farmers and agri-

culture labourers
c. Social and water conservation

d. Minor irrigation

e. Animal husbandry -
i. Cattle development

ii. Poultry development
iii. Sheep & wool development
iv. Piggery development
v. Other general expenditure
f. Dairy development

2. Industry & Minerals:
a. Government distilleries

3. Water & Power Development:
a. Multi-purpose river projects (75%)

b. Irrigation

c. Power projects -
i. Agricultare

ii. Domestic

Percentage distribution of households availing public
distribution facilities

Percentage distribution of Scheduled Castes households
Percentage distribution of Scheduled Tribes households
Percentage distribution of Backward Class households

Percentage distribution of area owned (by houscholds)
by income groups

Percentage distribution of area owned (by smali and
marginal farm households) by income groups
Percentage distribution of area owned (by households)
by income groups

Percentage distribution of net area irrigated (flow and
lift combined) by income groups

Percentage distribution of "Cattle and Buffaloes”
(owned by households) by income groups

Percentage distribution of "Poultry” (owned by house-
holds) by income groups

Percentage distribution of "Sheep & Goats” (owned by
households) by income groups

Percentage distribution of "Pigs" (owned by households)
by income groups

Percentage distribution of "Livestock” (owned by house-
holds) by income groups

Percentage distribution of consumption of "Milk and
Milk Products” by income groups

Percentage distribution of consumption of "Pan,
Tobacco & Intoxicants” by income groups

Percentage distribution of "Net Area Irrigated” by
income groups
Percentage distribution of "Net Area Irrigated” by
income groups

Percentage distribution of "Net Area Irrigated” (lift
only) by income groups

Percentage distribution of consumption of "Fuel &
Light” by income groups

TABLE 9. Per HOUSEHOLD ALLOCABLE EXPENDITURE BENEFIT AND BENEFITS DISTANCE AS BETWEEN Low, MIDDLE AND

HiGH INCOME GROUPS

Income Group Per household allocable expenditure Benefits (Rs.)

1975-76 1984-85
Low 37810 279355
M.Jddle 802.35 4189.69
High 7593.57 3541033

Benefit Distance

Low 1.0 1.0
Middle 2.1 1.5
High 20.0 12.6
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TABLE 10. PER HOUSEHOLD EXPENDITURE BENEAT
in Rs.
1975-76 1984-85
Low Middle High Low Middle High
EDUCATION
A. General Expenditure 2.61 2.58 29.20 11.66 9.88 51.03
1. Special education 0.78 0.55 0.35 5.41 3.83 245
2. Sports and youth welfare 0.18 0.87 28.11 1.01 234 46.21
3. Ant and culture 1.65 1.16 0.74 5.24 3N 237
B. Specific Expenditure 131.44 93.58 301.72 688.62 24621 583.28
1. Primary education 66.17 36.05 45.84 36297 101.59 96.45
2. Secondary education 33.90 36.84 11271 155.82 86.95 198.66
3. Pre-University education 543 5.39 11.66 36.29 18.48 37.57
4. University and other 17.24 8.71 64.04 95.86 24.88 137.85
major education
5. Technical education 337 3.30 19.65 12.78 6.43 28.56
6. Medical education 2.03 1.62 34.85 9.40 3.86 61.90
7. Agricultural education 3.30 1.67 12.37 15.50 4.02 22.29
Total (A + B) 134.05 96.16 330.92 700.28 256.09 63431
_ Benefit Distance
A. General Education 1.0 0.99 11.18 1.0 0.85 4.38
1. Special education 1.0 0.70 0.45 1.0 071 0.45
2. Sports & Youth welfare 1.0 4.83 156.17 1.0 232 45.75
3. An & culure 1.0 0.70 0.45 1.0 0.71 0.45
B. Specific Expenditure 1.0 071 229 1.0 036 0.85
1. Primary education 10 0.54 0.69 1.0 028 0.26
2. Secondary education 1.0 1.09 332 1.0 0.56 1.27
3. Pre-University education 1.0 0.99 2.14 1.0 0.51 1.03
4. University and other 1.0 0.50 3.71 1.0 0.26 1.44
major education

5. Technical education 1.0 0.98 5.83 1.0 0.50 223
" 6. Medical education 1.0 0.80 17.17 1.0 041 6.58
7. Agricultural education 1.0 0.51 375 1.0 026 144
Total (A + B) 1.0 0.72 2.47 1.0 036 0.90

TABLE 11. PER HOUSEHOLD EXPENDITURE BENEFITS AND BENEFIT DISTANCE OF EDUCATION, MEDICINE AND HOUSING

AMONG DIFFERENT INCOME GROUPS

(Rs)

Income Per Household Expenditure Benefits

Group Education Medicine Housing

1975-76 1984-85 1975-76 1984-85 1975-76 1984-85
Low 134.05 760.28 453 20.42 1.39 3.66
Middle 96.16 256.09 15.10 39.97 1.38 2.80
High 330.92 634.31 451.67 726.17 15.80 724
Benefit Distance

Low 1.0 1.0 1.0 1.0 1.0 1.0
Middle 0.7 0.4 33 1.9 1.0 0.7
High 25 0.9 99.0 35.5 11.3 1.9
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. TABLE 12. BENEFIT INCIDENCE OF URBAN DEVELOPMENT EXPENDITURE (R )
s
Income Per household expenditure benefit
Group 1975-76 1984-85
Low 0.25 2495
Middle 121 38.57
High 39.23 598.48
Benefit Distance
Low 1.0 1.0
Middle 4.84 1.55
High 156.92 2399

TABLE 13. PER HOUSEHOLD EXPENDITURE BENEFITS AND BENEFIT DISTANCE OF AGRICULTURE AND ALLIED SERVICES

AMONG DIFFERENT INCOME GROUPS

Income Per Household Expenditure Benefits
Group Agriculture and allied services . Agriculture (other than scheme Scheme for small and mar-
. for small farmers and agricul- ginal fanmers and agricultural
tural labourers) labourers

1975-76 1984-85 1975-76 1984-85 1975-76 1984-85
Low 51.65 303.49 14.45 12.46 3.85 35.51
Middle 299.73 966.12 200.34 24022 24.42 159.16
High 1871.93 1642.88 125491 1540.82 0.00 0.00

Benefit Distance

bo_w 1.0 1.0 1.0 1.0 1.0 10
Middle 58 31 13.8 19.2 63 44
High 36.2 5.4 86.8 123.6 o0 . 00

TABLE 14. PER HOUSEHOLD EXPENDITURE BENEFITS AND BENEFIT DISTANCE OF INDUSTRY AND MINERALS, WATER AND

POWER DEVELOPMENT AND TRANSPORT AND COMMUNICATIONS AMONG DIFFERENT INCOME GROUPS

Income Per Household Expenditure Benefits (Rs)
Group Industry and Minerals Water and Power Develop- Transport and Communica-
ment tions
1975-76 1984-85 1975-76 1984-85 1975-76 1984-85
qu 6.13 35.24 28.38 110.61 3.90 2353
M-lddle 11.03 24.90 224.08 1348.11 1722 54.713
High 215.23 289.93 344785 23543.22 555.60 1001.22
Benefit Distance
Low 1.0 1.0 1.0 1.0 1.0 1.0
Middle 1.8 0.7 7.9 12.1 48 23
High 1.6 8.2 121.5 212.8 154.3 459
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Income Group 1975-76 1984-85
Low 17.93 79.70
Middle 15.30 48.26
High 56.30 203.50

* Thatis per household expenditure benefits as percentage of total consumer expenditure per household by income groups.

TABLE 16. SHARE OF PUBLIC EXPENDITURE IN STATE DOMESTIC PRODUCT, 1984-85

AJOR STATES) .
™ (Rs crore)
1975-76 1984-85
Total expen- State domes- Total expen- Total expen-  State domes-  Total expen-
diture * tic product  diture as per- diture * tic product  diture as per-
centageof centage of

SDp SDp
Andhra Pradesh 673.26 4218.00 15.96 2822.80 11447.60 24.66
Assam * 20717 1334.76 15.96 972.02 4070.60 23.87
Bihar 503.53 4062.20 12.39 2062.20 10700.90 19.27
Gujarat 443.52 3693.20 12.01 2033.06 10645.00 19.10
Haryana 22648 1616.40 14.01 919.09 4654.10 19.75
Himachal Pradesh 99.83 410.50 24.32 420.74 1016.70 41.38
Jammu & Kashmir 217.61 479.60 45.37 671.73 1357.90 49.91
Kamataka 529.21 3092.40 17.11 2137.29 8790.60 24.31
Kerala 40243 2229.20 18.06 1305.71 5637.20 23.16
Madhya Pradesh 51239 3638.70 14.08 2120.15 9554.80 22.19
Mabharashtra 1125.78 7676.60 14.66 4486.93 21726.30 20.65
Orissa 333.04 1738.60 19.16 1132.63 4317.20 26.26
Punjab 31429 2598.90 12.09 1179.73 7438.50 15.86
Rajasthan 43129 259330 16.63 1523.64 7517.60 20.27
Tamil Nadu 625.89 3727.40 16.79 2375.96 10931.60 21.73
Uttar Pradesh 94022 7005.10 13.42 4045.62 21307.30 18.99
West Bengal 596.96 5395.30 11.10 2249.80 15205.20 14.80
Avenge 486.82 3264.13 17.24 1909.71 9195.24 23.89

Note * Expenditure on Revenue Account and Capital Account combined.

Sources: 1. Reserve Bank of India : Relevant Reserve Bank of India Bulletins.

2. Govemment of India, Ministry of Finance, Indian Economic Statistics, December 1987.



TACKLING ECONOMIC BACKWARDNESS

Anand S. Nadkarni

Recently a government-appointed Committee in Maharashtra (the Dandekar Committee) went
at length into the problem of inter-area disparities in development in the State. The novelty of the
Committee’ s approachunderlying its recommendations may be briefly stated. As the state government
spends on development programmes it creates facilities in various sectors of development of the
districts. Some districts lag behind others in respect of the physical facilities created. The Committee
estimated such physical backlog of the lagging districts. In the Committee’ s view the removal of this
backlog, should constitute the principal charge on the development budget of the State Government.
The problems which such an approach is likely to raise, are examined in this paper.

Introduction

The ultimate focus of any worthwhile devel-
opment programme has to be the individual or
better still, the household. In the case of such
households a development policy should seek not
merely to raise the levels of living of the house-
holdsbutalso to narrow downthe inter-household
differentials in living conditions to a margin
economically justifiable and, hopefully, socially
acceptable. One has, however, to recognise that
making reduction in inter- household imbalance
a direct objective of every development pro-
gramme, may not be feasible. To be sure, some
of the programmes reach the households directly.
We may cite, by way of illustration, the IRDP
programmes which are designed to help the rural
poor or the Employment Guarantee Scheme in
Maharashtra intended to provide gainful
employment to the rural unemployed. Similarly,
the programmes of assistance to backward class
and economically backward class students in the
form of provision of hostel facilities, free supply
df books, exercise books, slates and pencils, and
so on by government, also fall under the same
category.

However, the plan programmes accounting for
bulk of the budgeted expenditure make an impact
on the economic levels of individual household
only indirectly. Most of the plan programmes are
concerned with the creation of physical infras-
tructural facilities, provision of subsidised inputs
to producers, promoting the growth of
development agencies, spreading knowledge and

education in various forms, and so on. In brief,
the planning authority strives to create facilities
and environment conducive to development
Several of the facilities provide social goods
needed in themselves. To the extent the plan
schemes accelerate development and/or provide
social goods, they benefit those who reside in
areas in which the schemes are being ifplem-
ented and in those others reached by the spread
effects of the programmes carried out. Thus
arcawise distribution of these schemes has a
bearing on the inter-household differentials in
levels of living. To narrow down these differen-
tials special measures are required which are

“oriented towards the development of specific

areas,identified as particularly ‘backward’. These
special measures,_ in the words of the National
Committee of the Development of Backward
Areas [referred to hereinafter as the Sivaraman
Committee], "involve directional departures or
changes in the complex of policies, programmes,
technologies and institutional arrangements inthe
various sectors of development [Sivaraman 1981,
p. 35, para4.7].

Regional Imbalance as a Problem

It will be appreciated that regional imbalance is
a nation-wide phenomenon in India. There are
states in the country which are backward and
some others, not so backward, may be even
advanced. Almost all the states and union terri-
tories have within their borders areas--
districts/talukas -which are comparatively more

A.S. Nadkarni is a Professor of the Indian School of Political Economy, Pune.
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backward than others. A district everywhere has
advanced and backward talukas; within a taluka
there are advanced and backward villages.

Imbalance, inter-regional or inter-group, is
almost everywhere a concomitant of the devel-
opmental process. In amore or less stagnant, static
economy the economic distance between
different arcas/groups is relatively much nar-
rower, People get resigned to alife of deprivation
and penury. There are hardly any attractive
models of relative prosperity within the economy
to kindle the imagination of residents. There is,
in that case, no awareness of relative backward-
ness as such. Conditions change as the develop-
mental process gets activated in a big way. The
incidence of development on the different
areas/groups does not move in step. Some forge
ahead of others. People left behind also realise
thateconomic life could improve. Thus the reality
of uneven distribution of the fruits of develop-
ment coupled with the attendant realisation of the
possibility of improvement in economic levels,
accentuates among many a sense of being
wronged. Imbalance emerges not merely as a
physical fact but it also gets embedded in the
psyche of the people who develop a sense of
grievance. Such a condition is bound to set afoot
efforts at redressal. Several of these efforts are
genuine and certainly need to be responded to
adequately. Some others, to be sure, are mis-
leading in the sense that people making these
efforts and clamouring for redressal are not as
much victims of the imbalance scenario as they
find it convenient to believe. The policy-maker is
called upon to separate the genuine cases of
backwardness from the spurious ones.

