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DEVELOPMENT PLANNING: THE INDIAN EXPERIENCE 

Sukhamoy Chakravarty 

The paper reviews Indian planning experience in the first six plans. The Second Plan constitutes 
a major watershed. It was primarily a strategy of industrialization and, compared to the First Plan. 
there was a relative de-emphasis on agriculture. Among the priorities of the Third Plan, agriculture 
had the jirst place; but the planners were grossly over-optimistic as  to what traditional Indian 
agriculture could do. This was corrected in the Fourth Plan which emphasised technological mod- 
ernization of agriculture. In the Fifth and Sixth Plans, there was another shift in emphasis, now, from 
the earlier so-called heavy industry bias, to a strategy centering around 'food' and 'fuels'. At the 
beginning of the Seventh Plan, India found itself in a deep yscal crisis' which had been growing 
over the years and which today i s  deeper than ever before. Neither free market nor central planning 
would carry much conviction today. The need now is for a degree of political consensus on what i s  
attemptedfrom which India benej7ted in the first decade. No facile conclusion is warranted. 

THE NEHRU ERA There islittledoubt that. as amodemizer. Nehru 
was rather heavily influknced by the ideals of When the planning process was initiated in Fabian sacialism, In the pampNet 

India, there was a legacy of pre-independence India. written in the thirties, he had 
debate on India's development problems. This talked in favourable terms about Soviet socialism 
debate centred around the 'andhian approach at much as the Webbs did. Undoubtedly, there was 
One pole and the 'modemiung' of a certain homology between the Soviet economic 
Nehru at the other. The Gandhian approach has situation in the twenties and the Indian situation 
never been seriously discussed by either main- in the mid-fifiies. B ~ ~ ,  the homology did not 
stream economists or by its left-wing critics. ,,tend to the political situation. Unlike the Rus- 
13ere are good for this as both sian revolution, the Indian independence move- 
sides share fundamental propositions regarding rnent and the subsequent transfer of power did 
the way one should view the central problematic nothing significant tocurb thepre-existing power 
of development: more goods are preferred to less groups; large capitalist combines, rich landown- 
and a higher level of capital stock worker has ers, and a very powerful middle class. What they 
been considered unambiguously helpful in did do, and this is not unimportant, was to curb 
improving the standard of living. In contrast, the their rate of expansion in a newly 
Gandhian approach envisioned voluntary lim- independent country. Nehru sought to forge a 
itation of Wants, self-reproducing village COm- more complex relationship with these groups 
munities, and a better balance between man and involving elements of strategic support as well as  
nature. 'I''he modemizing school under Nehru won restraint. There was a tolerance towards income 
the day as their 'scientism' seemed more corn- inequality provided i t  was notexcessive and could 
patible with the ideological priorities involved in be seen to result in a higher rate of growth than 
building up a post-colonial nation-state. The first would be possible otherwise. Nevertheless, 
three five-year plans, which bore the personal Nehru was not a growth-maximizer in any sense 
imprint of Nehru, and especially the Second Plan, of the term. A satisfactory rather than a maximum 
which reflected a major watershed in India's rate of growth would correspond more closely to 
economic thinking, are especially important as what he had in mind. 
attempts at giving concrete shape to the vision of The basic constraint on development was seen 
transformation, social andeconomic, to which the as being an acute deficiency of material capital 
modernizing elite subscribed. and the speed of capital accumulation was seen 

Chakravarty was a Professor of Economics at the University of Dclhi and theChainnrn of the Economic Advisory Council 
of the Prime Minister. He died prmraturely, at the age of 56, on August 22,1990. With the Indian School of Political Economy. 
he had a special relationship: he was a founder Fellow of the School. 

Dcvclopmnl Planning: The fndian Erpericnce (Oxford University Press. 1987) is probably his last major writing and 
prescnts his distilled experience of Indian planning with which he was personally involved as a member of the Planning 
Commission during the 1970s. I had quested him to prepare a paper based on his book for this Journal. He had agreed but 
suggested that I prepre the draft and send it to him to f i s e .  Unfortunately, he c w l d  not see the drak In the circumsmce. 
the responsibility for selecting a d  editing the material for this paper is solely mine. I am grateful to Professor (Mrs.) Ialita 
Chakravarty for permission to publish it in this Journal - V.M.Dandekar. 
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to be limited by the low capacity to save. Further, 
it was assumed hat even if the domestic capacity 
to save could be raised by means of suitable fiscal 
and monetary policies, there were structural 
limitations preventing conversion of savings into 
productive investment. Under the circumstance, 
if the market mechanism were accorded primacy, 
it was feared that it would result in excessive 
consumption by the upper-income groups, along 
with relative under investment in sectors essential 
to accelerated development of the economy. 
Hence, it was felt that the basic questions of how 
much to save, and where and i n  what forms to 
invest could be best handled with the help of a 
Plan. The Indian planners subscribed to a basi- 
cally supply-side view of the planning problem 
and never considered domestic demand as a 
possible constraint. Presumably, they believed 
that, with an active state policy on investment, all 
possible slack in the economic system would be 
utilized and that, therefore, what mattered most 
was growth in the aggregate investment. 

The first three five-year plans were successive 
in time, together spanning a period of f~fteen 
years, and were all formulated under the active 
chairmanship of JawaharlalNehru. From a purely 
analytical point of view the First Five Year Plan 
(1950-55) was not a plan in the sense of consti- 
tuting an internally coordinated set of investment 
decisions. It focussed investment on the obvious, 
namely, infrastructure and agriculture. In con- 
trast, the Second Five Year Plan (1955-60) was 
founded on a well articulated theoretical rationale 
of what may be called the Nehru-Mahalanobis 
strategy of development. It was primarily a 
strategy of industrialization and in this respect it 
seems to have worked, at least for a time. A great 
deal of diversification within the industrial 
structure and a significant upgrading of the skill 
base of India's population was achieved. 'The rate 
of growth of industrial production was impres- 
sive. The general index of industrial production 
rose from 139 in 1955-56 (1950-5 1 = 100) to 194 
in 1960-61 and the machinery index, which was 
192 in 1955-56, increased to 503 in the corre- 
sponding period Considerable, though less 
spectacular, growth was observed in iron and steel 
and chemicals. However, a very discordant: note 
was struck by cotton textiles which rose from 128 

in 1955-56 to only 133 in 1960-61. Even after 
allowing for differences in the base lines of 
different industries as well as differences in 
coverage, these figures seem to indicate dispro- 
portionate growth of the heavy industries sector 
which was more striking than the planners may 
have initially bargained for. 

The strategy of the Second Five Year Plan 
aimed at building ahead of demand in the area of 
capital goods production and deviated from the 
'textiles first' strategy of industrial development 
followed by a successful late-comer in industri- 
alization like Japan. Mainstream economists 
found this an unjustified departke from the 
principle of 'comparative advantage'. The issue 
was posed at the time the Second Five-Year Plan 
was formulated. A projection of the balance of 
trade was auempted in the plan document and the 
planners concluded that no significant increase in 
export earnings in the short run could be expected. 
What could have been the basis for this short-run 
export pessimism? Even if demand for primary 
products were assumed to be strongly inelastic, 
there was obviously a major manufacturing sector 
which India could have developed for export 
purposes - cotton textiles. Planners expected the 
export of cotton piece goods to increase from 747 
million yards in 1955 to 1,000 million yards in 
1960, not a spectacular increase considering that 
the country had exported 867 million yards in 
1954. Looking back, it would appear that India 
could certainly have placed greater emphasis on 
the cotton textile sector. There may be different 
explanations for this neglect. One was the 
Gandhian legacy which viewed the textile sector 
as pre-eminently suited to small-scale initiative. 
In the context of employment generation, 
Mahalanobis too assigned an important role to the 
highly labour-intensive part of the, textile sector. 
This precluded a fast rate of growth in a modem 
textile industry. 

The argument, briefly, was as follows: The 
development of a heavy capital goods base over 
a period would lead to the diversification of the 
export basket in the direction of manufactured 
goods, including machinery and equipment; 
while the increase in employment leading to an 
expanded demand for consumer goods would be 
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met by pursuing 'capital-light' methods of pro- 
duction. That this would not enable India to be 
competitive in the world market for textiles was 
considered to be a short-term adjustment prob 
lem. 

Those who were impressed by the Soviet model 
of industrial development thought that the 
avowed priority for the capital goods sector cor- 
responded to the logic of accumulation enunci- 
ated by Marx in his models of expanded 
reproduction. It now seems that the Mahalanobis 
model went tso far in emphasising the primacy 
of the capital goods sector irrespective of initial 
conditions and social valuation of consumption 
at different pints in time. Most importantly, if 
the inability to employ more people produc tively 
depended as much on the absence of suitable 
'machines' as on the shortage of 'food', the 
workability of the model depended on an ade- 
quate and effective policy frame for agriculture 
which was absent from the Second Fire-Year 
Plan. 

A modem capital-intensive industrial sector 
was to be created, side by side with private 
agriculture, with the continued functioriing of a 
private industrial sector confined to relatively 
labour-intensive, light consumer goods. There 
was, therefore, an assumption of a mixture of 
industrial motive forces which were supposed to 
act in a synergistic manner. As it happened, the 
needed increase in the production of consumer 
g a d s  did not materialize. This posed a serious 
problem especially in regard to food grains and 
cotton. Furthermore, while it was expected that 
the cost of production of capid  goods would 
gradually diminish , thisdid not happen either. Of 
more immediate concern for the planners was 
their underestimation of the imports needed to 
achieve the process of transition to self-reliant 
growth. The process of industrialization had 
ignored certain important issues relating to the 
phasing of investment outlay. They thought that 
the problem could be surmounted if suitable 
foreign assistance was available for a period of 
ten to fifteen years. 