It is conceivable that an area is backward
" because it has not much potential for develop-
ment. Potential is not static but is dynamic and
often grows with development. There is,
however, a physical limit to this. Potential for
development depends on resource endowment.
This endowment is to be understood not merely
in terms of the natural physical resources poten-
tially available to an area but also adaptability of
these resources foruse for development purposes.
Thus as technology changes, markets spring up
and new economic activities emerge, an arca
which seemed earlier to be devoid of development
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potential, may take its place on the developmental
map of a state/country. If however, there is reason
tobelieve that an area’s potential for development
is likely to be negligible even in the context of
changes in technology and so on, the people of
the area have no alternative but to out-migrate.

Hopefully such areas are not many. Ordinarily
areas identified as backward have some potential
for development. In practice the potential is not
realised owing to one or more adverse factors.
Tribals,for example, living in extreme isolation
come to develop a motivation which may not be
quite conducive to development, particularly
when their link with developed areas is primarily
through unimaginative bureaucrats and exploit-
ative middlemen. Planners ought to pay special
attention to their problems. Several areas tend to
be neglected as the residents of these areas fail,
for whatever reasons, to make their voice heard
by decision-making authorties. Well-thought-out
schemes of development of these areas, as a part
of an overall strategy to help the backward areas,
may bring to an end the neglect they ordinarily
suffer from. In sum,the development of areas
demarcated as backward needs to be stimulated
through special programmes and the planners
oughtto provide amechanism for formulating and
implementing these programmes.

Regional Imbalance : the Study for Maharashtra

Regional imbalance is a theme which has been
extremely sensitive in certain parts of Maha-
rashtra since the formation of the state in 1961.
Maharashtra was formed by bringing together the
Vidarbha districts of the former Madhya Pradesh
state, the Marathwada districts of the erstwhile
princely state of Hyderabad and the Marathi-
speaking districts of the former Bombay state. In
Vidarbha and Marathwada there has been a
widespread feeling that their special needs in
respect of development have not received from
the State Government the attention they deserve.
An alternative point of view supported by the
State Government since 1969 has been that the
whole state was more or less underdeveloped. In
consonance with this view the government
decided to treat the district as the primary unit of
planning. Owing, however, to the recent upsurge
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in the demand that regional imbalance in devel-
opment be corrected expeditiously, the Govern-
ment of Maharashtra appointed in August 1983 a
Fact-finding Committee on Regional Imbalance
.under the chairmanship of Prof.V. M. Dandekar
[to be cited hereinafter as the Dandekar Com-
mittee] "to suggest remedial action to remove the
existing imbalance as determined and long term
measures to prevent recurrence of such imbal-
ance"” [Dandekar 1984, p. 2]. Though the Dan-
dekar Committee focussed atiention on the
problem as it exists in Maharashtra, the elaborate
exercise made by the Committee to arrive at its
conclusions has a wider application. An attempt
is made in this paper to review the Commitiee’s
approach. As an useful backdrop to this review it
may be worthwhile to summarise some of the
issnesraised by the Sivaraman Committee on the
problem of backward areas.

Geographical Unit for Identifying Backwardness

Backwardness is a variegated phenomenon.
There cannot be a set formula for formulating
concrete schemes of help to the backward areas.
The requirements of different areas are different
and as such, plan schemes needed to help them
would also be different. All the same, in order to
be able to help these areas, the planning authority
ought to identify these areas and also outline a
broad strategy for helping the areas identified.

As for identification of backward areas, an
initial question relates to the size of the geo-
graphical unit meaningful to a policy-maker for
framing the necessary policies. When either the
Planning Commission or the Finance Commis-
sion recommends transfer of funds from the
Government of India, evidently the relevant
geographical unit is the state. Thus, for example,
20 per cent of plan funds, distributed among the
states according to the Gadgil Formula, are allo-
cated only among the ‘backward’ states, these
being defined as those with per capita state
domestic product lower than the national average.
Or again, it has been customary for Finance
Commissions since 1965 to recommend distri-
bution among states of a portion of the excise
divisible pool allocable among them, in
accordance with criteria of backwardness
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selected by the Commissions. But what should
interest us in the present context is the intra-state
backwardness. In that case the relevant question
is: What territorial unit within a state is the most
meaningful from the point of view of formulating
policies in order to reduce economic distance
between the different areas? The Sivaraman
Committee, referred to earlier, spelt out the
requirements of a proper territorial unit in this
contextas follows: "...... the unit should be small
enough to ensure a certain homogeneity of con-
dition so thata further differentiation of approach
within the area is not necessary. At the same time
the unit must be large enough to be suitable for
local planning. The special measures identified
for each area would have to be implemented
mainly by official agencies. Hencethe unitchosen
must fit into the framework of development
administration. A further factor that has to be
taken into account is the availability of quanti-
tative data on the indicators chosen for the pur-
poses of identification” [Sivaraman 1981, p. 35,
para4.9] Inbrief, the requirements listed are four
: [i} homogeneity within the area, [ii] viability for
local planning, [iii] suitability for development
administration and [iv] data availability. There
are two geographical units within a state which
compete for consideration as the relevant geo-
graphical unit. These are ; a district and a devel-

‘opment block/taluka.

The development block, being smaller in size,
is more homogeneous than the district. The
viability for local planning depends on the pos-
sibility of preparing an area-plan which does not
have too many loose ends because of the weight
of the ‘externality” factor. It is generally agreed
that like a district, a development block also is
quite a viable unit for planning, possessing an
adequate degree of ‘self-containedness.’ What is
more, even when the block-level development
activity is conceived ‘as apart of a largerresource
development programme cutting across block
boundaries’, the plan for the block has an iden-
tifiable and separable content of its own. "For
example, in a command area covering several
blocks, the utilisation of newly available irriga-
tion facilities for increasing productivity and
employment can be accelerated through the block
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level plan which would take up the complemen-
tary programmes of land shaping, distributory
channels, crop planning, agricultural extension,
supply of inputs and credit" [Dantwala 1978, p.
3, para 2.9}. Even from an administrative point of
view, the development block passes muster. "The
district and the block are both suitable from the
administrative point of view as they are both
recognisedlevels in the hierarchy of development
administration” [Sivaraman 1981, p. 35, para
4.10]. The real difficulty in opting for develop-
ment block as the ‘primary unit for the identifi-
cation of backward areas’,is that the data available
at the block level are relatively scanty. The
position in respect of the district is much better.
Till the availability of block-level data improves
considerably it appears that the district has to be
selected as the relevant territorial unit.

There is one more consideration which has a
bearing on this choice. This has been urged by the
Dandekar Committee. To quote : "The choice
between the district and the block or taluka will
depend on the particular field of development and
the average level it hasreached ......... In general,
with higherlevel of development, one may expect
it to spread more evenly and hence one may take
a smaller unit to examine disparities ........ For
instance, in a number of ficlds such as primary
education, primary health care services, village
roads, drinking water supply, rural electrification,
agricultural and animal husbandry services, and
co-operation, Maharashtra has now reached a
level of devlopment where it is not unreasonable
to expect that it should spread evenly in all
talukas. Hence, in examining disparities in
development in these ficlds,it will be appropriate
to take the taluka as the unit ........ On the other
hand, the development in certain fields has not
proceeded far enough to expect an even distri-
bution as between talukas. Such is the case, for
instance, with secondary and higher education,
technical training, hospitals and major district
roads. In such cases, one may reasonably expect
the development to spread evenly as between
districts and it will be appropriate to take district
as a unit for judging disparities in development”
[Dandekar 1984, pp. 24-25, para 3-5]. It may be
mentioned, however, that in the opinion of the
Dandekar Committee even in sectors in which it

TACKLING ECONOMIC BACKWARDNESS

141

would be worthwhile to focus atiention on
inter-block disparities, it may not be possible to
do so for want of requisite data. The formulation
above seems to imply two things. As the block-
level data on a wide variety of items in respect of
which development is sufficiently widespread are
forthcoming on a regular basis, it would be
necessary to identify talukas or development
blocks which are lagging behind and pay attention
to their needs. There is also the implication that
as development in all sectors reaches a suffi-
ciently high level, a switch-over to development
block as the ‘primary unit’ would become
feasible.

‘Index-based Approach’

Granting that in the general context the district
is to be recognised as the primary territorial unit
for identifying backwardness, we encounter the
further question: How to separate the backward
districts of a state from those not so backward?
The customary approach - which may be
described as the ‘Index-based Approach’ - is to
select a set of separate indicators of develop-
ment/underdevelopment which are then com-
pounded into a single index for identifying the
backward districts. For example, the Chakravarty
Committee on Backward Areas’ lists 14 variables
for identifying backward districts in the whole
country. These include three indicators each on
gross value of output of of crops, use of electricity
and literacy, two each on surfaced roads and
workers (one each for agricultural and industrial
workers), and one on population density. The
indicators were chosen for analysis after ‘exa-
mining the comparable data at present available
at district level.’

A short digression on indicators of backward-
ness may be in point here, As is well-known the
Finance Commissions in India since the Fourth
Finance Commission onwards have used ‘back-
wardness’ as a criterion for recommending allo-
cation among states of a portion of the divisible
pool of excise which was assigned to the states.
Reacting to the indicators employed for the pur-
pose by the Fourth and the Fifth Commissions,
the Sixth Finance Commission made an implicit
distinction between partial and aggregative
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indicators [Sixth Finance Commission, pp.
15-16). A partial indicator seeks to highlight
relative backwardness of a certain sector/aspect
of the economy in question. The indicatorschosen
by the Chakravarty Committee are partial in this
sense. They are presumed to signify develop-
ment/underdevelopment with reference to, for
example, household/ industrial use of electricity,
or availability of infrastructural facility in the
form of surfaced roads, or again, the extent of
literacy among males and among females. An
aggregative or overall indicator, on the other
hand, is intended to bring out the development
'status of the economy as a whole, By way of
illustration we may cite the indicators which the
Finance Commissions since the Sixth Commis-
sion have suggested, viz. (i) distance of per capita
State Domestic Product of a state from that of the
state which has the highest per capita SDP, (ii)
state’s population weighted by the inverse of the
average per capita SDP for a stipulated period
(i.e.Income Adjusted Total Population or IATP),
(iii) the per cent of poor in the state to poor in all
the states and (iv) revenue equalisation factor.

It is easy to sec that the use of aggregative
indicators as rough measures of inter-district
differential in development would encounter
intractable conceptual difficulties as also insu-
perable problemsof availability of the type of data
necded. If, therefore, the index-based approachis
to be used to identify backward districts of a state,
we have to fall back on partial indicators.

Evidently there can be myriad partial indicators
of development/underdevelopment. Selection
from among these to bring out the relative
development status of districts is of crucial
importance. The Chakravarty Committee delin-
cates the considerations to bear in mind for
selectionasfollows: "Only suchindicators should
be chosen which would best express the relative
variations in development among various area
units. Further the indicators chosen should cover
a range of development aspects and should not
seriously overlapamong themselves” [Sivaraman
1981, p. 41]. As stated earlier, the Committee
selected 14 partial indicators to arrive at a com-
posite index.
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The Chakravarty Committee’s exercise was
concerned with identifying backward districts in
the whole country. It found 179 districts as
"constituting the ‘hard core of backward areas’ in
the country.” Interestingly, only one district in
Maharashtra (viz. Bhir (Beed) in the Marathwada
region) figures in this list. Two points of general
interest may be made at this stage, taking
Maharashtra by way of illustration. If z similar
exercise for identification of backwardness is
made for Maharashtra, using the 14 indicators of
the Chakravarty Commiitee, clearly many more
districts will be seen to be backward in the
Maharashtra context. This is because in the
national context backwardness is identified with
reference to the national cut-off point drawn by
compounding the 14 indicators; the relevant
cut-off point for a Maharashtra-level exercise is
that for the state. The latter cut- off point is likely
to be higher than the former since in the case of
several indicators the Maharashtra average is
likely to signify a higher development status on
an average than the national average. Many more
districts in Maharashtra would fall short of the
state cut-off point.

There is one further point. The 14 indicators
found suitable by the Committee for a country-
level analysis need not all be relevant for a state-
level analysis. The fourteen indicators ‘would
best express the relative variations in develop-
mentamong the various area units’ in the country
as a whole. It is likely that those indicators which
satisfy this requirement in the case of a state - say,
Maharashtra - would not necessarily be the same
asthosecited by the Chakravarty Committee. One
feels that in the case of Maharashtra, forexample,
indicators such as ‘the degree of urbanisation’,
“‘percentage of agricultural land under imrigation’,
may have to be included.

A point of criticism generally urged against the
‘Index-based Approach’ is that the selection of
indicators is likely to be greatly circumscribed by
the availability of data. "There is a certain ten-
dency to rely heavily on data from the population
census because they are readily available at any
required level of disaggregation.” [Sivaraman
1981, p. 36, para 4.15]. What is more, many
indicators, based upon such readily available
data, are highly correlated between themselves.
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Their selection for indentifying backwardness
may, therefore, overstate the significance of the
scenario which the bunch of indicators represents.
The criticism is, no doubt, valid. However, this,by
itself, does not render the approach valueless. If
on certain other counts the approach is found to
be useful, then the data constraint primarily
defines the task to be attained in respect of
data-collection in order to enable researchers to
go on improving indicators to be employed for
the purpose of identification.

The Sivaraman Committee Report cites one
more objection. "Generally these indicators
reflect the result of a development process rather
than the causal factors which led to the present
situation” [Sivaraman 1981, p. 36, para 4.16].
Backwardness can be identified by its outward
signs which the Report describes as "the result of
a development process” or by the factors which
seem to cause backwardness. There is a certain
generality about the outward signs which enables
a researcher to locate backwardness on the basis
of certain common criteria. There is here an
identification of backwardness by symptoms
which precedes diagnosis of the malady. On the
other hand, it is argued that causes of back-
wardness are area-specific. Factors which give
rise to backwardness in one area are not the same
as those in another area. In such a case there
cannot be a generalised exercise for locating
backwardness. Pinpointing causal factors is likely
to be useful in a different way. It was pointed out
carlier that in order to help backward areas we
have firstly to identify them and then to outline a
broad strategy for helping them. Evidently
knowledge of causal factors in relation to a given
area may possibly help more in the latter task of
outlining a broad strategy.

As a necessary part of the ‘Index-based
Approach’ there has to be "a procedure for
weighing or aggregating (the indicators) so that
these can be reduced to a single measure”
[Sivaraman 1981, p. 36, para 4.12]. Even if the
indicators are not compounded into a single
measure, weighing in some sense would be nec-
essary if a meaningful use is to be made of the
indicators. For example, if funds for development
schemes are to be allocated among, say, districts
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on the basis of indicators of development/un-
derdevelopment, the policy-maker will have to
decide the percentage of earmarked funds to be
allocated on the basis of each indicator. This also
is an exercise in weighting. Weighting is clearly
a matter of subjective judgement, and therefore
the ‘Index-based Approach’ is, in the view of
many, open to question.

After backwardness is located by weighting
partial indicators appropriately, it is necessary for
apolicy-maker to formulate strategy to overcome
backwardness. This would require further elab-
orate exercise to find out particular types of
backwardness in areas identified as backward, so
as to enable the policy-maker to formulate
development schemes suited to the specific needs
of a given area. It is customary, however, for a
central authority (for example, the state govern-
ment) to allocate earmarked funds on the basis of
selected criteria of backwardness and leave it to
the local authority (say, the district authority) to
determine expenditure priorities as a part of the .
local plan exercise. Thus, for example, using
criteria, most of which signify backwardness in
one form or another, the Government of Maha-
rashtra distributes plan funds among the District
Planning and Development Councils (DPDCs)
and then the DPDCs prepare, as part of the
planning processin the state, plan schemes for the
respective districts to be financed out of these
funds. In this case, the selected indicators with
their weights merely determine the total amount
of funds that are to be placed at the disposal of
each DPDC to finance its plan schemes. A DPDC
is not required to use funds allocated on the basis
of a given indicator of backwardness (say, com-
munication backwardness) to overcome, within
the limits of the funds concerned, the specific
form of backwardness. Consequently, the relative
distance between districts with reference to a
particular criterion of development/underdeve-
lopment, may not be much affected by the
expenditure of funds allocated on the basis of this
criterion. This means that the same pattern of
districtwise allocation in relation to a given cri-
terion, may continue from year to year. In brief,
if the ‘Index-based Approach’ is employed to
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allocate plan funds among DPDCs in the manner
explained, it fails to indicate a strategy to over-
come specific forms of backwardness.

It may be noted in passing that analysis on
somewhat different lines would apply in the case
of some of the indicators used by the Government
of Maharashtra. One such is ‘the proportion of
Scheduled Castes (SC) and Scheduled Tribes
(ST) population in the district’, Even if a DPDC,
getting relatively larger amount of funds by this
criterion, uses these on schemes of benefit to the
SC/ST population, the relative position of the
concerned district with regard to the indicator, is
not likely to change, i.e. the relative percentages
of SC/ST population in the districts would remain
the same. In consequence, the pattern of alloca-
tion by districts on the basis of thiscriterion would
continue to be same. The upshot of the preceding
argument is that such criteria are best omitted
from a list of backwardness indicators used for
allocating plan funds. The disabilities from which
the SC/ST suffer have to be attended to separately
and specifically by the plan authority, so that
eventually, as these disabilities disappear, there
will not be any need to pay separate attention to
these groups.

‘Problem Area Approachk’

The.Sivaraman Committee suggests an alter-
native approach. This "tries to identify areas
which cannot realise their development potential
unless special measures are taken to alleviate
certain crucial constraints” [Sivaraman 1981, p.
38, para4.26). The approach is designated as the
‘Problem Area Approach’. In consultation with
‘the States and the people involved in develop-
ment planning at the Iocal level in a wide variety
ofareas’, the Sivaraman Committee identified six
problem areas to be treated as backward for
purposes of planning. These are: (i) Chronically
drought-prone areas, (ii) Desert areas, (iii) Triba!
areas, (iv)Hill areas, (v) Chronically flood-
affected areas, and (vi) Coastal areas affected by
salinity. The Committee rightly argues: "The
usefulness of the problem area approach lies not
somuch inany higher degree of objectivity in the
manner in which the areas are identified, Its real
usefulness for the purposes of planning liesin the
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fact thatit avoids aggregating very different types
of areas into one generalised category labelled
"backward" [Sivaraman 1981, p. 38, para 4.29].
This means that plan schemes will be devised to
suit the specific needs of a given problem area.
Schemes relevant to, say, a tribal area would not
be the same asthose suitable for, say, coastal areas
affected by salinity. The concomitant advantage
to be expected is that unlike in the Index-based
Approach, as ordinarily put into practice, funds
allocated on the basis of a specific form of
backwardness, will not be available for use for
something other than the removal of that form of
backwardness. Thus, on the one hand, by dis-
pensing with the need for weighting, the ‘Problem
Areas Approach’ reduces the arbitrary elementin
identification of backward areas that we
encounter in the ‘Index-based Approach’,and, on
the other, it emphasises that the strategy for
overcoming backwardness would be different in
different ‘problem areas’. The Sivaraman Com-
mittee, in fact, discusses somewhat elaborately
the separate considerations which will have to be
bome in mind by the planning authority tackling
the problem of backwardness in the six “problem
areas’ identified by them.

However, one feels that there could be back-
wardness outside the six problem areas men-
tioned by the Sivaraman Committee. What the
Committee tried to identify was what they
described as ‘ six types of fundamental back-
wardness’. Each of these probably refers to atype
of backwardness which can be traced to a
syndrome of integrated set of factors clearly
discemnible. But there can be backwardness
which, though not fundamental in this sense,
merits, all the same, urgent attention. The Siva-
raman Committee itself envisages such a possi-
bility while mentioning ‘the prevalence of feudal
clements in production relations’ as one of the
constraints on the fruitfulness of the area-specific
development strategies in backward areas suf-
fering from one or more of the six types of
fundamental backwardness. "In fact, many areas
which are (not) covered by the six typesbut which
nevertheless seem to be backward may well be
areas suffering from feudal hangover" [Sivara-
man1981,p.39,para4.37].Itisdifficult toaccept
that all backward areas not covered by the six
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types suffer from backwardness only because of
the existence of ‘feudal hangover’. For example,
much of the backwardness of, say, the Marath-
wadaregion in Maharashtra willnotbe drawn into
focus under the approach outlined in the
Sivaraman Committee approach.

‘Backlog-Rembval Approach’

Both the ‘Index-based Approach’ and the
‘Problem Arca Approach’ have one thing in
common. They classify districts/blocks as back-
ward and non-backward on the basis of an overall
asscssment. In doing this they lose sight of the
fact that cven the so-called non-backward areas
may be lagging behind in certain respects. Thus
a district/block which may not qualify as back-
ward under the ‘Index-based’ or the ‘Problem
Arca’ approach, may still be doing not as well as
many other districts/blocks (including those that
arc backward in an overall sense) in the state in a
specific sector of development such as, for
example, roads or education or medical aid.
Equity demands that backlog in a sector, in
whichever district/block it is found, should be
removed in order to promote regional balance.

In the national context neither the Finance
Commission nor the Planning Commission
ordinarily takes sucha consideration into account
while recommending allocation of funds among
the states. For example, even Maharashtra, which
has always been treated as a non-backward state
in an overall sense, certainly has backward sectors
of development in which achievement is below
the national average. ButMaharashtraisnot likely
1o get any special accommodation on that account
from either the Finance or the Planning Com-

. mission. The implicit assumption of the Com-
missions in this case is that Maharashtra, being a
relatively advanced state, can raise resources of
its own to take care of a sectoral backlog. Even if
true in the context of a state, the assumption is not
relevant for sectoral backlog in a district. District
authorities within a state do not have much
resources of their own. In Maharashtra, for
example, a Zilla Parishad’s own receipts form
only S per cent of its total receipts. The bulk of
its receipts are in the nature of transfer from the
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State Government, which, again, are rigidly ear-
marked. It is true that the Zilla Parishads are
known to shy away from imposing levies within
their powers and from collecting assiduously
those levied. All the same, their own receipts,
even on the basis of more energetic efforts to levy
and collect, would still constitute a very moderate
proportion of total receipts, in view of the fact that
only minor sources of revenue are assigned to the
Parishads, and that is so for good economic
reasons. If the state government does not devolve
financial resources for removing sectoral backlog
ina districton the ground that it is not ‘backward’
in an overall sense, then the backlog will persist,
perpetuating regional imbalance to that exent.
One could therefore argue that the most effective
way of overcoming backwardness in all its
aspects is to help district authorities to remove
backlog in whichever sector it exists.

This is the point of view adopted by the Fact-
finding Committee on Regional Imbalance (the
Dandekar Committee), referred to above. In its
report submitted in April 1984, the Committee
attempted a ‘sectoral examination of the dispa-
rities’ between the Maharashtra districts in order
to " measure the backlog of the districts lagging
behind in each sector in much greater detail, so
that the disparities are identified in operationally
meaningful terms" [Dandekar 1984, p. 32, para
3.26].

The procedure followed by the Committee for
a ‘sectoral examination of the disparities’
between districts, may now be outlined. Clearly
the overall imbalance between districts was the
composite result of private and governmental
efforts, sector by sector. Since the Committee was
expected to advise on the steps the government
should take to redress the inter-district imbalance,
it was logical for the Committee to consider the
probable impact of only the governmental effort
on development in the districts, as it is only in
respect of these efforts that the government could
take corrective action. ,

It should be noted that the impact of govern-
mental effort could be both direct and indirect. In
certain fields such as road construction,irrigation
and provision of electricity, the bulk of activity
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of providing facilities is undertaken by the gov-
emment itself and the resultant inter-district dif-
ferential can be regarded as the direct impact of
governmental effort. The Committee has
attempted to estimate the backlog of lagging
districts in such sectors in order to compute the
cost of backlog-removal for the government,
showing its districtwise break-up.

In some sectors(e.g. education or health care)
there are government institutions providing ser-
vices butthese are supplemented by private effort,
a portion of which may be aided by the
government through a system of grants. The
impact through the governmental institutions is
direct whereas that through the government-aided
private institutions is indirect. The Commitiee has
taken these two types of impact into account for
estimating backlog of districts. However, it has
left out of account the third category of effort in
the field, viz. unaided private effort. "This will
ensure that, while trying to reduce the disparities
in the provision of these services, voluntary effort
is not discouraged” [Dandekar 1984, p. 33, para
3.29]. If the government takes upon itself the
responsibility of correcting the totality of inter-
district disparities including those in respect of
unaided private effort as well, there would clearly
be some disincentive to private effort. This in
itself is not a desirable result. Besides this major
objection, there is also a minor point to make by

“way of an addendum. For want of data the
Committee has not been able to estimate backlog
in all the sectors or even in relation to all the
schemes in the sectors examined. It has therefore
recommended the extension of backlog-
estimation exercise to more and more sec-
tors/schemes as dataavailability improved. In that
eventuality the government’s commitment to
narrowing the disparities even on account of
unaided private effort would place an inordinately
heavy burden on the government budget.

The indirect impact of the governmental effort
mentioned in the preceding paragraph is with
regard to infrastructural facilities. Additionally
the indirect impact also works through govem-
ment’s role vis-a-vis production sectors such as
industryand agriculture. "Governmental function
(here) is mainly to promote and facilitate the
private productive effort and give it a desired
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direction” [Dandekar 1984, p. 33, para 3.30]. For
example, the Government of Maharashtra has a
Package Scheme of Incentives designed to
encourage dispersal of industry towards unde-
veloped and developing areas of the state. Or
again the Government of Maharashtra assists
private effort at development of ground-water
resources by "providing information, giving
subsidies inclading writing off a part of the loan
in case of failed wells, and regulating location of
wells in so far as these are sunk with borrowed
funds” [Dandekar 1984, p. 324, para 14.24]. The
Committee has analysed in some depth govern-
mental programmes in these arcas as a part of the
analysis of inter-district differentials and has
made its recommendations. _

Itis pertinent to note here thatinthe terminology
employed by the Committee a lagging district was
onewhich had an attainmentina sector lower than
the average for Maharashtra. Backlcg was the
extent of this shortfall in the lagging district. In
each sector the backlog was estimated initially in
physical terms and then the financial expenditure
that was required to be made by the government
to remove the physical backlog was arrived at.
We may illustrate with reference to backlog, say,
in general education, comprising primary, sec-
ondary and university education.