There is no doubt that, compared with the First 
Five Year Plan, there was a relative de-emphasis 
on agriculture in the Second Five Year Plan; this 
was so in terms of investment allocation ratios, 

both planned and realized. The planners were 
aware that major institutional changes were 
required in order to realize the production 
potential of agriculture, but they did not realize 
t l ~  nature and dimension of political mobilization 
that would be necessary to bring about the nec- 
essary institutional changes. The Second Five- 
Year Plan document included a very well written 
chapter on 'Land Reform and Agrarian 
Reorganization' which went beyond the mere 
enunciation of a redistributive strategy for land to 
the articulation of what could form the basis for 
a progressive agrarian structure. It is on this latm 
dimension that hopes were placed for bringing 
about the. envisaged increase in agricultural out- 
put particularly by those who, like Nehru, saw 
co-operative farming as the ultimate solution. 
These people believed that the proposed pro- 
gramme of community development and national 
extension would constitute an essential catalyst 
in this process along with irrigation financed from 
public budgets. 

Among the priorities listed in the Third Five 
Year Plan, agriculture had the first place but 
without much change in the agricultural strategy 
of the Second Plan. The planners were grossly 
over-optimistic as to what traditional Indian 
agriculture, with its conventional input-output 
basis and deep-seated social stratification, could 
do within the constraints set by the political 
changes which the Congress Party was able to 
engineer. In fact, the planners' strategy boiled 
down to the traditional thesis, upheld by several 
contemporary scholars of economic develop- 
ment, that during the early stages of industrial- 
ization it was necessary for agriculture to 
contribute to the building up of a modern 
industrial sector by providing cheap labour and 
also cheap food. Along with increasing produc- 
tivity, rhis in turn would help in maintaining a low 
'product wage' in the industrial sector. The 
relationship between maintaining a low product 
wage and a high level of accumulation was 
assumed to be strictly positive. While this whole 
sequence of reasoning was not explicitly stated i n  
any plan document, it can b e  deduced as a 
corollary from many contemporary discussions. 
In an attempt to explain why it was wise on India's 
part to go intoan agreement with the United States 
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on the large-scale import of food grains under 
PL480 (which enabled foodgrains to be imported, 
largely against payment in rupees and partly as a 
gift), Dr S.R. Sen, stressed the great importance 
of maintaining a 'cheap food regime' for pro- 
moting growth in India. Properly elaborated, 
Sen's thesis would not be different from the logic 
given here [Sen, 19621. 

The disincentive effects of specific commodity 
imports on such a large scale were raised at that 
time only to be dismissed by the official response 
that, with sufficient increases in the level and the 
rate of public investment, there was an assured 
prospect of rapidly expanding home markets for 
principal commodities such as wheat, cotton, and 
edible oils. Things did not work out quite that 
way. Indian planners had underestimated the time 
lags involved on the production side in industry 
as well as the need to bring about a large-scale 
shift in the input-output ratios in traditional 
agriculture. However, through PL 480 imports as 
well as through irrigation-induced increae in 
food production, they succeeded in maintaining 
a low rate of price increase (around 2.5 per cent 
per annum), which helped to maintain a sort of 
social equilibrium in the urban areas. Social peace 
was further promoted by rapid increase in urban 
employment. Meanwhile, there was not much 
evident sign of u ~ e s t  among the peasant classes 
as the expansion of the area cultivated even un&r 
traditional technology had led to anon-negligible 
increase in rural incomes, at least in major agri- 
cultural states such as Punjab, Andhra Pradesh, 
and Tamil Nadu. Uttar Pradesh, the largest state, 
which did not show any significant increase in 
agricultural production nevertheless benefited 
from certain land reform measures, such as the 
abolition of intermediary tenures. 
Distributional Aspects in  the First Three Plans: 
It is sometimes maintained, and with some reason, 
that Indian plans have ignored issues relating to 
the distribution of incomes; 'with some reason', 
because the central analytical models pertained 
largely to issues relating to capital accumulation 
under conditions of structural backwardness. In 
the Third Five Year Plan, whose fust chapter, 
'Objectives of Planned Development', distribu- 
tional considerations were emphasized: "The 
essential problem here is to reduce the spread 

between the higher and the lower incomes and to 
raise the level of the minimum." However, there 
was no clearly laid out strategy which could be 
expected to raise the 'minimum level', at least not 
one that could match the industrialization targets 
articulated with great eloquence in the fust two 
plans. 

How can this be explained? If we recall the state 
of development theory which prevailed around 
the mid-fifties, it will become quite apparent why 
distributional statements tended to be qualitative 
and vaguely centred on issues of institutional 
change. This is because all the models used 
operated under the postulate that 'accumulation 
+ consumption = production', ignoring the fact 
that there are certain types of consumption which 
are quite close in character to accumulation. They 
ignored the possibility that, with substantial 
labour surplus, the redistribution of consumption 
with an unchanged total could lead to an increase 
of capital stock and also to an improved labour 
productivity. Thus, the distribution of consump 
tion was seen as a subsidiary issue. Pride of place 
in plan formulation was given to the question of 
present-future choice. The crucial variable i n  the 
whole exercise was the time needed to equip the 
economy with a largeenough capital stock higher 
than would be possible by direct attempts at 
redistribution. 
Can this be described as what later came to be 

called a 'trickle-down' strategy? The answer is 
'yes and no'. 'Yes' because it promised an 
improvement in the consumptiorn level only as* 
end product of a process of accumulation. 'No' 
because it did not require that any particular 
income group had to be specially treated There 
was no necessary presumption that a high income 
stratum was necessary because it served an 
important role in the accumulation process. It was 
believed that a sharp increase in the size of the 
public sector financed by initial savings out of 
taxation would tend over a period to socialize a 
greater proportion of the flow of current incomes 
through increased production and productivity of 
the public sector. Along with a steady growth in 
the productivity of agricultw and in small and 
village industries, fuller employment at an ade- 
quate wage level could be reached, sooner or later. 

Difficulties with the implementation of such a 
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strategy were quireconsiderable in the context of 
India's mixed economy, a p i n t  perceived neither 
early enough nor adequately enough in the 
planning process. The model failed as a redis- 
tributive device because the initial distribution of 
income-yielding assets such as land was very 
unequal, and the state had very few instruments 
of control to siphon off rising private incomes into 
additional public savings. It is true that marginal 
tax rates on non-agricultural incomes were very 
high, but they did not produce the desired result. 
Suggested reforms, such as the 'expenditure tax' 
as modified by N. Kaldor to suit the Indian 
condition, were never given a serious chance. 

The situation became worse because the 
expectation that a rapid build-up of publicly 
owned capital stock would channel an increasing 
proportion of surplus flow into public coffers did 
not material&, partly because of the inefficiency 
in setting up and running these enterprises and 
partly because the government was not clear 
about the objectives of the public sector. In fact, 
much of the early discussion on public sector 
pricing policy was based on the idea that the 
public sector ought not to make profits. 

It wasevident by the early sixties that something 
was seriously wrong on this question. A corn- 
mittee was again set up under the chairmanship 
of Mahalanobis to look into the question of 
whether the 'level of living' had improved or 
deteriorated as a result of planning. The report 
came out with the Scottish verdict of 'not proven', 
and Pitambar Pant was instrumental in setting up 
a working group which was supposed to look into 
the question of raising the minimum level of 
living. Helped by Pant, this working group, which 
comprised such eminent personalities as the 
economists D.R. Gadgil. B.N. Ganguli, P.S. 
Lokanathan, and V.K.R.V. Rao, the politicians 
MR. Masani and Ashoka Mehta, and others, 
came out with a set of recommendations on the 
'minimum level of living'. The committee made 
a recommendation to distinguish between public 
consumption such as housing and education, 
which was tobe financed by the statedirectly, and 
private consumption which was to be met by an 
individual's income. Calculated at 1960-61 
prices, the basic minimum was to be no less than 
Rs 20 per month on a per capita basis for rural 

areas and Rs 25 per month for urban areas. 
Pitamber Pant went ahead with working out the 

possibilities of achieving this target in quantita- 
tive terms in an internal document which was 
prepared by the Perspective Planning Division of 
the Planning Commission. This document was 
doubtless a remarkable one for its time. As early 
as 1962, it worked out, in a rough and ready way, 
the options available. It came to the conclusion 
that 'some degree of inequality in incomes is thus 
an essential part of the structure of incentives in 
any growing economy' and that the distribution 
of income amongst the upper 80 percent of the 
population in 1975 'may not be very different 
from the present pattern'. The lowest 20 percent 
were excluded because they were not likely to be 
affected by the growth process and had tobe taken 
care of by means of 'transfer payments, etc.' It 
was estimated that an average annual rate of 
growth of 7 per cent per annum sustained over the 
decade 1965-75 was needed in order to give the 
poorest three deciles a nutritionally adequate diet. 
In arriving at this estimate, it allowed for a base 
year national income figure for 1965-66 of some 
Rs 90,000 million (at 1960-61 prices), as well as 
for a slight increase in inequality. However, 
because of the disastrous harvest failures in 1965 
and 1966, the base level assumption turned out to 
be way off the mark and details of this particular 
exercise were almost completely forgotten even 
within the Planning Commission. The document 
was never officially published but an edited 
version was printed in  the mid-seventies in a 
non-official publication after an Approach doc- 
ument prepared for the Fifth Five Year Plan had 
for the first time put the problem of poverty 
eradication in the foreground of political discus- 
sion [Bardhan and Srinivasan, 1974 ]. 