As stated above the Committee limited itself to
estimating backlog in education through institu-
tions run by government itself and through private
institutions aided by government. The
‘backwardness’ of a district in this sphere shows
itself in the form of shortage of schools/colleges,
shortfall in student enrolment and shortage of
teachers. The Committee puttogether districtwise
data per lakh of population on the number of
schools/colleges, student enrolment and teachers
separately atevery level of education, identifying
in the process the districts with figures lower than
the Maharashtra average in each case and also
bringing out the extent of shortfall in the case of
the lagging districts. This was backlog in the
physical sense on the basis of indicators selected.
The object of government policy should be to
remove this backlog, i.e. bring the districts con-
cerned to the level of the average for Maharashtra,
within a stipulated period of time. While
esiimating the backlog-removal expenditure that
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the government is called upon to incur, the
Committee, however, took into account only the
backlog in the number of teachers in the lagging
districts on the ground that it is operationally the
most meaningful’. The specific measure it chose
for the purpose was the ‘prevailing cost per
teacher in each category of education’ which was
not the same as costof teacher ina given category
of education, but the cost of that category per
teacher. Then "the cost of the present backlog in
primary, secondary and college education is
estimated on the basis of the backlog in the
number of teachers multiplied by the per teacher
cost (;f education” [Dandekar 1984, p. 167, para
9.147%

The essential elements in the Dandekar Com-
mittee exercise may now be summarised. In the
first place, backwardness was identified as
‘backlog’ of adistrict in terms of its shortfall with
reference to the average attainment in a sector of
development in Maharashtra as a whole. It will
be noted that even a district identified as non-
backward in an overall sense may have a backlog
in a specific sector. For example, Kolhapur
district in Western Maharashtra which emerges
as non-backward in any exercise on an overall
basis is seen to have backlog in roads, secondary
education, health services, water supply, and land
development and soil conservation. Secondly,
backlog estimated is in sectors or sub-sectors in
which government participates in activities,
either directly or by assisting and encouraging
private effort. Thirdly, itis worth- mentioning that
the backlog was first estimated in terms of
shortfall in physical achievement and only then
financial implications of removing the physical
backlog were worked out. Finally, backlog was
visvalised in terms of indicators relevant to a
sector of development. These were chosen on the
basis of their suitability as also availability of
data. For estimating the actual backlog, measures
that were operationally meaningful for govern-
ment action were selected.

The Committee estimated backlog, district by
district, in the case of 29 sectors/sub-
sectors/schemes/programmes.The 29 categories
selected were those for which adequate data were
available. The Commiittee’s exercise "does not
cover all the sectors”, nor "all the programmes or
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schemes of the sectors™ selected, its choice being
"limited by the availability of relevant data”
[Dandekar 1984, p. 33, para 3.31]. Nevertheless,
itcovers nearly 40 percent of the approved outlay
in the annual plan of 1983-84. In the Commitiee’s
view the exercise should be extended to more
sectors as data become available. Then again,
other and more relevant indicators for assessing
backlog in attainment, may be used, if these
become available [Dandekar 1984, p. 390, para
17.37]. The Committee also suggested that the
district may be replaced by taluka as the basic unit
for doing the exercisc when the necessary infor-
mation is forthcoming.

The Committee pleaded in favour of a contin-
uous exercise on these lines from plan to plan to
quantify backlog with a view to removing itina
phased manner. "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, may fall below
the average. Hence, the process continues”
[Dandekar 1984, p. 35, para 3.37]. What the
Committee envisages"is not a programme for
removing a given backlog but a continuing pro-
cess of reducing disparities in development.” " As
the process continues, hopefully, what will
emerge is an alternative strategy of development,
namely, development by lifting the bottom rather
than pulling up the top” [Dandekar 1984, pp.
390-391, para 17.37].

Evidently what the Dandekar Committee sug-
gests is an elaborate strategy of reducing inter-
district, (and eventually, inter-taluka), disparities
in every sector of development. This does not
require classifying districts into backward and
non-backward in an overall manner. A plea is
made, on the other hand, in favour of attending to
backwardness in the concrete wherever itis found
in a sector of development in a district. It is felt
that this would attack the problem of regional
imbalance at its roots.

A criticism by the Sivaraman Committee of the
Index-based Approach to the effect that this
approach takes into account "the result of a
development process rather than the causal fac-
tors which led to the present situation”, has been
cited above. In this connection it was observed
that indentifying backwardness on the basis of
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causes rather than that of general indicators, may
yield better results since causes, being area-
specific, would highlight different types of
backwardness and also indicate a broad strategy
to be followed to overcome backwardness. The
Dandekar Committee proposals possess merits of
a similar type. Since backwardness is understood
interms of physical backlog of a districtina sector
of development we have both anidentification of
arca-specific backwardness as also an indication
of policy measures needed to remove the backlog.

Backwardness in the "Commercial Sector”

The Committee’s approach towards assistance
to districts considered as ‘backward’ in the
‘commercial sector’ ( ‘broadly comprised of
agriculture and industry’ ) has attracted criticism
from within itself [Dandekar 1984, pp. 469-4791.
The Commitiee has been taken to task for
addressing "itself mainly to the task of reducing
inequalities in the infrastructure rather than in the
commercial sector”. It is remonstrated that only
"aweak and halting strategy is churned out by the
report for reducing the inequalities in the com-
mercial sector which forms the quintessance of
the entire growth process.” Thus no "attempt is
made to assess the extent of inter- district
imbalance or identify the districts below the State
average and measure their backlog in respect of
agriculture and industry”. It appears that,
according to this view, in order o measure
backlog in respect of the commercial sector, "both
private and public productive assetsin agriculture
and industry will have to be considered."

It is difficult to understand the import of this
criticism unless one is arguing in favour of the
direct effort at production by government in
agriculture and industry reinforcing substantially,
if not supplanting altogether, the private effort in
these sectors. It would indeed be rather odd to
make any such plea in respect of the agricultural
scctor. The governmental effort here would
necessarily be of a supporting nature taking the
form mainly of schemes of incentives to culti-
vators, assistance in respect of land development
and soil conservation, provision of extension
services and so on.
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In the industrial sector in Maharashira there are,
to be sure, a few public sector enterprises (PSEs)
of the State Government. The Committee has
provided information [Dandekar 1984, pp.
307-310] on the distribution- regionwise/
districtwise- of these PSEs in the state and has
concluded "that they are generally well distrib-
uted over the four regions and in fact between
several districts” [Dandekar 1984, p. 283, para
13.731. It may, however, be noted that of the 41
PSEs of the State Government for which various
types of data for 1986-87 have been provided in
arecent Government of Maharashtra publication
[SBPSE], only 10 enterprises have been covered
in the information provided by the Committee.
All the same, the Committee found a fairly wide
dispersal of these undertakings as between
regions/districts since each undertaking other
than the regional development corporations has
factories/plants distributed over a number of
regions/districts, the regional development cor-
porations being evidently confined to respective
regions though even these have, within the
respective regions, operations in more than one
district. One may, however, legitimately object
that the Committee was not warranted in arriving
atitsconclusion asregards wide dispersal of State
Government PSEs merely on the basis of infor-
mation relating to 25 per cent of the enterprises
which appear in the Government of Maharashtra
publication cited above.” However, in the context
of the criticism of the Committee’s approach
under review two points may be made. Firstly, as
the Committee rightly points out, the government
"is not entirely free and without constraints to
locate new industrial units anywhere it may want
them to be,” [Dandekar 1984, pp. 283-284, para
13.74] from the point of view of assisting the
backward districts. The basic constraint arises
from the prohibitive cost of building townships
to provide infrastructure and other facilities
needed by industries to be located in backward
areas. Secondly, enterprises in backward areas
ought not to be judged merely from the point of
view of employment opportunities they create in
these areas. Their capacity to generate resources
for further development is also tremendously
important. Their failure to do so would raise
considerably the opportunity cost of providing a
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given amount of employment through them in
backward arcas. It is pertinent to mention in this
connection that of the 41 enterprises covered in
the Government of Maharashtra publication
referred to above, only S enterprises paid out to
the State Government a total dividend of Rs. 0.63
crore in 1986-87. On total investment by the
Government of Rs. 433.22 crore in these 41
enterprises, the dividend received by it comes to
ameasly 0.15 per cent [SBPSE 1988, p. 7, para
20].

" Thus even in the industrial sector the State
Government’s function "is mainly to promote and
facilitate the private productive effott and give it
a desired direction.” The Government of Maha-
rashtra has tried to perform this function broadly
in two ways. In the first place, it has "created two
major institutions for promoting industrial
development in the State, particularly in its
underdeveloped and developing areas” [Dande-
kar 1984, p. 241, para 13.2}. These are the
Maharashtra Industrial Development
Corporation (MIDC) and the State Industrial and
Investment Corporation of Maharashtra (SI-
COM). There is also the Maharastra State Finance
Corporation {MSFC), which finances small and
medium projects. In the second place, the State
Government also operates Package Scheme of
Incentives for the dispersal of industries, the
administration of the scheme being entrusted to
SICOM. Analysing the working of these institu-
tions/schemes the Committee builds up data on
aggregate assistance disbursed districtwise
during 1974-83 through MIDC, SICOM, MSFC
and the Package Scheme of Incentives [Dandekar
1984, p. 263). The data show the districts which
received assistance below the state average via
each of the four routes. Furthermore, the Com-
mittee analyses at some length the industrial
location policy of the Government of
Maharashtra designed to disperse industriesin the
state away from the Bombay Metropolitan
Region, Itconcludes as follows: "To sum up, the
policy to restrict further industrial development
in Bombay Metropolitan Region has been effec-
tive to some extent; but the policy of incentives
has not been much effective to disperse industry
much beyond the reach of Bombay-Pune”
[Dandekar 1984, p. 275, para 13.49].
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The Committee, therefore, makes fairly detailed
recommendations particularly for revising the
Package Scheme of Incentives. Taking a cue from
a view expressed in the report of the Sivaraman
Committee, the Dandekar Committee argues that
the Package Scheme was not adequately effective
as "it does not distinguish between industrially
underdeveloped areas which are ncar Bombay-
Pune and which are not so near” [Dandekar 1984,
p. 277, para 13.57]. The Commitice therefore
recommends the grant of incentives on the basis
of two criteria, viz., (i) industrial backwardness
and (ii) distance from the developed region of
Bombay-Pune. Surprisingly in the criticism of the
Committee’s approach referred to above the
Committee has been faulted for "making distance
from Bombay and not solely industrial back-
wardness the criterion for differential treatment”
[Dandekar 1984, p. 470]. In this context it is
pertinent to note that though the argument in the
criticism under review seems to take up cudgels
on behalf of the backward districts on the ground
that they do not benefit enough from the Com-
mittee’s approach, the basic thrust seems to be to
prop up the case for special treatment to Vidarbha
and Marathwada regarded as backward regions.*
It is interesting to note in this connection that the
Committee’s proposals for the revision of the
Package Scheme is likely to benefit areas in
Marathawada and Vidarbha more than those in
the other two regions, viz. Konkan and Western
Mabharashtra. This needs to be explained.

The Government of Maharashtra Package
Scheme existing prior to the Committee’s rec-
ommendations classified the developing areas
(i.e. those outside the Bombay-Pune region) into
"three groups, B, C and D depending upon the
industrial backwardness of the area, and incen-
tives (were) offered in a graded scale - minimum
amount of incentives being available in Group B
and maximum in Group D" [Dandekar 1984, p.
277, para 13.58]. Group A consisted of Bombay
and Pune Metropolitan Regions, where no
incentives were available. For classification of
areas in Groups B, C and D, taluka was taken as
the unit of classification. Under the Committee’s
recommendations talukas are classified as Groups
A, B, C, and D taking both industrial backward-

- nessand distance from Bombay-Pune region into
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account. The Committee also recommended a
scale of incentives which, in its view, are "suffi-
ciently steeply graded to give the needed advan-
tage to Group D falukas over Group C talukas and
to Group C takulas over Group B talukas"
[Dandekar 1984, p. 281, para 13.66]. Clearly if a
taluka is pushed to a higher group under the
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Committee’s scheme it is eligible for a lower
relative scale of incentives, whereas a taluka
placed in a lower group would benefit from a
higher relative scale. The result of the Commit-
tee’s exercise is presented in the table that fol-
lows:

PACKAGE SCHEME OF INCENTIVES

Districts Total No. of Talukas Number of Talukas pushed to Number of Talukas Placed in
Higher Group under the a Lower Group under the
Committee’s Scheme Committee’s Scheme

N @) ‘ €)) @)

1. Thane 13 5 None

2. Raigad 14 11 None

3. Ratnagiri® 15 7 None

Konkan 42 23 None

4. Nashik 13 7 None

5. Dhule” 10 1 None
6. Jalgaon 13 2 2

- 7. Ahmednagar 13 7 None
8. Pune 14 12 1

9. Satara 11 7 None

10. Sanghi . 8 S None

11. Solapur 11 6 Norne

12. Kolhapur 12 5 None
Western Maharashtra 105 52 3

13. Aurangabad ' 12 2 Norne
14. Parbhani 8 None 3

15. Beed" 7 None None
* 16. Nanded . 8 None 1

17. Osmanabad’ 11 1 None
Marathwada 46 3 4

18. Buldhana™ 5 None None
19. Akola 6 None i
20. Amravati 6 None 1

- 21. Yavatmal® 5 None , None

22. Wardha' 3 None None

23. Nagpur 5 None None

24. Bhandara’ 3 None None
25. Chandrapur 6 None 1
Vidarbha 39 None 3
Maharashtra 232 8 10

* In these districts all the talukas were in Group D under the Package Scheme which existed prior to the Committee’s

recommendations.

Source: Dandekar Committee Report, Chapter XIII, Annexure B.

Itisseen that of the 232 talukas in Maharashtra
78 (34 per cent) were pushed to a higher group
under the Committee’s scheme, i.c. they were put
to greater relative disadvantage in respect of the
package of incentives. What is noteworthy is that
in Konkan 23 of the 42 talukas (i.e. 55 per cent)
and in Western Maharashtra 52 out of 105 talukas

(i.e. nearly 50 per cent) were pushed to a higher
group. By way of contrast, only 3 of the 46
Marathwada talukas (i.e. 7 per cent) and none of
the 39 Vidarbha talukas were so disadvantaged.
If we consider the number of talukas regionwise
which were placed in a lower group (i.e. which
secured greater advantage under the Committee’s
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scheme), we obtain the following picture; Konkan
(none of the 42 talukas); Western Maharashtra (3
out of 105 talukas); Marathwada (4 out of 46
talukas); and Vidarbha (3 out of 39 talukas).
Marathwada and Vidarbha fare a little better than
Konkanand Western Maharashtra in this respect.
One more detail is worth-mentioning viz., the
number of talukas in a region which were clas-
sified in Group D (the most advantaged group)
under the two schemes: the prevailing
Government Scheme and the Committee’s
Scheme. The data are presented in the following
table.

GROUP D TALUK AS (REGIONWISE)

Region Total No. of Group D talu- Group D talu-

Talukas  kas under the kas under the

Prevailing ~ Committee’s

Scheme Scheme
1) @ 3 “)
Konkan 42 24 10
Westemn 105 73 44
Maharashtra

Marathwada 46 40 41
Vidarbha 39 35 38
Maharashira 232 172 133

The number of Group D talukas in Maharashtra
which was 172 under the prevailing scheme was
reduced in the Committee’s Scheme to 133.
Interestingly, the reduction is confined entirely to
the numbers in Konkan and Western Maharash-
tra. In Marathwada and Vidarbha there has been
a small increase in numbers; but then even under
the prevailing schemes the bulk of the talukas in
these districts were classified as Group D talukas.
In view of the foregoing it is difficult to see how
"making distance from Bombay and not solely
industrial backwardness the criterion for differ-
ential treat” in the package scheme of incentives,
harms the interests of backward districts,
particularly those in Marathwada and Vidarbha
regions.

One point, however, may be made in respect of
government’s function of promoting and facili-
tating the private productive effort in the indus-
trial sector. It is seen that, though the data
presented in the Commitiee’s report brings out
the lopsidedness of assistance by MIDC and
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SICOM, the Committee does not make any spe-
cific recommendation for correction of this lop-
sidedness. The Committee probably assumes that
in this matter highlighting the inequity is
sufficient to induce the Government to take cor-
rective steps.

Indicators for Backlog-estimation

Clearly in certain sectors indicators needed for
estimating backlog in districts suggest them-
selves. For example, take the programmes of rural
electrification. An indicator which lcaps to one’s
mind is the percentage of villages in a district that
have been electrified. Following the Dandekar
Committee, one can then describe districts with
apercentage of electrified villages lower than the
average for Maharashtra as the lagging districts,
and the physical backlog would consist of the
number of villages in the lagging districts
requiring rural electrification to be raised to the
state average. Given the cost of electrification of
a village as estimated by the Maharashtra State
Electricity Board, one can work out, as the Dan-
dekar Committee did, the total cost of backlog-
removal in the lagging districts.

Conditions may not be equally favourable in
several other sectors of development. The Com-
mittee’s selection of an indicator for backlog-
estimation in a sector may then be legitimately
criticised on the ground, for example, that the data
on an indicator used by the Committee for esti-
mating backlog pertains to a single year when an
average of figures for a period of years would be
more useful. Thus, for example, the Empower-

‘ment Committee (consisting of Government

officers) appointed by the Government of
Mabharashtra in May 1986 to study in depth the
approach and recommendations of the Dandekar
Committee with a view to preparing proposals for .
consideration of the Cabinet, subjected to crit-
icism the procedure of the Dandekar Committee
for estimating backlog in irrigation according to
which the imigation potential in disiricts was
related to Net Area Sown in 1978-79. In the view
of the Empowerment Commiittee, the 1980-81
figures of Net Area Sown which were then
available showed that if these latter set of figures
were used the picture in respect of districtwise
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backlog would appear different. The Empower-
ment Committee therefore felt that a better pro-
cedure would be to use an average of figures of
Net Area Sown during the preceding three years
[Planning Department 1987, p. 9, para 4.3). Or
again the Empowerment Committee also argued
that the policy of backlog-removal may have to
be tempered by the need to fulfil the Govern-
ment’s commitments in other respects. For
example, given the tribunal award relating to
distribution of water in the Krishna basin, it was
imperative for Maharashtra State to utilise the
allotted water before the close of this century.
This may necessitate giving some priority to
irrigation schemes for the Krishna basin designed
for the purpose [Planning Department 1987, p. 9,
para 4.5]. All this means that there is nothing
sacrosanct about the specific indicators used by
the Dandekar Committee. These were used on the
basis of available data and consensus within the
Committee as regards their suitability. But an
appraisal of these indicators and their replace-
ment, if necessary and possible,by more suitable
indicators, would be a continuous process. The
Committee implied as much when it postulated
the possibility of ‘other and more relevant indi-
cators’ being ‘chosen to assess the backlog’ in
future. [Dandekar 1984, p. 390, para 17.37].
There is, however, one aspect of the choice of
indicators which needs to be touched upon at this
stage. The point involved is best brought out by
citing a criticism by the Empowerment Com-
mittee of the indicator selected by the Dandekar
Comnmittee for estimating backlog in the field of
general education. In fact, the Dandekar Com-
mittee estimated backlog here in terms of number
of schools/colleges, student enrolment and
number of teachers. However, the Committee
used the backlog figures with regard only to
teachers to estimate the cost of backlog removal.
The indicator used by the Committee was the
‘prevailing cost per teacher in each category of
education’, as, in its view, this indicator was
‘operationally the most meaningful’. The
Empowerment Committee, on the other hand,
argued in favour of choosing ‘the prevailing cost
per student enrolled in each category of educa-
tion’. The reason given by the Empowerment
Commiittee for its choice of indicator is that it is
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the Government of Maharashtra’s declared
objective to universalise primary education
[Planning Department 1987, p. 16, para 6.4]. It
then appears that the Empowerment Commitiee
thought it proper to extend the same indicator for
estimating backlog in secondary and university
education as well.

From the tables in the Report of the Dandekar
Committee showing backlog in student enrol-
mentand in the number of teachers at each level
of education, it can be deduced that (i) the total
cost of backlog-removal for a district is likely to
differ depending on which criterion is used and
(ii) the districtwise break-up of the aggregate cost
for Maharashtra would also be different under the
two competing criteria [Dandekar 1984, pp.
160,162,165]. The choice of the criterion is thus
likely to make material difference to the lagging
districts. The question, then, is:; which of the two
criteria is to be preferred.

It will be seen that even when the teacher-
cost-based criterion of the Dandekar Committee
is used, the funds which would become available
toa district could not be spent entirely on teacher
appointments. Clearly grants from Education
Department to institutions in districts (on which
‘cost per teacher’ is based) include scveral items
beside teachers’ emoluments, suchas purchase of
materials by educational institutions, scholarship
to students, rent of buildings and so on. All the
same, a lagging district will have to spend enough
on teacher appointments to remove backlog in
respect of the number of teachers as estimated .
This means that there wonld be some corre-
spondence between the allocation of funds for
backlog-removal and the degree of
backlog-removal effected. This correspondence
would be helpful to the Government in judging
the efficacy of its policy. Unfortunately, the same
cannot be said about the enrolment-based crite-
rion of the Empowerment Committee. The cri-
terion gives us, to be sure, the amount to be
allocated to the different lagging districts. This
amount also will have to be spent on teacher
appointments, purchase of materials and other
items mentioned earlier. But there is no knowing
whether the student enrolment will actually
increase in the lagging districts so as to correct



VOL. 1NO. 1

the estimated backlog. There is no direct corre-
spondence between the backlog- removing
expenditure and the removal of backlog in terms
of student enrolment. This is evidently because
the student enrolment takes place only as a
response of houscholds to the facilities created,
and the Government cannot be certain that
expenditure incurred will necessarily call forth
the right response resulting in an increase in
student enrolment in the required degree. In order
to provide guidelines to Government in its effort
toremove backlog in ameaningful way we ought
to distinguish between criteria related to facili-
ties/services created by Government (such as, for
example, teacher appointment) and those linked
to the effect of Government spending (viz., for
example, student enrolment) [Planning Depart-
ment 1987, p. 65, para 4]. The former set of
criteria are obviously preferable to the latter as
they provide the contours of a meaningful
backlog-removal policy. From this angle the
teacher- based criterion of the Dandekar Com-
mittee scores over the enrolment-based indicator
of the Empowerment Committee.

State Planning : Backlog-removal as Focus

It was noted earlier that the Dandekar Com-
mittee made a plea in favour of a continuous
exercise from plan to plan on the lines of its
approach to’ quantify backlog with a view to
removing it in a phased manner. The Committee
expected that as more and more data became
available the exercise would be extended to more
sectors/sub-sectors/schemes/programmes  ‘to
assess the backlog of districts ..... in an expanded,
improved and more detailed form’ [Dandekar
1984, p. 390, para 17.37]. It is also worth men-
tioning that, as per the Committee’s recom-
mendation, the approved outlay on the schemes
examined by them (constituting around 40 per
cent of the State’s annual plan in 1983-84) was to
be set aside as a pool of resources, 85 per cent of
which was to be used for removing backlog in
specific sectors in identified districts, the
remaining 15 per cent of financial resources being
permitted to be used for (a) completing some of
the on-going works in the non- backlog districts
and (b) meeting, at least partially, the needs of
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natural growth in public services, necessitated,
for example, by increase in population. This
means that as more and more sectors/sub- sec-
tors/schemes/programmes came within the pur-
view of backlog estimation exercise, the process
of backlog-removal would come to pre-empt an
increasing proportion of plan resources.” All this
suggests, that in the view of the Committee,
planning in Maharashtra should be oriented
principally to the removal of backlog of districts.®
In fact, the Committee’s claim seems to be that it
is suggesting an alternative strategy of develop-
ment, namely, "development by lifting the bottom
rather than pulling up the top" [Dandekar 1984,
p- 391, para 17.37]. A question that arises is
whether such a strategy would be conducive to
the realisation of the full growth potential of the
state economy.

It appears that the Committee seeks to take care
of the growth-orientation in plan-making by
desisting from recommending-even envisaging -
either a change in the size of the state plan or any
reallocation of available funds between sectors
because "the requirements of sectoral balance are
equally important and must be determined at the
Central and State Government level” [Dandekar
1984, p. 34, para 3.34]. The size of the plan and
the sectoral distribution of plan funds are evi-
dently related to the growth objective. Given the
size of the plan and sectoral allocation of
resources, the Committee expects that funds for
sectors examined by them would be distributed
among the districts with a view to removing
backlog. Thus the backlog-removal strategy need
not hamper the realisation of the state economy’s
growth potential as perceived by those who make
and implement the plan.

There is one aspect of the matter, however, that
merits attention. The annual plan of Maharashtra
State is made up of schemes classified as (a) state
level and (b) district level schemes. District level
schemes are those which benefit mostly the res-
idents of adistrict and whichare best planned only
at the district level from the point of view of
optimal utilisation of the natural and other
resources of the district. State level schemes, on
the other hand, benefit more than one district and
are planned at the state level. There is also ahybrid
category of, what are described as, ‘state pool
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schemes’, which benefit mostly the residents of
a district but which are planned at the state level
- for special reasons. These schemes are treated as
a sub-category of the district level schemes.’
From the data in the Dandekar Committee Report
on the approved outlay on the annual plan of
Maharashtra for 1983-84 it is seen that nearly 57
per cent of the plan outlay was accounted for by
state level schemes, 13 per cent by district level
schemes within the state pool and 30 per cent by
other district level schemes,i.e. district schemes
proper {Dandekar 1984, p. 380, para 17.16]. One
may possibly argue that backlog in respect of
benefits from public services is, relatively
speaking, a more meaningful concept in the case
of district-level schemes, whether inthe state pool
or not, as benefits from these schemes go iden-
tifiably to respective districts. This, however, is
a one-sided view. Though it is true that state level
schemes have a wider dispersal of benefits, it does
not follow that districtwise backlog cannot be
estimated in the case of these benefits. Thus, for
example, in respect of works relating to irrigation
from surface water resources, which include
major irrigation works making up the state level
schemes, the Dandekar Committee has estimated
physical backlog in terms of irrigation potential
created in each district. This suggests that there
can be methods of capturing the flow of benefits
from state level schemes to specific districts
which would then facilitate estimation of dis-
trictwise backlog. In fact, if it were true that
backlog- estimation was not possible in the case
- of most state level schemes, the backlog-removal
approach could be faulted on the ground of being
a partial approach in that it bypasses the back-
wardness of districts originating in the maldis-
tribution of benefits from state-level schemes. In
fact, of the total approved outlay in the plan of
1983-84 pertaining to all schemes examined by
the Dandekar Committee that on state level
schemes was about 42 per cent .® Thus as more
and more sectors/sub-sectors/schemes/ pro-
grammes come within the ambit of exercise
proposed by the Dandekar Committee,

backlog-removal will inevitably become the

principal thrust of development planning in
Maharashtra within the confines, tobe sure, of the
given sectoral division of plan resources.
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This, however, does not mean that districts
developed in an over-all sense will be starved of
plan funds for an indefinite length of time. For
one thing, as we have noted, the backlog is to be
estimated  separately for  sectors/sub-
sectors/schemes/ programmes. It is not likely that
a district will be above the Maharashtra average
in respect of every sector/sub-sector/scheme/
programme. This comes out clearly in the dis-
trictwise information in the Committee’s Report
on the grand total of cost of backlog in respect of
all schemes reviewed by the Committee [Dan-
dekar 1984, p. 40Q]. All the same, we ought to
envisage the possibility that there would be in a
sector "a certain acceleration of the pace of
development in the districts lagging behind and
to that extent a certain slowing down of thé pace
of development in the districts which are already
ahead" [Dandekar 1984, p. 35, para 3.35]. The
Committee insists that this implication should be
recognised and stated explicitly. Secondly,
backlog estimation is expected to be a continuous
activity. As backlog in a sector is removed, "the
State average also rises and some areas, which
untilnow were above the average, may fall below
the new average" [Dandekar 1984, p. 35, para
3.37]. In that case, these arcas will merit attention
under the backlog-removal programme in the
sector concerned.