NEW AGRICULTURAL m u a  
CHARAfTFiXISTICS AND CONSEQUENCeS 

There were two major exogenous shocks which 
upset the general optimism about Indian growth. 
These were the sharp increases in defence 
spending after 1962, and the two successive 
monsoon failures in 1965 and 1967 with cata- 
strophic declines in food production. The first 
shock led to severe cut-backs in public 
investment, putting the 'acceleration principle' 
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into reverse, and leading to the emergence of 
significant excess capacity in the heavy and 
capital goods sectors. The sharp cut-backs in 
public investment inevitably dampened the 
economy and led to reduced demand for a whole 
range of products produced by the private sector. 
While the immediate impact of the disaster on the 
food front waq mitigated by additional large-scale 
importsof US wheat, it was quite clear that a basic 
imbalance had arisen between the demand for 
food and the supply of food, which was the 
combined result of acceleration in the rate of 
population growth, exhaustion of the possibilities 
for increasing the cultivated area, and the 
diminished effectivenss of regional crop spe- 
cialization. 

The government's response was to abandon the 
method of five year planning in favour of annual 
plans. A draft Fourth Five Year Plan was aban- 
doned in 1965-66. In its place, annual plans were 
introduced to retain a very limited amount of 
development orientation in the annual budgets. 
There was no attempt at any methodological 
innovation in these plans, but the 'annual plan' 
period was significant for two reasons. Fist, 
annual plans brought out into the open one of the 
major weaknesses underlying Mahalanobis's 
strategy, namely, the idea that what was physi- 
cally possible and desirable could also be ren- 
dered fmancially feasible. While there was 
always a powerful group within the government 
which did not agree with this view, especially 
wiPhintheFinanceMinistry and toa much smaller 
extent within the Planning Commission, they had 
a rather simple quantity-theoretic view of price 
level dynamics. But the experience of inflation in 
tte mid-sixties, coupled with the government's 
reluctance to step up investment lest i t  triggered 
inflationary price expectations (in spite of the 
existence of significant excess capacity in the 
equipment goods sector), brought home the les- 
son that the problem of how best to fmance a plan 
required very careful attention. 

Second, to overcome the 'agricultural stagna- 
tion'. a new strategy of agriculturai development 
was formulated during the 'annual plan' period 
and carried over into the Fourth Five Year Plan 
which was finally adopted in 1%9 under the 
intellectual leadership of D. R. Gadgil. The new 

policy marked a notable shift in the perception of 
what constituted the crucial constraint in the 
agrarian sector. Earlier theorizing had maintained 
that it was basically the absence of knowledge of 
appropriate agricultural practice, along with an 
obsolete social structure, which prevented 
increases in agricultural production. Land reform 
was considered very important, at least in prin- 
ciple; in practice the issue was largely evaded. 
The new strategy seemed to deny the critical 
importance of land reform even in principle. 
Instead, emphasis was shifted towards techno- 
logical modernization. It was also openly 
admitted that it was essential to 'bet on the strong' 
if the rate of grow& of agricultural production 
was to be revived. 

The new strategy seems to have had a very 
impressive effect in the case of wheat, but it is not 
possible to discern a similar effect on other crops. 
at least in the earlier years; and, even with wheat. 
the impact was most pron0unce.d in states already 
well endowed with such infrastructure as  ade- 
quate roads, market towns, co-operative credit 
societies, and above all, good irrigation coverage. 
It also led to certain irreversible changes i n  the 
economy which pose problems for the future of 
Indian planning. 

Fist of all, there was an increase in the use of 
purchased inputs in the agricultural sector which 
meant that agriculture-industry linkages were 
now twc-way to a much greater extent than ever 
before. This meant that while the input flow from 
agriculture to industry could be expected to 
continue, the need to ensure flows from industry 
to agriculture could no longer be ignored. Sec- 
ondly, the monetization of Indian agriculture 
increased d ras t idy  as a far greater proportion of 
output began to be exchanged against money. 
Thirdly, introduction of a price-support policy on 
a fairly remunerative basis, initially for wheat and 
later for other crops, introduced a downward 
rigidity in agricultural prices: it was no longer 
possible to assert that agriculhlrd prices were 
merely a matter of supply and demand as they 
became part of the wider political process. 
Finally, significantly greater use of energy and of 
oil-based fertilizers not only changed the cumu- 
lative capital-output ratio of agricultural pro- 
duction, but also made it far more sensitive to 
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fluctuations in the world market, and particularly 
in oil prices. It is sometimes said that the Green 
Revolution led to undue mechanization of agri- 
culture, especially in the northwest There is little 
doubt that certain type of capital goods, such as 
diesel and electric pump sets, increased very 
substantially, and so to a lesser extent did the use 
of tractors. But, much of the capital was land- 
saving rather than labour-saving and did not lead 
to the type of labour displacement from 
agriculture which was predicted by some, mostly 
radical, economists. In fact, the increase in capital 
intensity in Indian agriculture, especially during 
the 1970s, has helped to achieve an increase in 
output per unit of land as well as per agricultural 
worker, in the face of a severe land constraint and 
rising agricultural population (Table 1). 

However, consequent upon the Green Revolu- 
tion, the change in methods of production in areas 
where crops such as wheat and rice, particularly 
wheat, were rapidly expanding, led to the emer- 
gence of a changed distribution pattern i n  
incomes, savings and consumption. Agronomists 
who m k  part in the development of hybrid 
varieties of seeds thought that the seed- 
fertilizer-based technology was basically size- 
neutral. It was claimed that unlike the traditional 
forms af mechanization, which wefe spearheaded 
more by engineers than by geneticists, the new 
technology could be profitably used by both small 
and large fanners. However, the working capital 
requirement per unit of output was higher for the 
new technology and, given the gross inequalities 
in the credit delivery system, this meant that only 
the well-to-do farmers could make the most 
profitable use of the new package of measures. 
The machinery of government was not structured 
to overcome the basic deficiencies from which the 
small farmers suffered. 

Thus, while the Green Revolution increased 
output, it conferred more than proportionate 
benefits to the better-off fanners in the infra- 
structurally better endowed regions. It certainly 
broke the stagnation, which had assumed 
worrying dimensions, but it did so at the price of 
increased polarization within the countryside. 
Furthermore, there was the fear that 'mechani- 
zation' was bound to develop over time leading 
to labour expulsion from agriculture and greater 

rural-urban migration. Unless industrial demand 
for labour increased substantially, there was 
apprehension of greater urban unemployment. 
These fears have not proved altogether baseless. 
They were to form the basis for a reformulation 
of development strategy in the early seventies. 

The cut-back in public investment and increase 
in the rupee cost of investment consequent on the 
devaluation in 1966 led lo a depression i n  the 
aggregate rate of investment. But investment in 
agriculture was kept up because of the incentives 
given to the relatively better off farmers who 
initially spearheaded the Green Revolution. The 
grain output recovered and, by  1970-71, pro- 
duction of cereals increased to96.6 million tonnes 
in comparison with 62.4 million i n  1965-66. 
There was a particular increase in wheat; the 
high-yielding varieties made a spectacular 
breakthro!~gh in the north-west, espia l ly  in 
Punjab, and production went up from 10.4 million 
tonnes to 23.8 million tonnes, a very remarkable 
rate of growth indeed. 

This increase gave rise to fear in certain quarters 
that India could soon be faced with a demand 
bottleneck for food which would either require 
large-scale exports or an expanded home market. 
Since Indian grains were faced with stiff com- 
petition in the international market, even themore 
conservative policy-markers came to favour a 
strategy for growth with an accent on redistri- 
bution. This was supposed to ensure the removal 
of a 'demand bottleneck' and to generate 
employment opportunities. A new definition of 
'relevant radicalism' was mooted by those who 
did not favour a state build up of produc tion assets 
in the industrial sector, but were realistic enough 
to understand that industrial development by the 
private sector, even at its maximum, could not 
absorb the additional labour force generated by 
natural population growth and the displacement 
created by agricultural transformation. They 
emphasized the special role that an expanded 
public works programme could play in this con- 
text. More radical opinion was not opposed to a 
public works programme, but felt that it was not 
enough by itself to alleviate the problem of 'mass 
poverty' which now moved into the centre of 
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political, attention. This led to the formulation of briefly as follows: Given the length of the plan- 
an Approach to the Fifth Five Year Plan which ning period, find the inter-sectorally consistent 
was based on a strategy of 'growth with redis- growth rates of output that would be necessary to 
tribution '. raise the average per capita consumption level of 

The Approach to the Fifth Five Year Plan the lowest threx deciles to a stipulated figure. In 
followed the recommendation of the working order that the average of this group can be raised 
group in its definition of poverty in terms of progressively over time, especially after taking 
nutritional inadequacy and, further encouraged into account population growth rate of 2 per cent 
by the political mood, ventured to put explicit perannum, it was obviously essential to allow for 
redistribution in the lowest three deciles as an positive illvestment levels in the terminal year. 
objective in its own right. It will beapp~entfrom Furthermore, since net aid had &o be to 
the bare outlines of Pant's document that he did by h e  termind year, domestic savings had 
no& in the final analysis, envisage anything sig- to equal domestic investment in the terminal year. 
nificant by way of direct redistribution. He was TO work out the size and composition of a plan 
extremely cautious in this regard and possibly budget which achieve reduction in 
with very good reason. But he was much bolder inequality coefficient implicit in the stated 
in assuming a sustained rate of growth of 7 Per objective while a h  reducing net aid to zero in 
cent perannum over a ten-yearp&od- while he he terminal year, the exercise proceeded in two 
did not work Out the range of of steps. As a first approximation, a macro model 
payments implications, it was quite clear that his was consmctcd to determine the magnitude of 

Only wilh a large net total investment that would berequihdlo achieve 
of capital' At " a pre-specified rate of growth. After deducting net "me the Fifth'ive Year Plan A P P ~ ~ c ~  document innow of capid, total savings for the was being fomukted*~lanners wula ted  a much plan were computed. From his, a more grOwa rate' but hey wanted be savings profile was computed on the assumption self-reliant. 