Therehas been some comment on the Dandekar
Committee’s recommendation that as large as 85
per cent of the approved allocation to schemes be
used for removing backlog in specific sectors in
identified districts, the remaining 15 per cent of
resources being set aside for completing on-going
works and for meeting, at least partially, the needs
of natural growth in public services. Thus the
Empowerment Committee referred to earlier has
expressed the view that in the field of surface
irrigation, in any case, so large an amount as 85
per cent of approved allocation cannot be ear-
marked for backlcg-removal as the Government
of Maharashtra will require substantial resources
to fulfil expectations in respect of full utilisation,
within a stipulated period, of water inriver basins
awarded to Maharashtra or in respect of projects
aided by international institutions whichlay down
atime-frame for completionof projects [Planning
Department 1987, p. 10, para 4.6]. One does not
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know what types of constraints work in respect
of which sectors and what proportion of resources
would be pre-empted by the need to pay atiention
to such constraints. Then again, the Committee
envisages the need to allocate for completion of
on-going projects only a portion of not more than
15 per centof the approved allocation for a sector.
It has been estimated that in the district planning
set-up in Maharashtra "on an average not more
than 8 to 10 per cent of the (plan) outlay is
available for planning new schemes," [Paranjpe
1987, p. 331], the rest of the outlay being for
continuing schemes and inevitable expansions.
Clearly, if a substantial amount of resources are
to be released for backlog-removal, then the
policy-makers ought to look upon this ‘burden of
the past’ as a challenge. "The ‘inertia’ of the
on-going schemes stems largely from the ‘inertia’
ofthe implementing agencies and their reluctance
to take a hard look at the existing schemes and
propose dropping them whenever indicated.... A
rigorous zero base budgeting should be under-
taken and each scheme should be examined afresh
as if it was not there and is to be introduced for
the first time. ..... In this way, if a scheme-
by-scheme exercise is carried out, many on-going
schemes will give way, yielding valuable funds
for financing new relevant schemes” [Paranjpe
1987, p. 333]. The continuation of the on-going
schemes in the lagging districts that still remain
after this scrutiny (in respect of both state sector
and district sector projects) will necessarily form
a part of the backlog-removal process. Those of
a similar type in the non-backlog districts will
have to be provided for out of the portion of 15
per cent allocation set aside by the Dandekar
Committee for the purpose. It seems to be the
Committee’s view that the allocation recom-
mended by it for continuance of on-going projects
of the latter variety from annual plan to annual
plan should be adequate for the purpose . It states:
"A scrutiny of the on-going works will show that
inmany cases no more than atoken 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 Seventh Plan so that their claim as
on-going works is not pressed in each successive
Annual Plan. On the other hand, in some cases,
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work would have progressed too far for its com-
pletion to be postponed. These may be completed
within the small provision that we can make. The
Government may decide, on some objective
considerations, the districts in which these works
may be taken up in successive Annual Plans”
[Dandekar 1984, p. 383, para 17.22].

Backlog-removal and the Autonomy Aspect

The Committee’s approach raises the question
of the degree of autonomy in decision-making
that is left with district/taluka authorities. The
Committee itself estimated the backlog in phys-
ical terms and the cost of removing it during the
Seventh Plan period. As stated above, it expects
the process of backlog estimation to be continu-
ous. "At the end of the Seventh Plan, the entire
position should be reviewed. The exercise we
have done to examine regional disparities in
different fields and assess the backlog of districts
should bereworked inanexpanded, improved and
more detailed form" [Dandekar 1984, p. 390, para
17.37]. Thus backlog will be calculated from Plan
to Plan at the state level either by a specially -
appointed Experts Committee or by experts in the
Planning Department of the State Government
and financial implications of backlog-removal
worked out to provide the basis for a continuing
policy of narrowing inter-area disparities. It could
then be argued that given the estimated backlog
and the funds earmarked for its removal sector by
sectorin every concerned district as a partof what
appears to be a comprehensive approach to
development planning, there will hardly be any
autonomy left at the local level. The local level
body, for example, will have no authority to divert
funds meant for removal of specific kind of
backlog to some other activity, even if the rep-
resentatives at the lower level regard the alter-
native course of action as preferable to the
removal of backlog in guestion. One may then
wonder whether the district level body dealing
with development activities (such as the District
Planning and Development Council or the Zilla
Parishad) will not be rendered ineffective if the
Dandekar Committee approach to removal of
inter-area disparities is put into action in all
seriousness.
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Apparently, the acceptance of the Dandekar
Committee approach is "inconsistent with the
principle of decentralised planning which implies
freedom of the district planner to plan in his
discretion" [Paranjpe 1987, p. 261, para 8.23]. It
has been argued that this constraint on the district
planner’s freedom can be regarded as "necessary
. if it is seen as a consequence of the failure of
district planning" [Paranjpe 1987, p. 261, para
8.23). "If district planning had been practised
systematically over a number of years, the need
to provide for removal of specific backlogs might
nothavearisen. If the district planner had properly
provided for equitable distribution of social ser-
vices and infrastructure facilities, there would not

have been backlogs to be wiped out later” .

[Paranjpe 1987, p. 262, para 8.23].

This line of reasoning can be faulted ori three
grounds. Even under the best of circumstances
relating to district planning - which, it is com-
monly agreed, do not exist in Maharashtra - the
district planner can be held responsible only for
results in respect of works included in the district
plan. This means that the inter-district imbalance
attributable to the implementation of plan in the
‘state sector’ (as distinct from the ‘local sector’)
has 10 be reckoned with outside the framework of
district planning. The backlog on this account
could not have been corrected even if "the district
planner had properly provided for equitable dis-
tribution of social services and infrastructure
facilities.”. Secondly, it is evident that if a district
lags behind in a certain sector of economic
activity this may be due to insufficient allocation
of funds to the district for plan works in the sector
or to inefficient utilisation of funds allocated or
to both these factors. In the present set-up of
district planning in Maharashtra it is difficult to
apportion the major portion of blame for insuf-
ficient allocation of funds to the district planning
body. As was mentioned above about 30 per cent
of the total entitlement of the district level
schemes (which made up the district Plan) was
accounted for by the ‘state pool’ schemes in
1983-84. These are schemes which benefit pri-
marily the residents of the respective districts but

* inwhose case planning and funding is done at the
state level for special reasons. Any imbalance
generated by faulty allocation of funds for these
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schemes among districts is the result of decisions
taken at the state level. What is more, even in
respect of district level schemes proper there is
hardly any planning in the real sense at the district
level. This is (a) because ‘the kind of planning
mcthodology and the rigorous discipline
expected in the formulation of district plans
would require a degree of expertise which is just
not there at the district level’ [Paranjpe 1987, p.
326, para9.52], (b) due to "the established pattern
of schemes in which Central assistance com-
pletely dominated the thinking of the State and
districtplanners and the effort wasto grab as much
Central assistance as possible by accepting Cen-
tral and Centrally-sponsored schemes” [Paranjpe
1987, p. 327, para 9.53], and (c) because "there
is ..... afundamental dysfunctionality between the
requirements of district planning and the existing
administrative structure” which "is vertically
dominated” [Paranjpe 1987, p. 334, para 9.60].
As for inefficiency in utilisation of funds allo-
cated to respective districts, it is difficult to see
how even the most efficient utilisation of funds
by all districts would take care of inter-district
disparities, given the allocation of funds among
districts.

There is, however, a more basic flaw in the
reasoning under review here. An evident impli-
cation of thisline of argument is that the Dandekar
Committee proposals which became necessary
because of failure of district planning are essen-
tially of a temporary nature which would not be
needed when district planning begins functioning
in the desired manner. Such a presumption runs
counter to several pronouncements of the Com-
mittee describing its approach as a plea in favour
of an altemnative strategy of development which
has to be pursued continuously from Plan to Plan.
In fact, the line of action proposed by the Com-
mitiee has to be continuous since with backlog
districts being brought to the level of the state
average in a sector, the state average will itself
riseand some areas, which previously were above
the average, may come to show a backlog,

All this'leaves open the question of the degree
of autonomy to be permitted to the district/talukas
bodics. Clearly the autonomy in district planning
does not mean that the district planner should be
completely free to decide on district level
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schemes irrespective of sectoral priorities being
laid down at the state and national levels. How-
ever, the local level population will not feel
alicnated from the planning mechanism in the
state if through the close association of a vibrant,
representative Panchayati Raj system with plan-
making in the state, it is able to influence the
thinking in the state on sectoral plan priorities by
projecting forcefully its perception of priorities in
respect of district level schemes. Furthemore,
given the sectoral priorities as determined at the
state-level, the backlog-removal approach does
_not necessarily negate completely the autonomy
of local bodies. These bodies will still have the
authority to select specific projects in a sector, to
determine the location of projects within the
district/block and to supervise effectively over
implementation of the plan schemes. Probably the
committee implies as much when it states that,
given the funds earmarked for backlog-removal,
"the DPDCs should be given greater discretion to
decide in consultation with the concerned
departments, as to how these funds may be spent
so that the backlog may be removed effectively
:;r’;d;;xpeditiously," [Dandekar 1984, p. 390, para
351.

FOOTNOTES

_ L. An extract of the Chakravarty Committee’s Report is
included as Annexure 4.1 (pp.41-45) in the Report of the
Sivaraman Committee. .

2.1t is needless to add that the prevailing cost here means
not the total cost incurred by all educational institutions, aided
and unaided , but only that part of it which was bome by the
aided institutions out of grants from the Education Depart-

~ment, Government of Maharashtra.

3.Infact, there were 55 State Government PSEs in 1986-87,
out of which only 41 were covered in the Government of
Maharashtra publication cited in the text. [SBPSE 1988, pp.
215-216, Annexure]. This means that the PSEs listed in the
Report of the Dandekar Committee accounted only for 18 per
cent of the total PSEs of the Government of Maharashtra on
the assumption that all the 55 PSEs were in operation before
April, 1984, when the Dandekar Committee Report was
submitted. [The Government publication on PSEs (March
}9§8) does not provide information on the dates on which the
individual PSEs were established].

4. The following quotation is suggestive: "More sugar
factories, cotton spinning and weaving mills, oil-crushing and
processing units and numerous ancillaries linked to such
industries must be set up in Vidarbha and Marathwada
districts.” Itis also argued that "region or division ... represents
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a high mobility zone and people from all the constituent
districts of the division can be expected to benefit" from an
industrial project located therein [Dandekar 1984, p. 477].

5. Consider the following quotation from the Committee's
Report: "We may note that the Maharashira State Electricity
Board finances a substantial portion of its rural electrification
and energisation of agricultural pumpsets programme from
resouces outside the Plan, almost as large as the resources
within the Plan. These are naturally not shown .. in the Plan
outlays” [Dandekar 1984, p. 380, para 17.17). The Committee
adds that its recommendations relating to plan resources for
backlog-removal apply equally to such non-plan develop-
mental resources. This suggests that in the Committee’s
scheme of things an increasing proportion of resources for
development - and not just of plan resources - will get
earmarked for removal of disparities in development.

6.1tis indeed revealing that the Committee places emphasis
on "a commitment that not only any additional central assis-
tance that may become available but the entire resources at
the disposal of the State Government will be directed, to
reducing the disparities in development within the State"
[Dandekar 1984, p.34, para 3.33].

7. For distinction between the schemes made here, please
see: PREC 1986, p. 147, paras 9.8 and 9.9; p. 150, para 9.16.
Also Paranjpe 1987, pp. 91-92. (Paranjpe was at one time the
Secretary, Planning Department and later Chief Secretary,
Govemnment of Maharashtra.)

8. Based upon data in Dandekar 1984, p. 380, para 17.16.
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BOOKS
1986

Dhawan, B.D., Economics of Groundwater Irri-
gation in Hard Rock Regions. -Agricole
Publishing Academy, New Delhi, 1986, Pp.
101.

Thisis Dhawan’s second study on groundwater
economics. Whereas the first one focussed on the
problems of tubewell irrigation in the vast Indo-
Gangetic alluvium, this one is about dugwell
irrigation in the hard rock regions with special
reference to Maharashtra State. Both are pub-
lished in the Institute of Economic Growth series
under thetitle ‘Studies in Economic Development
and Planning’.

The book consists of five chapters. The two
main problems of concern in this book are (a) how
to improve the low returns from investment in
dugwell irrigation in water-short hard rock areas
and (b) how to overcome the high uncertainty of
these returns. The solution lies in exploitation of
surface water resources, as the substantial seep-
age from canals and tanks magnificiently
enhances groundwater availability. The validity
of this course of action is demonstrated by the
author for canal-irrigated and non-canal-irrigated
talukas of Ahmednagar district of Western

Maharashtra. It is found that well owners,
benefitting from percolation of canal waters into
their wells, realise four times the rate of return
reported by their counterparts in the non-canal
tracts. In short, the author is advocating a con-
junctive system of irrigation, and supports the
Gokhale Scholars who have been pleading for
development of extensive canal irrigation with
the limited water resources of State of Maha-
rashtra.

Mahajan, V.S., (Editor), Studies in Indian Agri-
culture andRural Development, Deep and Deep
Publications, New Delhi, 1986, Pp. 671.

The volume contains 29 papers from K.N. Raj,
S.S. Johl, K.T. Achaya, C. Gopalan, Ashoka
Mody, Shri Prakash, Sudipto Mundle, Kamta
Prasad, VM. Rao, M.L. Dantwala, VKR.V,
Rao, HK. Manmohan Singh, S.C. Pataik and
others. The areas discussed are - growth of
agriculture, cropwise production and productiv-
ity; comparative study of China and India;
nutrition and food; essential forestry; fertiliser
consumption and problems; rural resource gen-
eration and mobilisation; agricultural credit;
prices; income distribution and poverty; food
security, and public stocks; barriers in rural
development; role of voluntary agencies in rural
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development; women’s participation in agricul-
ture; regional growth of agriculture; institutional
financing of rural development schemes; new
agricultural strategies; intersectoral movement of
rural manpower; planning for poverty alleviation;
problems of agriculture in tribal areas and shifting
cultivation and related issues.

Srivastava, H.C. and Chaturvedi, M.K. Rural
Middlemen: Network of Patronage, Ashish
Publishing House 8/81, Punjabi Bagh, New
Delhi, 1986, Price Rs.100/-

The book is the outcome of an ICSSR funded
empirical study of the phenomenon of middle-
manship prevalent at grassroot level. Rural
middlemen, coming from the background of
landlords, political workers, ex-zamindars, caste
chiefs, and elected village representatives, act as
go-between their rural clients-in-need and state
bureaucratic and financial institutions. Available
as ‘market service’, the middlemanship has
commodified the goods and services that flow
through the process of development in rural
sector.

1987

Mahajan, V.S. (Editor), 1987 StudiesinIndustrial
Economy of India, Deep and Deep Publications,
New Delhi, 1987, Pp. 912 (two volumes).

This book containing 29 papers from J.C.
Sandesara, R.G. Nambiar, Arun Ghosh, Vinay D.
Lall, Ramaswamy R. Iyer, Hiten Bhaya, Rama-
prasad Sengupta, Amiya Kumar Bagchi, S.K.
Goyal, M.R. Bhagavan, R. Nagaraj, Kamta
Prasad, Shri Prakash, Nasir Tyabji, K. Muni-
rathna Naidu, P. Chatiopadyay and others, is
devoted to the study of key areas in India’s
industrial development following the introduc-
tion of planning in the country - their progress,
their difficulties, their present and future, and
effectiveness of the Government policy instru-
ments in their growth.
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Volume 1 includes: Industrial growth; trends
and structure of industrialisation; anatomy of
deceleration in industry; protection of domestic
industry; efficiency and productivity of man-
ufacturing industry; financing private corporate
sector; political economy of slow industrial
growth; public enterprises; Patent Act and tech-
nical development; industrial licensing system.

Volume 2 includes: Capital goods sector; price
and output movement of agro-based industries;
small industry and sub-contracting; rural indus-
trialisation and poverty alleviation programmes;
and regional industrial growth.

Mahajan, V.S., (Editor), 1987 - Emerging Pattern
of North-Eastern Economy, Deep and Deep
Publications, New Delhi, Pp. 288.

This volume contains 19 papers by H.S. Dubey,
Shri Prakash, R.L. Walli, Raj Kumar Sen, P.C.
Barua, B.P.Maithani, S.N. Guha Thakurta, Arun
Kumar Gangopadhya, K.X. Upadhyay, T.
Lawma, H. Nabakishore Singh, A.K.A. Agarwal,
V.S. Mahajan and Thangchungnunga. The vol-
ume covers the growth pattern of the seven States
in the North-East and covers areas of agriculture,

‘industry, planning, consumption pattern, banking

and finance; rural development programmes;
manpower; transport and encrgy.

Poduval, R.N., Foodgrain Economy of Tamil
Nadu: Problems and Prospects: Emerald
Publishers, 135, Annasalai, Madras - 600 002,
1987, Price Rs.90/-. ‘

This is the first comprehensive and integrated
study of the foodgrain economy of Tamil Nadu.
Although the study focusses on Tamil Nadu, the
foodgrain economy of the State has been analysed
within the framework of the national food econ-
omy. The analysis departs from the traditional
Malthusian framework of analysis of the food
problem by emphasizing the importance of
accessibility to food in the sense of income or
purchasing power which depends on provision of
employment opportunities and adoption of egal-
itarian measures. Aside from this departure from
the traditional approaches to the food problem,
the major issues considered are: the impact of seed
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- fertilizer - irrigation technology on production
and productivity; the instability in foodgrain
production; the consumption pattern of food-
grains; and public intervention in the foodgrain
economy. Pointed attention has been drawn to
the magnitude of hunger and the need to undertake
measures to eradicate it. '

1988

Dhawan, B.D., IrrigationinIndia’s Agricultural
Development : Productivity, Stability, Equity.
Sage Publications, New Delhi, 1988, Pp. 205.

This is Dhawan’s third book on Indian irriga-
tion, all published in the Institute of Economic
Growth’s series ‘Studies in Economic
Development and Planning’. It consists of ten
chapters, with focus on the issues of productivity,
stability and equity of Indian irrigated agriculture.
The author has made extensive use of country-
wide statistics and survey data gathered by other
agencies/scholars.

A part of the contribution of this work is in the
methodological realm. In Chapter 3, entitled
*Methodology for Assessing Itrigation Impact’,
the author has developed aregression schema for
estimating land productivity by type of irrigation
from district-wise statistics of crop areas and
production. A modified differencing procedure
isgivenforderiving the productionimpact of each
irrigated hectare from the available data on irri-
gated and unirrigated crop yields. A foodgrains
equivalence scale, based on calorie content, is
used for crop aggregation.

According to the author, irrigation has per-
formed reasonably well in India, on both pro-
duction and stability counts. There is a firm
upward tendency in overall irrigated yield. This
yield is highest on farms watered by private
tubewells, and lowest on those dependent on
tanks. Canal irrigation falls in between these two
typesof irrigation. The output effect on one gross
irrigated hectare amounted to about 19 quintals.
Evidence on gains from irrigation to different
farmer categories is a mixed one.

The book is replete with a wide range of policy
and practical implications.
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Kathuria, Sanjay, Indian Handicraft Exports :
Constraints and Prospects Tata McGraw Hill
and ICRIER, 1988, Price Rs.150/-.

Investment in the handicrafts sector generates
substantial employment and foreign exchange
income, particularly in India, which has variety
of craft skills. The book surveys in depth the
potential of and limitations to Indian handicraft
exports. ‘

Based on field studies at home and abroad, the
author has put together relevant data at macro as
well as micro level on trade, employment and
production. :

A comprehensive assessment has been made of
the size of the world market for handicrafts. The
impact of tariff and non-tariff barriers and of
transport costs on trade flows have also been
analysed.

Among the micro level issues discussed are
distribution network and its effectiveness, and the
role of trade promoting and facilitating institu-
tions in overcoming hindrances to trade devel-
opment. The book also reviews processes of skill
formation and transfer, production systems,
technology and designdevelopment,and linkages
between these and export performance.

The study advances a scheme for classification
of handicrafts and reclassification of international
trade statistics. Other suggestions relate, inter
alia, to possible methods of trade promotion,
potential growth areas and products, possible
systems of quality control, improvement of
design and development, use of better tools and
techniques, modes of skill transfer, and different
kinds of trade channels.

The macro and micro studies are of relevance
to most developing countries, as organizational,
institutional and export problems are often simi-
lar. Policy makers in developing countries and
all those engaged in promoting handicrafts
production and exports in developed and devel-
oping countries will find this book a dependable
source of information and analysis.

Mahajan,V.S., Economic Development of Border
States of India, Deep and Deep Publications,
New Delhi, 1988, Pp. 278.

This volume which is primarily addressed tothe
border economies of the country and here espe-
cially to the sensitive areas in the North-East and
North-West, tries to have a look into the key
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economic issues as well as levels of development
achieved by different States in these areas. The
book is divided into four parts. Part One deals
with the economic issues in the North East. Also
the role that tribal culture as well as the mainte-
nance of local identity can play in the develop-
ment of this area - inhabited mainly by tribals of
Mongoloid stock - has been spelt out from the
experience of Mizoram and Nagaland. In Part
Two, study is made of the Mizoram development
experience in particular which has relevance to
most other States in the North-East. Part Three
concentrates mainly on Punjab, which has lately

been a major trouble spot in the country. And

while discussing Punjab the author includes
Haryana, which in fact couple of decades ago, -
before 1966 - was an integral part of Punjab. Part
Four summarises the main issues in this entire
study and spells out policy issues.

Mahajan, V.S. (Editor), Studies in Indian Plan-
ning, Deep and Deep Publications, New Delhi,
1988, Pp. 502.

The book contains 27 papers from Tarlok Singh,
K. Munirathna Naidu, D.M.Nanjundappa, Kamta
Prasad, R. Mukherji, Nilakantha Rath, A.C.
Minocha, K. Padmanabhan, M. Sebastian, D.M.
Nanjundappa, P.K. Chaubey, B.M. Jani, N.S.
Bhat, S. Velayudha Perumal, S.K. Goyal, S.K.
Mandal, Ajit Kumar Sinha, D.N. Jha,R.S. Singh
and V.S. Mahajan. It covers areas of planning
process; growth and income distribution; opera-
tional and strategic aspects of planning; poverty
alleviation  systems and  programmes;
decentralised planning; plan administration;
‘financing of plans; prices, inflation and savings;
labour and wage policy; approach to education;
and the future framework. It also reproduces a
document Plan for Solving Unemployment in
Rural India which was the result of close delib-
eration by a group of dedicated persons, many of
them possessing long experience in planning
either as academicians or as administrators. This
documentneedsto be debated at the national level
and also seriously considered by the Planning
Commission and other bodies involved in the
planned development of this country.
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Purohit, Mahesh C., Structure and Administra-
tion of Sales Taxation inIndia, (with aForeword
by Prof. John F. Due, University of Illinois,
U.S.A.), Reliance Publishing House, 3026/7-H,
Ranjit Nagar, New Delhi 110008, 1988.

This book is a maiden attempt to comprehen-
sively cover all the aspects relating to sales tax
structure and administration problems in all the
Indian States.

Beginning with the evolution, it presents vari-
ous forms of sales taxes with its classificatory
scheme, followed by fiscal role of sales taxes
analysed in terms of buoyancy and elasticity as
well as related tax effort of each of the States.

Structure of sales taxes is analysed in following
four Chapters. Chapter 3 presents the existing
structure of sales taxes along with a note on its
development in each State. This is followed by
an empirical analysis of incidence of sales taxes.
Proposed rationalisation of sales tax system in
India is presented in Chapter 5. Inter-State
coordination along with the problems of con-
signment tax are discussed in the following
Chapter.

Administrative aspects are covered in the next
three Chapters. Chapter 7 presents administrative
organisation for sales tax administration. Itlays
emphasis on headquarters organisation, admin-
istrative organisation, enforcement organisation
and appellate organisation along with reforms in
all the above aspects. Operations of sales tax
including basic procedures of enforcement, reg-
istration procedures, processing of tax returns,
assessment, evasion of sales tax, appeals, arrears
and cost of collection have been analysed in
Chapter 8. It also presents all the estimates of
evasion of sales tax. Reforms in operations of
sales tax have been highlighted at relevant places.
Management information system for sales tax
administration has been analysed and suggested
MIS has been outlined. Finally, summary and
policy imperatives forms the subject matter of the
last Chapter.

Appendices giving information of the size of the
States, Constitutional provisions and bibliogra-
phy on the subject are also presented.
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1989

Mahajan, V.S., (Editor), Studies of Women
Contribution to Indian Economic and Social
Development, Deep and Deep Publications,
1989.

This volume contains 32 papers from S. Uma
Devi, Yasodha Shanmuga Sundaram, Raj Kumar
Sen, S. Athar Raza Bilgrami, S K. Goyal, Anirudh
Prasad, Narayani Shrivastava, K. Alam, K.
Shanthi, X. Padmanabhan, K.P. Singh, Samir
Joshi, Amrik Singh, Usha Kundu, B.K. Vashist,
Rabindra Kumar Choudhury, A.V.S.K. Rao and
others. It deals with areas of theoretical aspect of

- women studies; women participation in agricul-
ture and rural development programmes; wom-
en’s contribution to development at regional
level; demographic behaviour  and status of
women; occupational distribution of women
work force; employment of women in organised
sector; impact of education on women status;
women entreprencurs and executives; caste,
Gandhiand women’s social status; aging women;
and women under national plans and pro-
grammes.

Srivastava, H.C., and Chaturvedi, MK., Depen-
dency and Common Property Resources of
Tribal and Rural Poor. Commonwealth
Publishers, 4378/B, Gali Murarilal, Ansari
Road, Daryaganj, Delhi, 1989. Price Rs.120/-.

This study, funded by the Ford Foundation,
reveals that the primitive form of survival on
COmmon property resources goes on reproducing
poverty among the tribal and poor peasantry.
Theoretically, this is an observation of articula-
tion of multiple modes of economy that operate
in India today.

Tyabji, Nasir, The Small Industries Policy in
India, (Oxford University Press, Calcutta),
1989.

Historical research has shown that discussions
on India’s economic developmentstrategy did not
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start de novo after Independence, but were based
on propositions debated during the nationalist
movement.