The ideaof self-reliance was not new. The Third of a linear increase in the investment level. 

and Fourth Five Year Plans had discussed the Inter-industry analysis was used to compute 
gross production levels for the terminal year using ultimate objective of elimination of concessional 

external assistance. The Third Five Yearplan had the following steps: (1) A breakdown of total 
abut the seconmy being independent$ of investment by delivering sectors was drawn up 

assistance of the normd inflow on the basis of observed trend adjusted in the light 
of foreign capital by 1975-76. The Fourth Five of 0ve'all data on major investment projects. (2) 
year plan postulated in the same vein the need to bmestic input coefficient matrix was separated 
minimize dependence on aid from outside Out f'om total coefficient matrix inclusive of 
sources. n u s ,  two ideas found their joint importedraw materials.Asimilarnettingout was 
expression in  the formulation of the Approach to ~adeford~mest ic  and imported parts of different 
the Fifth Five Year Plan which postulated a components of final demand. (3) A detailed 
specific objective of poverty eradication along consumption sub model was developed which 
with the elimination of net aid. The task was no enabled commodity composition of total con- 
doubt an ambitious one but the political mood was sumption tobecalculated on the basis of adetaileal 
encouraging, at least initially, as the ruling party expenditure breakdown by twenty seven size 
had beenreturnedto power in 1971 witha popular classes, on the assumption that average con- 
mandate to remove poverty. The work of the sumption level of the three lowest deciles would 
planners was initially a technical one of demon- rise by the stipulated amount. 
strating whether the objectives were at all Several alternative scenarios were worked out 
achievable and if so by what time. to test sensitivity of the results to changes in the 

The statement of the problem in the Approach length of planning horizon and to variations in 
to the Fifth Five Year Pla? can be summarized annual average rate of growth of gross domestic 
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product (GDP) over the planning period [Plan- 
ning Commission, 19731. It was found that a rate 
of growth of 6.5 per cent in GDP eliminated 
altogether the decline in the average level of 
consumption of the first three deciles, whereas 
with a growth rate of 5.5 per cent as adopted in 
the 'preferred variant' of the model, the three t9p 
deciles could not maintain their consumption 
levels. Lengthening the time horizon had the 
predictable effect of reducing the rigours of the 
redistribution process. 

Interesting resdts were obtained on the pro- 
duction side. Provided agriculture could grow at 
around 4 per cent per annum in lerms of value 
added, it was possible to meet the consumption 
target for the poorest deciles. While tK 'S was 
substantially higher than so far, it was not an 
altogether impossible target. There were clear 
indications that the 'luxury goods' sector, defined 
as items which figured more or less exclusively 
in the consumption baskets of the fusttwodeciles, 
must grow at a slower rate. But the rate of growth 
in the so-called heavy and intermediate sectors 
was fairly high, and practically invariant to 
changes in the redistribution coefficient There 
were two main reasons for this result. First, the 
model had a considerable anlaunt of import 
substitution built into it, because of the assump- 
tion relating to net aid; and second, new agri- 
cultuxal inputs were purchased from industrial 
sectors as energy, oil, and fertilizers. Given that 
imports were limited by the exogenously stipu- 
lated growth rate of exports and a diminishing 
inflow of net aid, these intermediate and capital 
goods sectors showed a rate of increase of around 
7-8 per cent per annum. 

It was clear from these exercises that in so far 
as there were major supply constraints on meeting 
minimum needs, India's economic strategy 
needed to pay greater attention to agriculture and 
energy. 'Food' and 'fuel' emerged as the leading 
s e c t o r s , ~  there was at that time significant excess 
capacity in sectors such as steel. The weak point 
of the model adopted in the Approach was its 
formal neglect of the relationship between pro- 
duction and income distribution. The model did 
not solve for incremental income flow by size 
classes. While the link between denland and 
production was allowed for in terns of varying 

propensities to consume different commodities, 
the reverse link from production to demand was 
not included in the formal description of the 
model [Tendulkar, 1974, p. 391. 

Despite all its limitations, the main message of 
the model was quite clear. It showed that if the 
growth rate of around 5-6 per cent per annum was 
about the maximum one cauld have, it was 
impossible to bring about a significant reduction 
in poverty, howsoever defined, without attacking 
the problem directly. A higher growth rate was 
likely to be self-defeating unless it was rendered 
possible by large-scale transfer of external 
resources. Further, the market-determined com- 
modity vector was far from what was necessary 
if basic needs were to be met Despite aggregation 
biases and rigidities inherent in the assumptions 
relating to foreign trade, the pattern of growth of 
different commodity-producing sectors was 
shown to be a function of two sets of choices: (a) 
present-future choice, and (b) tolerance for 
inequality in consumption. While the 'oil crisis' 
and the inflationary pressures genemtedas a result 
of serious harvest failures in 1972-73, mitigated 
only p d l l y  by a recovery in 1973-74, made it 
imperative to redraft the Approach to the Fifth 
Five-Year Plan and to corisiderably dilute its 
ambitious redistribution objectives, the idea that 
planning of appropriate investment levels by 
commodity-producing sectors was necessary, but 
by no means sufficient, persisted in the context of 
public discussion relating to pverty eradication 
programmes. These additional conditions 
implied the use of additional instruments of pol- 
icy, which in a fully planned economy could be 
reduced to achieving appropriate relationships 
between prices and wages (in the vectorial sense) 
but in a mixed economy with extensive under- 
employment required more direct intervention in 
the economic growth process. 

As aresult, when the Sixth Five-Year Plan was 
formfilated in 1980, a number of poverty eradi- 
cation measures were introduced. The impact of 
these measures, which basically consisted of ~ a l  
employment programmes of different types along 
with programmes for self-employment aimed at 
improving the productivity of small and marginal 
farmers and rural artisans, has been much dis- 
cussed, and there has been considerable criticism 
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from different parts of the political spectrum. productivity of land through greater diffusion of 
Even leaving out considerations of ideology, technological improvements which would not 
there is considerable difference of opinion on add to the existing pressures of unemployment 
what these programmes have achieved. The dis- and inadequate employment. - - 
cussion is complicated by the fact that experi- 
ences in different parts of the country differ a great SOME CURRENT ISSUES OF ECONOMIC WUCI 

deal. Interdependence between Agriculture and 
While the empirical evidence is somewhat Industry: me argument that a higher rate of 

mixed, we need to discuss what kind of redis- growth of agriculhue, other things remaining the 
tributive policy frame can be devised within the me, will exert a favorable influence on the rate 
parameters of the mixed economy which prevails of growth of industrial production is, of course, a 
in India. In this respect, one's perception of the one. A prominent exponent, Kal- 
possibilities of the system, in terms of the ability dor, importance not so much to agricul- 
to take redistribution decisions in the face of tual but to agricultural surplus. He 
deeply entrenched interest groups, is as important wrote, "Indeed, the ratio of agricultural 
as the understanding of structural constraints. prduction to the self-consumption in the agri- 
Further, a distinction must also be drawn between cultural sector, which is invariably low in coun- 
impact effects and long-term responses. tries where agriculture is backward, is perhaps the 

Briefly, it seems that, within the kind of political best available indicator of the development 
system that India runs, from the point of sus- of an economy" [Kaldor, 1967, Pp 
tainability, the most significant redistributive 55-56]. ~f the argument put forward by Mahala- 
measures will centre around improving the nobisrested upon viewing capital as 'machines', 
productivity of small and medium farmers, Kaldor's argument here views 'capital' in the 
especially thoseengaged in the production o f f  early stages as primarily food advanced to 
grains, along with an employment guarantee workers, a veIy classical concept indeed. How do 
scheme in t.he m a l  areas.Thiscanbe significantly the two arguments link up? One would appear to 
supplemented by a Programme of education, suggest additional generation of agricultural 
health, and nutrition, each of which has major surplus as the first pre-requisite for accelerated 
effect on improving productivity besides con- growth and industrialization, whereas the other 
ferring substantial consumption benefits. A pro- places emphasis on the building up of machine- 
$ramme of population limitation can also serve making capacity. 
as a redistributive measure, but it is unlikely to AS usual, the argument can be betkrlln&rstood 
get off the ground in a decisive way, especially in by distinguishing carefully between the implicit 
the m d  areas, unless the above programmes are premises. One of them is that agricultural pro- 
implemented with a vigour they have lacked so duction is more or less autonomously determined. 
far. Though redistribution of land, which tradi- As Kaldor put it, 'Agricultd production has an 
tional radical thinking would hold to be the key autonomous momentum which is mainly depen- 
element in a redistributive programme, is not on dent on the progress of land saving, as distinct 
the it is certainly possible to do a great deal from labour saving innovations [Kaldar, 1967, p. 
more in relati011 to security of tenancy, conditions 561. Here Kaldor seems to un&rs&ate the impor- 
relating to crop-sharing contracts, and improving tance of purchased inputsin agriculture. As Table 
the working conditions of agricultural labour. 2 clearly shows, in the post-Green Revolution 

Thus in the approaches adopted by the Fifth and period, this ratio has gone up by a high growth 
Sixth Five Year Plans, there was a shift in factor. Mahalanobis would have placed emphasis 
emphasis away from the earlier so-called heavy on this point, and looked upon the increase of 
industry bias, to a strategy centring around 'id' machine-building capacity as facilitating this 
and 'fuels'. It became quite clear that with a process. As a matter of fact, during the fifties, both 
growingpopulation and limited natural resources, industry and agriculture increased substantially. 
emphasis had to be placed on impoving the Agricultural growth was in a sense autonomous. 
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It was largely brought a b u t  by area expansion 
and better regional specialization and it did not 
compete in any significant way for scarce 
investable funds. However, in the mid-sixties, 
industrial investment stagnated and agricultural 
investment had to be stepped up to compensate 
for the exhaustion of these two major sources of 
growth. The question of striking a better balance 
between the two somewhat different concepts of 
'capital formation' arose in a rather painful way 
during the seventies, and there had to be a change 
in both the nature and pace of industrialization 
consequent on the changing input requirements 
of agriculture. 