This book views the small industries policy as
an historical product of the nationalist movement,
specifically of one of its major ideological con-
stituents, Gandhiism. A process of self-
sustaining industrialization pre-supposed a
growing market for machinery and basic
consumer goods. This could be generated by a.
policy to encourage the growth and modemiza-
tion of craft units developed to employ modem
tools and wage labour. Interrelated to this process
was the requirement of social stability. Inde-
pendence had been achieved by amass movement
which had not hesitated to raise at times the
legitimacy of a society based on institutions of
private property. Some stability could be
achieved in such a situation by the consolidation
of a middle class based on modem small-scale
industrial enterprises.

The author argues that "Nehruian Socialism”
was the culmination of the process of reconciling
middle-class radicalism with the economic and
political requirements of the large industrialists.
Their views dominated Siate Policy, but their
grounds for manoeuvre were limited by their
political inability to restructure agrarian relations
in favour of peasant proprietorship. The Small
Industries Policy was the concrete manifestation
of the appropriation of Gandhian inspired sym-
pathies for village craftsmen and the encourage-
ment of small capitalist enterprises, so that both
the economic and the political ends of
industrialization could be met.

ARTICLES
1986

Mehta Rajesh and Gupta N.C., "Import Substi-
tution in Petrochemicals : A case for Expansion
in Capacity”, Foreign Trade Review, 1986,
xxi(3), pp. 309-17.

The paper attempts to estimate the extent of
import substitution/dependence using two mea-
sures, of Thermo-Plastic industries in India, i.e.
LDPE, HDPE, PP, PS and PVC. An appraisal of
the results, particularly over the period 1978-82,
reveal that import substitution had decreased in
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the case of LDPE & PS, whereas import depen-
dence has increased in the case of HDPE & PVC.
PP does not reflect either import substitution or
import dependence.

Minocha A.C., ‘Spatial Dimensions of Rural
Employment in Household Industries in Mad-
hya Pradesh’, Spatial Dimensions of Indian
Agriculture - ed. Dalip S. Swamy, Agricole
Publishing Academy, New Delhi, 1986.

The paper makes an attempt to analyse the
growth of employment in the household sector
industries. The analysis though based on limited
data reveals some important aspects of rural
industrialisation, such as shifts in occupational
structure in the State as well as in different
districts of the State. We get a fair picture of the
spatial dimensions of the growth of household
industries from the data that have been used in the

_study.

Purohit, Mahesh C., ‘Reforming Sales Tax in
Developing Countries: A Study of the Nigerian
Sales Tax System’, International Bulletin for
Fiscal Documentation (Amsterdam), Volume
40, No.1, January 1986, Pp. 5-10.

This paper analyses revenue importance and
cost of collection and presents the salient features
of the structure and the administration of the sales
tax system in Nigeria. It examines the objectives
of reform and suggests that from the point of view
of objectives of growth, equity, administrative
expediency and co-ordination, it is essential (i) to
have a federal sales tax, (ii) to achieve uniformity
in the rate structure, (iii) to levy an admixture of
the first- and last-point tax, (iv) to evolve proper
procedures for enforcement of the tax, and (v) to
h.ave a properly designed management informa-
tion system, )

Purohit, Mahesh C., ‘National Issues in States’
Sales Tax Structure in India’, Economic and
Political Weekly, Vol. XXI,No. 7, February 15,
1986, pp. 299-303.
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This paper analyses four crucial aspects of
national importance for States’ sales tax structure
in India. First, it analyses ever increasing
dependence on the first-point tax. Having ana-
Iysed all the aspects, it puts forth suggestion to
have a structure of two-point tax with set-off.
Second, the paper presents varying treatment of
inputs by different States. With a convincingly
demonstrated empirical study it suggests that the
States must follow the policy of no tax on inputs.
Third, the issue of consignment tax suggests that
the rates of tax should never be more than one per
cent. Finally, the role of checkposts in adminis-
tration of the tax needs to be reconsidered. At
least the border checkposts must be abolished.

Purohit, Mahesh C., ‘Estimating Cumulative
Rates of Excise and Sales Taxes in India’,
Economic and Political Weekly, Vol. XXI, No.
40, October 4, 1986, Pp. 1760-63.

The overlapping co-existence of the two gen-
eralised systems of levy, viz., the excise at the
Central level and the sales taxes at the State level
has not only led to a complicated structure of
taxation, but, each compounding the effects of the
other through inter-action, has given rise to
uncontrolled and unintended incidence on par-
ticular commodities. In this context, this paper is
an attempt to derive an estimate of cumulative
rates of excise and sales taxes in India through an
application of input-output technique. The
combined incidence of excise and sales tax has
been worked out for three States, viz., Andhra
Pradesh, Punjab and Rajasthan. These States
represent three broad categories of input-taxation
under sales tax systems in India.

1987

Mehta Rajesh and Nambiar R.G., ‘Effect of

~ Tariffs on Foreign Prices : the Case of India’,
Economic and Political Weekly xxii (24), Nov.
24, June 13, 1987, Pp. 942-944.

There appears to be an asymmetrical link
between tariff rates and prices to this country
relative to prices to the rest of the world. The
latter has a tendency to be low when tariff is high
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and conversely tend to be high when tariff is low.
_ One important implication of this is that sub-
‘stantial tariff reductions in the presence of
imperfections in the world market are suspect; the
foreign producer would rob some, if not all, of the
benefits of such tariff reductions. Instead, a rise
in tariff might be rightly placed; it would exert
pressure upon the foreign producer to absorb the
tariff hike.

Mehta Rajesh and Seth Vijay K., : ‘On The

Measurement of State Level Capital-Output

-Ratios’, Indian Journal of Industrial Relations,
1987,22(4), Pp. 369-90.

The paper atiempts to compare the inter-
temporal changes in the capital-output ratios of
large manufacturing industries in different states
during the period 1962-1980. Apart from this, an
attempt has been made to measure the capital
stock of different states using refined methods.

Minocha A.C., ‘Some Aspects of Regional
Economics’, Regional Economic Planning in
India- ed. A.C. Angrish - Twenty First Century
Publishers, Meerut, 1987.

The paper makes a brief survey of the devel-
opments in the field of regional economics. The
major focus of the paper is on regional macro
theories, regional income and employment,
organisation of space, location, inter-industry
input-output analysis. The paper also analyses
the factors accounting for the belated develop-
ment of regional economics and presents the
current state of development of this discipline.

Singh Randhir, ‘Marxists and the Sikh Extremist
Movement in Punjab’, Economic and Political
Weekly, August 22, 1987.

Presents an understanding of the contemporary
situation in Punjab, one of the problems facing
the people’s struggle there, from the standpoint
of the actively-engaged Marxist revolutionary
groups in the State,
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Yadav Hanuman Singh and Minocha A.C,,
‘Spatial diffusion of Modem Agricultural
Technology in Madhya Pradesh’, Indian Jour-
nal of Regional Science, Vol.XIX No.2, 1987.

. 'The paper examines the extent to which modém

technology is diffused in agricultural sector of
Madhya Pradesh and identifies the critical factors
responsible for spatial diffusion of technology.
The paper also presents some of the theoretical
aspects of spatial technological diffusion com-
paring the theoretical construct with empirical
evidence, process and level of diffusion
regionally and its determinants.

1988

Mehta Rajesh and Nambiar R.G., : ‘Tariff and
Foreign Price: Some Further Evidence’, Eco-
nomic and Political Weekly, Special Number,
xxiii (45,46,47), Nov. 1988, Pp. 2385-2394.

The inverse relationship between tariff and
foreign prices for India’s manufacturing indus-
tries is reconfirmed by more refined statistical
investigations. As to the probable explanation we
find no strong, a priori, ground to suspect the
domestic restrictions upon imports for negative
linkages. The chief factor influencing this rela-
tionship, it can be said without fear of contra-
diction, is the oligopolistic and monopolistic
structure of foreign markets. Further, our
calculations for alternative scenarios on tariff
reduction and tariff increase show that the former
reduces the national welfare while the latter
improves it.

MinochaA.C., ‘Regional Planning in India: Some
basic issues’, Studies in Indian Planning - ed.
V.S. Mahajan - Deep and Deep Publications,
New Delhi. - 1988.

The paper discusses the outlines of theoretical
framework of regional planning and makes a
rapid review of planning framework in India
within which regional planning has to operate. It
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examines critically the process of regional plan-
ning as it has evolved through the five year plans.
The prospects of regional planning in India are
also discussed in the paper.

Mehta Rajesh and Nambiar R.G., ‘Price Com-
petitiveness in the Indian Manufacturing

Industry’, Economic and Political Weekly, June
18, 1988, Pp. 1278-1284.

The main focus of this paper is on relative price
structure and price behaviour - price and price
movements in India vis-a-vis other countries.
Investigations at the detailed commodity level
reveal a tendency of home prices to drift down-
wards when compared with foreign price move-
ments. Thus India’s poor expcrt performance
does not represent a competitiveness problem per
se. Instead, one might readily account for this in
non-price factors, some of which are external
factors. It appears that strait-jacket prescriptions
such as exchange rate adjustment are unrealistic
and misplaced.

Purohit, Mahesh C., ‘Taxation of Contracts for
Work : Policy Imperatives for a Sales Tax
SysteminaDeveloping Country’, International
Bulletin for Fiscal Documentation (Amster-
dam), Volume 42, No. 1, January 1988, Pp.
31-33.

The paper analyses the problems of taxation of
contracts for work in the light of the 46th Con-
stitution Amendment Act, 1982. As most of the
States have tried to make use of the opportunity
provided by the Constitution Amendment Act,
they have defined the contract for work and
attempted to levy the tax in such a way that this
would be only a revenue yielding measure. The
paper discusses the background of the Constitu-
tion Amendment Actand views taxation of con-
tracts for work as an anti-evasion measure, It
suggests that taxation of contract for work should
be considered as a means to controlling the
existing loopholes for avoiding and evading the
tax. Accordingly, the tax should be levied on the
total value of the contract with the complete set
off for the amount of tax paid by the contractor
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on the inputs as well as raw materials and com-
ponents bought by him. Failing the submission
of accounts the contractor is denied the facility of
set off. This approach would, therefore, use
taxation of contract for work as an integral part
of the enforcement of sales tax.

Raipuria K.M. and Panchmukhi VR., ‘Produc-
tivity Issues and Development Strategies in
India’, Challenge of Asian Developing
Countries: Issues and Analysis, Ed. Shinichi
Ichimura, Asian Productivity Organisation,
Tokyo, 1988.

An attempt has been made to bring out the
dimensions and issues of development strategy in
India, and growth and structure of productivity
observed during the period 1965-66 onwards.
The discussion covers central as well as different
policy aspects. Econometric analysis of usual
macro-economic variables has been attempted for
the major industries to highlight the relationships

"(a) between labour productivity and level of

capital/value added; and (b) between the
capital-labour ratio and the level of capitalfvalue
added. Analysisof productivity covers the energy
sector.

Raipuria K.M., ‘India and the World Economic
Disarray during the Eighties’, Man & Devel-
opment, Volume X, No.l, March 1988, Pp.
27-48.

The paper provides discussion on the main
aspects, dimensions and assessment of the world
economic disarray from the view point of the
developing countries in general and India in
particular. Trade, aid, money and exchange rate
dimensions are covered. Part II of the paper
discusses how India faced this disarray in terms
of economic adjustments, involvement in inter-
national discussions in multilateral forums, and
South South cooperation. The paper points to the
structural adjustment attempted by India, mean-
ing a relatively liberalised trade regime which
resulted in an increased opening-up of the
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economy and off-the-trend growth rate per-
formance ie. over 5 per cent annually, main-
Jaining self-reliance in investment and significant
role of the public sector.

Singh Randhir, ‘Theorising Communalism - A
Fragmentary Note in the Marxist Mode’, Eco-
nomic and Political Weekly, July 23, 1988.

A provocative exercise in Marxian social
analysis that questions and rejects the current
conventional theorising on the subject of com-
munalism in contemporary India, presents an
alternative understanding, as also an approach
towards effectively combating it - ‘the struggle
against communalism has to be a struggle against
more than communalism’ - and is suggestive of
a model of how to think about similar social
phenomena and related ‘isms’ besetting our
country today.

Tyabji Nasir, ‘State Aid to Industry : Madras
1921-1937°, Economic and Political Weekly,
Review of Political Economy, X111 (1988) 31.

The State Aid to Industries Act passed in 1923
implied that active promotion of industry was a
legitimate function of the government. But 12
years later, the Public Accounts Committee of the
Madras Legislature held that the Act had not
served its purpose. This was mainly because of
the rules made under the Act. The hands of the
capitalists were tied, not only by the political
nature of dyarchy, but by their own links to an
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agrarian structure dominated by landiords. Only
with the growth of the nationalist mass move-
ment, were they able to succeed partially in
changing the formalised rules governing the Act.

1989

Minocha A.C., ‘Growth Performance of Madhya
PradeshEconomy’, The Economies of the States
of Indian Union, ed. Malcolm S. Adiseshiah -
Lancer International, New Delhi, 1989.

The paper makes an appraisal of the develop-
ment process of Madhya Pradesh economy in its
different manifestations. It evalvates the
performance of agricultural sector and its impli-
cations for growth and the emerging constrainis
to development and also the changing industrial
sector, The paper also examines the planning
machinery in the State and the methodology of
plan formulation. It suggests alternative strategy
and directions in which the State economy should
move to achieve high rate of growth along with
redistribution.

Singh Randhir, : ‘Visions for the Future : Over-
view’, Economic and Political Weekly, April 8,
1989.

Presents a very brief, yet comprehensive,
over-view of contemporary Indian social reality
- economy, society, politics - from an orthodox
Marxist standpoint.
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exceeding 100 words for articles. Usc separate sheet for each entry.
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