We have so far assumed the case of a closed 
economy. But most economies are 'open' to 
varying degrees, and the Indian economy is also 
an open economy, although the ratio of both 
imports and exports to GDP is rather low. In an 
open economy, industrialization can receive a 
further push from import substitution, at least up 
to a point. It has been argued that Indian indus- 
trialization in the first part of its planning expe- 
rience was based largely on easy import 
substitution and that, during the mid-eighties, 
when India has reached a high level of agricultural 
production, emphasis should now shift towards 
industrialization, with a11 export market in view. 
In other words, since India has achieved a fair 
measure of food self-sufficiency and is in fact 
likely to meet ademand constraint f m g f i c u h a l  
products, the Xaldor argument, it is now held, 
justifies our shifting attention to international 
trade in a much greater measure if we are looking 
for acceleration of growth in industrial produc- 
tion. 

The argument is not without some basis, for the 
strength of the industry-agricultwe linkage seems 
to have weakened somewhat over three decades 
of planning. There are several ways of substan- 
tiating this proposition. One way is to estimate 
the elasticity of GDP in manufacturing with 
respect to GDP in agriculture. During the 1950s 
this magnitude was of the order of 2.19, but 
declined to 1.77 in 1- and rose slightly to 1.88 
in the 1970s (Table 3). The coefficient for the 
entire period from 1970-7 1 to 1983-84 was 1.76. 
The magnitudes are not significantly affected if 
lagged ratios are computed. 

Thus a qualitative change is clearly there, even 
though not as substantial as some would argue. 
This change is explained possibly by four major 
forces which have pulled down the growth- 
stimulating effect of agriculture. First, the 
increase in agricultural production has been very 
substantially confined to food grains (Table 4). 
Commercial crops which enter into industrial 
processing have shown much lower rates of 
increase, posing constraints for indusmal 
expansion. This is corroborated by the decline in 
theelasticity coefficient of GDP in manufacturing 
with respect tonon-food grains production in the 
1970s as compared with the 1950s (Table 5). 
Secondly, the effect of a rise in the amount of 
purchased inputs used by the agricultural sector 
has spilled over into the balance of payments, 
creating a proportionately larger increase in the 
import demand for petroleum-based products. 
Thirdly, industrial production has been propelled 
to a greater extent than before by a fast rate of 
increase in the demand for consumer durables, 
which are often highly capital and import- 
intensive. Fourthly, the Indian capital goods 
sector has increasingly faced competition from 
imports, as a direct function of the changed 
policies adopted. Thus, a substantial increase in 
demand for oil exploration and drilling equipment 
has stimulated demand outside the Indian econ- 
omy, as these could be better met from foreign 
sources. All these would imply that the nature of 
the stimulus presented by agricultural growth 
may have weakened in intensity during recent 
years. 

However, despite a downward drift i n  the 
elasticity coefficient, the influence is still sub- 
stantial, as the coefficient is still about 1.8. If 
certain policy changes which are desirable in 
themselves (or for balance of payments reasons) 
are introduced, the picture can alter substantially. 
First of alI, the unbalanced nature of the product 
mix originating in agriculture still phys a very 
major role in limiting the impact on industrial 
expansion. The production of edible oils, other 
fats, and medium-staple cotton is expanding at 
slower rates than grain production, - an imbalance 
which needs to be corrected. Possibly more is 
needed for rapid industrialization than main- 
taining a satisfactory performance in agriculture, 
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particularly because agriculture itself has become rates of return on prospcxtive capital investment 
more import-dependent than before. If imports are low. Why? Dr. Bhagvan observes: "By the 
are to be secured through greater exports, we have early 1970s. India had achieved near total self- 
to secure greater levels of competitiveness in sufficiency in its capacity to produce most of the 
manufactured exports. Or, if we would rather standard modem capital goods required by Indian 
produce them at home, such as fertilizers and industry. However, this remarkable manufactur- 
chemicals, our productivity must rise signifi- ing capacity has not been accompanied by any 
cantly. Either way, the efficiency of the industrial significant acquisition of design-capacity. Thus, 
sector has to improve. In other words, with an the manufacture of technology con~~nues along 
increase in the marketed surplus of food grains 'outdated' lines, based on the knowledge 
and an overall increase in industrial diversifica- importedin the 19QOsandwly 1970s ... With the 
tion, priority may have to be given to improving exception of machine tools, R&D developments 
efficiency in the indusVial sector. The question is in public sector capital g o d s  firms are stagnating 
how best this increased efficiency can be with no significant technological innovations to 
achieved. An influential body of opinion would their credit. Equally, there is very little R&D work 
suggest that the key lies in technological of significance going on in the private sector. 
improvement, and that this can be brought about Incentives towards domestic R&D activities and 
most easily by increasing the 'openness' of the technological innovations are being severely 
Indian economy. undercut by the continuing policy of liberaliza- 
Technology, Capital Goods, and Growth: One tion of technology imports and of promotion of 
widely diagnosed cause of India's growing lack technology agreements with foreign f m s  
of competitiveness in the international markets is (agreements already add up to a huge number)" 
the so-called 'technological lag'. Indian economy [B hagvan, 19851. 
is often described as a 'high-cost economy', and If this is m e ,  the present shift in the policy mix 
among the factors responsible for the high level may create more problems for the future than is 
of costs, a prominent role is given to the 'obsolete' generally recognised. The present policy of lib- 
technology utilized in Indian industry. Quick eral imports of know-how and capital goods 
elimination of this lag takes the form of liberal together may in fact be based on mutually 
imports of know-how andcapital goods. Statistics offsetting forces. While access to new knowledge 
on growing foreign collaboration agreements and is a positive factor for future growth, domestic 
on the import of capital goods suggat that the costs of production are unlikely to come down if 
current government policy is much influenced by simultaneous liberal imports of capital goods act 
the above diagnosis. The number of foreign EargeIy as substitutes for domestic production. 
collabration agreements in force was 262 in Inducement to invest may suffer correspondingly 
1978; it increased M 384 in 1981, 590 in 1982, unless the prospective demand for final products 
673 in 1983, and more than 700 in 1984. is large and growing. 

It is, of course, too early to assess the impact of If the induction of new technology is largely 
these policy changes. But it may be useful to influenced by considerations of short-term prof- 
consider anumber ofanalytical issues which have itability,and if short-term demand is significantly 
a bearing on the problem of technological back- determined by India's prevailing pattern of 
wardness. Fust, the importance that was attached income distribution, it is very likely that the 
in the Second Five Year Plan to the development impact of today's liberalized import policy 
of a 'machine tools sector' was based on the regarding capital goods will b e  largely confined 
understanding that an efficient and diversified to the sector serving consumer durables. Whether 
sector producing machine tools was likely to help this will serve as 'incentive foods' for the Indian 
substantially the production of capital goods over middle and upper classes and make them more 
a wide spectrum of uses. Neverrheless, India productive (an Indian version of supply-side 
loday goods sectm relatively economics). or whether it will prevent large-scale 
backwardand capia  costs relatively high, SO that smuggling of auactive luxury goods from 
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abroad, and thus help in saving foreign exchange, 
it is difficult to say. 

An important sector of technology policy has 
been the energy sector. If one considers that the 
so-called 'non-commercial energy' still accounts 
for nearly 40 per cent of our total consumption of 
energy, the entire perspective alters. India has so 
far been able tomeet its energy requirement.. for 
a fast-growing population on an extremely 
modest basis precisely because far-reaching 
ecological degradation has provided the short- 
term cushion. However, this is not the way to go 
about meeting the energy requirement for years 
to come. The currently prevailing elasticity of 
energy consumption with respect to gross 
domestic product is estimated to be around 1.3. 
This has serious implications for India's tech- 
nology policy, In so far as commercial energy 
consumption is still dependent significantly on 
coal, directly as coal, and indirectly on coal 
through electricity generation based on thermal 
plants, technological changes having significant 
implications for coal handling and beneficiation, 
long-distance transmission of power, and so on 
would appear to have priority over many others. 

Perhaps the most important breakthroughs 
called for are in areas such as utilization of solar 
energy for pumping purposes, biotechnological 
changes involving direct fixation of nitrogen in 
the soil, and other such advances which make the 
large-scale imports and investment of oil or oil- 
based products less necessary. It may be said that 
these are highly futuristic technologies, but there 
is little doubt that these technologies are going to 
come, sooner or later. This means that adequate 
preparation, including building up human skills 
and institutional infrastructure for these purposes, 
must proceed without delay. The difficulty is that 
there are short-term options that the market, left 
to itself, would much prefer, especially if the 
pricing policy favours a 'convenience' fuel such 
as diesel oil or kerosene. The rate at which India's 
hydrocarbon consumption has been allowed to 
increase since 1980 seems to indicate that pending 
further discoveries of larger oil-bearing basins, 
India is likely to face a major energy crunch in 
the early nineties. 

India's technology policy for the f o d b l e  
future must emphasize the development of design 

capabilities for sectors such as chemicals and 
fertilizers where a s~lbstantial growth of demand 
can be expected and where existing capabilities 
are quite inadequate. The present policy talks 
about avoiding repetitive import of technology, 
but the practice does not confirm it. This is again 
an area where effective action is called for, which 
will prevent monopoly gains from accruing to 
certain privileged parties on the one hand and 
avoid undue bureaucratization on the other. 
Capital-Output Ratio in the Indiun Economy: 
There isprima facie evidence that the incremental 
capital-ouqut ratio (ICOR) in the Indian econ- 
omy rose sharply from the mid-fifties to the early 
eighties. Thus, the rate of gross saving increased 
from 9.5 per cent in 1951 -52 to 22.3 per cent in 
1983-84, after reaching a peak of 23.4 per cent in 
1979-80 (Table 6); and the marginal rate of saving 
reached a high of 26.3 per cent during the 1970s 
(Table 7). On the other hand, the rate of growth 
of GDP has not displayed a corresponding 
acceleration (Table 8). However, a closer 
examination of the data suggests that the rise in 
incremental capital-output ratio may not have 
been as high as it appears at first sight. First, the 
high rate of saving in the period 1977-86 seems 
to have been in part due to exceptional factors as 
it has since decliried, reaching 22.1 per cent in 
1984-85. Thus, if the incremental capital-output 
ratio rose during the late sixties and early sev- 
enties, it appears to have come down somewhat 
in the course of the last two five-year plans (Table 
9), since the annual average rate of growth of GDP 
has been around 5 per cent over the period 
1975-85. Se~ondly, the high figure of 23 per cent 
may involve a measure of overstatement in terms 
of capacity to add to the stock of domestic capital. 
Thus, the Report of the Working Group on Sav- 
ings appointed by the Department of Statistics of 
the Ministry of Planning under the chairmanship 
of K.N. Raj came to the conclusion: "When 
year-to-year fluctuations are smoothened out, and 
both the capital formation and domestic product 
series are estimated at 1970-71 prices, the rate of 
gross fixed capital formation in the closing years 
of the 1970s (about 18 per cent of G.D.P.) turns 
out to be no higher than in the middle of the 1960s 
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and only about two thirds higher than in the open-cast mining is unsatisfactory. The bargain- 
middle of the 1950s (when It was about 11 per ing with the aid donors, bilateral or multilateral, 
cent of G.D.P.)" N j ,  1982, p. 441. is often protracted and the multiplicity of sources 

Moreover, the mere fact of an increase in the from which technol0gY and equipment are 
incremental capital-output ratio would not justify obtained create problems like lack of standard- 
the wnclusion that "the policy we have followed ization, and the absence of pare parts. On top of 
forcapital formation... hasbeenerroneous" [Rae, all this, there is an element of p~fiticization of 
1983, p, 1611, TO deduw any operational con- publicinvestment decisionson matters relating to 
elusion, one would at l m t a  decomposition hcation. fi@uml matters including lack of 

increase in the ICOR acading to =tors adequate monitoring, have possibly contributed 
GDP, on the one hand, and most to avoidable delays and Consequent Over- 

changes in capital productivity at the sectoral capitalization of projects in sectors such = power 
level (after making suitable adjustment for vari- and sfeel. Increase in prices of imported 
ations in lag s m t m  of investmenu) on the equipment has been a significant factor from the 
oher. Tables 10,11, and 12 t h W  some light on mid-seventies onwards; lack of suitable upgrad- 
these issues. ing of technology has made the Indian capital 

For insma, fhere has a general iKreape goods "or a less attractive source of equipment 
in the mount of C-nr inpu& going inu, a*- pufch~e ,  while imports have only rmently been 
culture (Table 13). As a proportion of total value liberalized. 

ofoutput, the total value of current input has gone It is also necessary to point out that Indian 
indusuy has not shown any tendency for unit costs up from about 0.197 to0.275 over the period from U, cme down wim an imesse in the volume of 

1970-71 to 1981-823 wherras as a P ~ ~ P ~ ~ ~ ~ ~  Of oupu~ m i s  is partly because, fist, the market for 
total '"Pu', i"~'" P W C ~  from comme~ial final indushl  p r d u c ~ ,  hn for a p -  
sources gone UP lrom to 0'403 b a d  g& such a bxtiles, is still relatively 
14)' Thus been both increase in small and is not growing fast enough, except for 
Capid (fued and dLrctly ""* by a few items such as transistors, synthetic fabrics, 
agicultun, as well as a change in the elements klevision and like and lhat is highly 
cOnscilucing the inm-indusQ' me proteeled. Second, public investment has shown 

impsct Of both types Of change has an erratic pattern of growth from the mid-sixties 
imp'i* that the henmy 'Ow has a onwards causing excess capacity i n  some sectors 

percentage of bbd investment to maintain ,d supply boaen@ks in ohers. Third, lhe rate 
the same * of wwth in fual mnsumption of growth of real public investment, excluding 
Of agricularral prduce lhan in the ffies and the inventory investment, has slackened off from the 

sixti=, when agriculm expansion largely mid-sixties onwards; it fell from around 14 per 
took the form of an increase in the area cultivated. ,nt in 1 950s to around 3.4 pu cmt in 

agriculrural and infrasrmcturPl muire- 1960s (Table 15). The causes and implications of 
JTlents taken together explain a considerable part this are far-ranging and we turn to them, 

the rise in the hXeIIlental capital-output ratio, Resources Mobilization and Public Sector 
design and tardy im~lemenwbons an also Inws-t: mekey question is: Can Indim mure  

partly for excessive capital-output resources for stepping up the rate of public 
ratios in sectors such as  irrigation and power. investment?  en: stimulation of monetary 
Delays in the completion of p fob t s  have Con- demand is obviously not a wise course to follow. 
tributed to the increase in the There are many slacks in the system, but they are 
ca~ id-ouqut  ratio. The reasons are many. not in the areas which can be significantly acti- 

~ d l m s  are grossly inadequate and vized by mere stimulation of monetary demand 
initial allocations of funds are insufficient. through what is called deficit financing, which 
Monitoring of the progress of major construction amounts to little more than printing money. Can 
projects in sectors such as higation, power, one think of doing it through taxation? If one 
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looks at India's tax policy as it has evolved over 
the last thirty years, one notices a significant 
increase in the tax to GDP r a t i ~  over the period 
as a whole (Table 16). This increase is largely due 
to an increase in i n k t  taxation. Even more 
important, a very large part of the reven* througla 
indirect taxation is raised from a handful of 
commodities (which include severd major 
industrial intermediates), which leads to signifi- 
cant cascading effects. In addition, heavy import 
duties, including on capital goods, were levied 
primarily to raise revenue but were also justified 
on the ground of 'self-reliance'. Direct taxes on 
incomes in organized sectors were kept nominally 
very high for a long period, but their collection 
seems to have left much to be desired. Evasion 
was always widely spread, and increased over the 
years. A programme of tax reduction was started 
in 1976 but was most notably accelerated in the 
fiscal budget for 1985-86. There seems to be a 
kind of consensus amongst fiscal experts that a 
nominally higher marginal tax rate does not 
correspondingly imply a higher level of tax rev- 
enue. In fact, it may lead to the enlargement of 
the so-called 'black economy', whose size it is 
difficult to estimate but impossible to ignore. 

There is a proliferation of the unorganized 
industrial sector which is an almost complete tax 
haven. Furthermore, while agriculture has pros- 
pered in many states and has created a class of 
prosperous farmers, there is hardly any attempt at 
raisingresources though direct taxation. What is 
more, both the unorganized industrial sector and 
prosperous agriculture receive significant subsi- 
dies, such as fertilizer, power, and irrigation 
(Tables 17 and 18). 

We are therefore faced with a situation where, 
for the fxst time in India's planned development, 
the balance from current revenues at 1984-85 
rates of taxes for the Seventh Plan period 
(1985-90) is placed at a negative amount of (-) Rs 
52,490 million. So far as India's budget is con- 
cerned, the balance from current revenues works 
out at (-) Rs 120,110 million for the same period. 
This is explained by large increases under three 
headings: subsidies, interest payments, and 
defence. While expenditure on defence is 
explained by factors largely exogenous to the 
planning process, the other two items do directly 

reflect the method of plan financing adopted, as 
well as &he changing balance of class forces, as in 
particular they reflect the transformation of rich 
peasantry from being a 'a class in itself to a 'class 
for itself'. We should note that the govemment 
budget has c m e  under pressure even with a 
favourable succession of good monsoons; in the 
pre-Green Revolution years, govemment 
resources dipped only when harvests failed on a 
large enough scale. 
Can we reasonably hope for a large step-up in 

the rate of real public investment, given the 
present constellation of social and economic 
forces? In fact, there is a growing body of public 
opinion that would appear to favour a policy of 
encouraging upper-class consumption on the 
ground that this would stimulate private invest- 
ment through the usual acceleration-type mech- 
anism as well as through incentive effects. Their 
logic would appear to be the following. Indian 
consumer goods are currently overpriced because 
of scale diseconomies as well as technological 
obsolescence. On top of these two structural 
factors, they bear heavy indirect taxes. The 
argumentruns that if indirect taxes were tobevery 
significantly reduced, these reductions would be 
passed on to the consumer and demand would 
widen substantially. Combined with liberal 
imports of latest-vintage technology and the 
choiceof optimum scale, India will progressively 
be able to move towards a 'low-cost economy', 
which will also make it iniernationdly more 
competitive. 

There are, however, two major snags in this 
argument, apart from issues of equity. First, 
infrastructural constraints, especially in the form 
of power, are highly capital intensive. Even if the 
share of public investment in total investment is 
reduced, this will only mezn 'financial savings', 
as a lot of potential output may be lost because sf  
non-availability of power, transport, and so forth. 
Some substitute for public investment must k 
found in these areas. Secondly, there is going to 
be an adverse impact on the balance of payments 
situation resulting from liberal imports of capital 
goods which will act at least initially as a sub- 
stitute for domestic production. Furthermore, this 
direct effect will be strengthened by the import of 
oil, which always goes up whenever there is 
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power shortage arising from fluctuating genera- 
tion accompanied by generally insufficient 
investment in transmission and distribution. 'She 
policy, therefore, is likely to generate in the fmt  
instance short-term rents to certain sectors, 
inflationary problems in the economy as a whole, 
and additional problems for the balance of pay- 
ments. Only through the sustained inflow of 
external capital, along with the social and 
economic costs of increased dualism, car1 this 
policy be made to work. 

Under the present constellation of forces, the 
ability to maintain a satisfactory rate of growth of 
real public investment seems to be essential as a 
growth-promoting force. However, this does 
require major decisions aimed at mobilizing 
resources from sectors which have significantly 
benefited from the development process. Major 
areas for resource mobilization today are all 
directed by pressure groups, which in the atmo- 
sphere of competitive politics tend to be opposed 
to any form of taxation, or for that matter even to 
concede the need for payment for services pro- 
vided by the government. There is considerable 
scope for large-scale stepping up of surplus from 
public enterprises in sectors such as coal, trans- 
port, steel, and fertilizers, the type of managerial 
culture that is needed to realize a higher level of 
productivity of capital and labour cannot be 
reached with the present style of running public 
enterprises. 

Meanwhile, the fact that the present financing 
system continues to operate without generating 
large-scale inflationary pressures is due to a 
combination of two factors. First of all, public 
investment has been heavily biased in favour of 
infrasmcture, and very legitimate demands from 
sectors such as health, education, and housing 
have been vested sparingly. Secondly, with the 
system of nationalized banking that India has 
adopted, the government has been able to secure 
command over financial savings of the commu- 
nity at largely negative real rates of interest. This 
has been aided to a certain extent by the financial 
deepening that India has experienced, a matter of 
some positive significance. Both these devices 
have serious limitations. The fmt has hurt India 
more than official thinking admits, as large 
human resources remain untapped. The second 

has technical limitations which render the mon- 
etary authorities incompetent to regulate the 
money demand for goods and services, should the 
heed arise following harvest failures and/or a 
'foreign exchange crunch*. 

Hence, if India is to achieve a rate of growth of 
around 5 per cent per annum, along with single- 
digit inflation and some alleviation of poverty, 
methods must be found to broaden the tax base, 
to use existing capital and labour resources more 
efficiently, and to provide adequate outlays on 
certain forms of public consumption such as 
health, education, and nutrition, while also 
ensuring more equal access on the part of deprived 
sections of the community. The policy mix that 
India is going to evolve during the nineties must 
pay due attention to each of these points. 
Foreign Trade: Performance and Prospects: The 
inward-looking'character of the industrialization 
process has been one of the more persistent traits 
of the strategy of planning that India originally 
adopted during the mid-fifties. The Second and 
Third Five Year Plans registered high rates of 
industrial growth even when the export per- 
formance of the economy was pretty unsatisfac- 
tory, demonstrating the scope for growth based 
on domestic demand accompanied by import 
substitution. But in the mid-sixties it became 
evident that the process of industrialization could 
not continue on the same basis as  in the past. A 
group of scholars and administrators boldly 
argued for a 'devaluation' of the Indian rupee to 
make Indian exports more competitive, along 
with P policy for the liberalization of imports. In 
the event, liberalization of imports could not go 
very far because of the foreign exchange con- 
straint; there was no significant increase in the 
flow of aid consequent on the devaluation of the 
rupee by a substantial margin. Exports also did 
not increase as anticipated, and reasons for this 
have been much debated. Some have blamed the 
timing of the devaluation, while others have 
argued that the effective quantum of devaluation 
was much lower than the nominal one. Yet others 
have argued that the supply elasticities of 
exportables wen, in general, rather low. Sectors 
such as engineering did show some increase, but 
mostly because significant excess capacity had 
emerged in  the capital goods sector as a result of 
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slackening in the tempo of public investment. It 
may be seen from Table 19 that during the 
seventies, Indian exports put up a much better 
performance. Between 1970-71 and 1981-82, 
exports increased nearly five-fold at current 
prices, implying an annual average rate of growth 
of 15.9 per cent. The quantum index rose at a 
lower rate (around 7 per cent), and the net terms 
of trade moved against India from 1973-74 
onwards, although the initial sharp deterioration 
in the wake of the first oil-price rise was partly 
restored by 1977-78 until the second round of 
oil-price increase in 1979 pushed it down again. 
During the years 1982-83 and 1983-84, exports 
at current prices grew at less than 15.9 per cent 
which was the average rate of growth over the 
period 1970-71 to 1981-82. The quantum index 
for these years is unofficially estimated to have 
increased only by around 3 per cent per annum. 

The remarkable performance of exports from 
1972-73 to 1976-77 was due to the conjunction 
of several favorable factors, such as the com- 
modity boom of the early seventies which con- 
tinued till 1974, the opening up of a large market 
for Indian exports in the oil-rich Gulf countries 
consequent on the first oil price hike, the increase 
in project and turnkey exports, and finally to an 
effective devaluation of the rupee because of its 
link with sterling until 1975. Since then, the 
exports have not performed as well. In explana- 
tion, the following major factors can be men- 
tioned: (a) the decline in import demand arising 
from developed countries as they slipped into the 
Great Recession, since 1980, (b) the protectionist 
measures adopted in developed countries, which 
negatively influenced Indian exports in the areas 
of textiles, garments, shoes, iron and steel, iron 
ore and leather; (c) the fall in unit values of some 
key Indian exports; and (d) infrastructural con- 
straints within India in areas such as power and 
transport. Right now, export prospects look rather 
bleak, even though the Seventh Plan, currently 
adopted, has projected a real export growth of 7 
per cent. The present fiscal year, 1985-86, is 
unlikely to show any export growth even at 
current prices over the previous year. 

Even if India were to follow a policy leaning 
heavily on export promotion, its export per- 
formance in the medium run will have to reckon 

with certain important constraints. These are: (1) 
On present indication it appears unlikely that the 
world will experience in the near future a rate and 
pattern of recovery which will exert a signifi- 
cantly favourable effect on exports from less 
developed countries (LDCs), both in volume 
terms as well as on their terms of trade. (2) As 
some of the major semi-industrialized countries 
also happen to be heavily indebted, they will need 
to run export surpluses to pay back their debts. 
This may imply severe competition in sectors 
where India may wish to step up its exports. (3) 
Sectors where India can step up exports with little 
additional effort but with a change of policy, such 
as textiles, Will continue to receive heavy pro- 
tection in the rich country markets. (4) India is 
unlikely to be able to overcome the foreign 
exchange constraint during the process of trans- 
ition which any significant shift from a relatively 
closed economy to an open one will entail. 

These assumptions relate to the international 
environment, but certain domestic factors must 
be mentioned as well. India's infrastructural 
support base is not adequate enough for a major 
export thrust, as everybody admits. However, 
improving it is not easy. India does not run a very 
centralized system of management so far as 
infrastructure is concerned. Power supply, a 
major input into export production, is mostly in 
the hands of state governments. The railway 
management system leaves a lot to be desired, and 
the state highways are not of the best quality, to 
put it mildly. Improvements in these areas are in 
principle possible, but they cannot be taken for 
granted. Secondly, there is the problem of infla- 
tion. Unless suitable domestic policies are fol- 
lowed, the rate of inflation in India, in comparison 
with the rate currently prevailing in the 
industrialized countries, will erode India's com- 
petitiveness. Thirdly, there is the intriguing fact 
that countries which have done particularly well 
on the export front also happen to be countries 
with strong authoritarian political regimes. Some 
economists have maintained that labour market 
corlditions have played a major role in the export 
success of the newly industrializing countries 
(NICs). The evidence on this point is sufficiently 
important to make it pertinent to raise doubts 
whether the open democracy that India maintains 
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can beequally efficient on the export front. These 
realities cannot be wished away while making 
projections for export growth. India should 
probably rely more on specific sectors with some 
demonstrable export potential; devise a mix of 
policies that aim at penetrating specific inarkets 
which are geographically or otherwise well 
situated from its point of view; maintain an 
exchange rate regime along with other competing 
countries; and minimize budgetary burdens while 
ensuring that exporting remains a profitable 
activity. 

?'he idea that liberalized imports are likely to 
stimulate export growth is not altogether without 
foundation in a few sectors such as engineering, 
but it is possibly too facile toextend it to the whole 
industrial spectn~m. India's balance of payments 
is likely to come under pressure unless we carry 
out a policy of import substitution in certain 
crucial sectors. These sectors include energy 
(especially the replacement of imported hydro- 
carbons by greater domestic production of oil, 
gas, and coal), edible oils (which rank today next 
to mineral oil in our list of imports), and nitrog- 
enous fertilizers. These are sectors where demand 
is large and fast growing. There is little doubt that 
India has been able to manage a rate of growth of 
GDP of around 4.5 per cent with a very low debt 
profile for the last ten years because it did not have 
to import food in large quantities, and sucwxded 
in raising domestic oil production substantially 
from a fairly low base in 1974. In the years to 
come, one can expect the tempo of increase in oil 
production to slacken and the gap on the edible 
oils front to widen unless major steps are executed 
with suitable expedition. While the former is 
partly a matter of luck, the latter would relate to 
more effective planning within the agricultural 
sector itself, where significant inter-crop imbal- 
ances have emerged. 

PROBLEMS OF PUN IMPLeMFXTATDN 

Indian plans are often said to be good on paper 
but rarely good in implementation; that they 
project their objectives well and also indicate 
necessary directional changes but they do not pay 
enough attention to issues of feasibility. If so, 
Indian plans cannot be said to be good even on 
paper because a good plan must minimally 

attempt a proper appraisal of the feasibility of 
what it normatively postulates. Another opinion 
is that the plans may be both feasible and con- 
sistent on a very high level of aggregation but are 
unlikely to work in practice, not merely because 
feasibility and consistency at a high level of 
aggregation can prove very misleading, but 
because of the many actors involved whose 
decisions cannot be influenced in the desired 
directions. For instance, plans have often proj- 
ected that if certain inter-atoral balances are 
maintained, the plan should be able to generate a 
certain rate of growth of employment, or a certain 
reduction in the current account deficit on the 
balance of payments, which did not in fact 
materialize. One possible explanation is that plan 
models wen improperly specif ed; that they 
failed to capture the true state of underlying 
structural relationships. Thus, it is possible that 
employment elasticity of output was put at a very 
high level, or that projections on the side of 
exports were too optimistic. But it is also possible 
that plans did not work because the desired 
co-ordination of activities among different actors 
was faulty, either because 'messages' were faulty, 
or because they were transmitted with delay, or 
went contrary to the specific interests of the actors 
involved and were therefore evaded. 

In general, implementation failure arises from 
(i) inefficiency in gathering relevant information 
with needed precision; (ii) delayed response to 
changes in the underlying situation; (ii) lack of 
competence or even motivation in agencies 
responsible for implementation. There are two 
important sub-cases (a) publicly owned agencies, 
which operate largely according to 'non-price' 
signals (such as government 'orders'); and (b) 
private agencies, whose behavior can be 
approximated with the help of profit- 
maximization models; in the latter case, the plan 
may have projected a product mix on grounds of 
social desirability which may not be optimal for 
the agency concerned, and drere is then a tendency 
to 'avoidance' which can lead to distortions. 

A useful elaboration of condition (iii) is to 
distinguish between h e  'strategic' md the 'pa- 
rametric' behaviour of the agencies concerned. 
When the agencies can be expected to behave in 
asuategic fashion, it is necessary to be much more 
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cautious in indicating a plan ta-get, especially in 
sectors involving significant inter-industrial 
linkages. 

The main change in regard to plan implemen- 
tation that has come about in the Indian economy 
over the years is that the scope for strategic action 
by private actors has widened, partly because the 
size of relevant industrial or production units has 
increased, and partly because the distinction 
between politid behaviour and administrative 
direction has been considerably eroded. On top 
of this, changes taking place in the world econ- 
omy have also helped to make the problem of 
production planning a more difficult task, 
especially because the degree of 'openness' of the 
economy has increased in recent years. 

Does this mean that the role of 'planning' 
relative to that of the market has significantly 
altered? Not quite. There is no denying that some 
forms of government intervention tend to distort 
incentive patterns. But, the basic question 
remains: can a market system, especially an open 
trading system, provide the needed set of signals? 
For instance, government intervention to promote 
'learning by doing' has been an impomnt feature 
of Indian industrial an8 agricultural development, 
although not without cost Government policies 
have helped to promote technological change in 
agricultureand it is doubtful whether theobserved 
agricultural growth rate would have materialized 
in the absence of this support. 

Thus, when major structural adjustments are 
called for, they may very well include scope for 
price as well as non-price adjustments. Whether 
the latter would include typical 'quantity' 
restrictions or direct public ownership is an issue 
which can be decided only in the light of the 
specific characteristics of a given sirnation. A 
crucial component of any decision-making pro- 
cess would appear to lie in the ability to obtain or 
generate the necessary information. It is 
extremely doubtful whether the problem can be 
resolved only in price-theoretic terns. Indian 
planning may be rightly criticized for not making 
sufficient use of the price-theoretic dimensions in 
the implementation process. But this does not lead 
to any far-reaching conclusion regarding the 
replacement of 'planning' by 'the market'. There 
is insufficient appreciation of the developmental 

dimension of the administrative process. It is not 
m e  that administrative processes are per se 
inadequate to deal with issues relating to inno- 
vativeness; the exercise of control in large-scale 
corporations has not necessarily inhibited tlleir 
creativity. Hence, if the Indian plans are good on 
paper but bad in implementation, it can only mean 
that planners have used a set of devices which are 
inforn~aiionally inadequate and a set of operating 
rules which are relatively insensitive to con- 
juncturd variations and also insufficiently per- 
missive of autonomous decision-making by 
agents even in areas where they can be expected 
lo be knowledgeable. This implies that while no 
good plan can afford to ignore major issues of 
implementation through incentive-adequate 
devices, it cannot in a structurally backward 
economy rely solely on the market as the instru- 
ment of plan implementation. 
Spatial Implications of the Development 
Strategy: There are several major conceptual 
problerrls hat the space dimension introduces into 
any planning discussion. First, the question of 
transportation costs and the issue of restructuring 
production plans so as to minimize the resources 
involved in transportation cannot be disregarded. 
Secondly, the presence of strong external effects 
in space implies the emergence of polarizing 
influences. Thirdly, the fact that capital in the 
sense of money capital is more mobile than 
labour, especially unskilled labour, can leadl to 
significant differences in the levels of living in 
different parts of the country. Fourthly, the 
standard assumptioil that production functions 
iwolving comrr.adities and services are uniform 
can no longer be assumed to be valid within large 
countries. Finally, social and cultural practices 
tend to vary so considerably in the different parts 
of the country that i t  is not possible to assume that 
the same economic stimulus will produce a 
largely similar response throughout. 

Thus, the large size of a country like India tends 
to increase both the possibilities and the problems 
of planning. On the one hand, it presents the 
possibility of deriving the advantags of scale that 
a large market entails; on the other hand, the fact 
that regions m unevenly endowed tends to bias 
the formulation and irnpIementation of plans in 
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directions which are more conducive to differ- 
ential growth than to regional equity. That this 
has happened to acertain extent cannot be denied. 
It may be said that the problem is better taken care 
of by leaving decision-making to the market. 
Once a political structure is assumed as given, it 
may be argued that the market can be expected to 
cope more successfully with the problem of size 
as it will be less expensive in terms of incentives, 
a more rewarding game than any that a central 
planning authority can play vis-a-vis the subor- 
dinate planning authorities. 

This is a complex question and can only be 
answered with reference to the type of planning 
that is being practised. The presence of external 
effects and problems of scale suggest that 
decentralized planning through the market cannot 
yield optimal results. A market system will spa- 
tially give rise to growth poles whose ability to 
transmit impulses evenly can be seriously 
questioned. Furthermore, the benefits of scale 
will give rise to the emergence of produc tion units 
with the power to manipulate prices of inputs and 
outputs to their advantage. Very likely, these 
powerful market units will gravitate towards 
growth poles and reinforce the agglomerative 
forces with further adverse effects on equity. In 
India, the deficiencies of the market mechanism 
in promoting what plan documents called 'ba- 
lanced regional growth' were implicitly or 
explicitly recognized from the mid-fdties 
onwards. However, the type of planning that India 
adopted has not succeeded in avoiding the dan- 
gers of polarized growth and the problem of 
poverty is beginning to emerge as more of an 
inter-regional problem than before. 

This is not an issue of plan implementation in 
the narrow sense of the term. In part it is related 
to the broader political processes which are 
reflected in the functioning of the federd polity 
that is India. The planning process in India has 
generally recognized several levels of decision- 
making. There are plans formulated at the central 
level and also plans of the state governments and 
union territories. The Planning Commission in 
Delhi produces a plan on a yearly and five-yearly 
basis for the country as a whole, which has to be 
sanctioned by the National Development Coun- 
cil, which consists of the Prime Minister in his 

capacity Chairman of the Planning 
Commission, along with Chief Ministers of the 
states and union territories. 

The relationship between the centre and the 
states is a critical dimension in the planning 
process. While many of the states have by now 
got state planning boards as well as the Zilla 
Parishads and Panchayati Raj institutions which 
reach further down into districts and developnlent 
blocks, the intrastate planning exercise is seldom 
made public or presented as an articulated net- 
work of decision-making. In contrast, the 
centre-state planning exercise is often made 
public, especially in matters relating to the size of 
the plan for each state and/or the location of major 
centrally funded projects. 

The basic idea behind the vertical division of 
responsibilities is that states are likely to do best 
in activities whose 'spread effects' are generally 
felt most conspicuously within the state itself (or 
even within a part of the state), and where infor- 
mation availability is likely to pose less of a 
problem. Thus, areas such as agriculture, small 
industries, health, and education tend to figure 
very prominently in state plans. On the other hand, 
large industrial projects, long-distance transpor- 
tation, communications, major investments in 
mineral development (as in the case of coal, oil, 
etc.)generally come under the central plan. Power 
isa sector wherelarge outlays are incurred by both 
states and the centre. 

The states generally complain that they are 
badly underfunded in relation to their 'felt needs'. 
This has some validity, especially given that the 
overwhelming part of the Indian population lives 
in  villages. But observers who have worked at the 
'grass-roots' level have also often noted that the 
state governments, in their turn, have a lot to 
explain when it comes to the distribution of their 
spending across different regions within the 
states: they tend to favour areas around the capital 
city and areas which have emerged as growth 
poles, and i n  some cases the reason an area is 
favoured is purely electoral. Some have argued in 
favour of inserting a new tier between the states 
and the basic administration units, namely, dis- 
tricts; others favour more adequate planning on 
the state level accompanied by a strengthened 
form of district planning. 
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The chronic resourcedifficulty of the states lies 
in their unwillingness to tap theagricultural sector 
toraise resources. The states have been unwilling 
even to charge irrigation rates to cover mainte- 
nance costs, or to impose appropriate electricity 
tariffs when the consumption of energy is 
growing at a fast rate. State electricity boards, far 
from earning the recommended rate of return on 
investment, often have large deficits on revenue 
accounts. This cannot be ascribed entirely to the 
inability to raise resources from the agricultural 
sector, to be sure. Nonetheless, the fact remains 
that agriculture today is a sectsr enjoying large 
subsidies that can only up to a point be justified 
by the overall need for attaining a reasonable rate 
of growth of agricultural production. Distrib- 
utionally, benefits tend to accrue largely to the 
richer farmers. Those who argue for a restricted 
role for the central government in matters of 
investment allocation are rarely willing b accept 
the need to tax even the richer sections of the 
agricultural sector. 

There is little reason to question the necessity 
for states to spend more on health, education, and 
many other public goods. But it is not possible to 
maintain that this problem will automatically 
solve itself if the power to levy taxes, especially 
excise duties on commodities, were left in the 
hands of state governments. It may indeed help 
the prosperous states, especially those where 
indusrrial development has progressed far and 
Green Revolution-style agriculture prevails; but 
it is likely, if anything, to worsen the situation of 
industrially and agriculturally backward states, 
other things remaining the same. 

Some have come to the view that financial 
institutions, including commercial banks, have a 
major role to play in facilitating an equitable 
transfer of resources. The argument is valid only 
up to a point. mere is litde doubt that the 
portfolios of these institutions are biased in favour 
of the better-off states, but this merely reflects the 
logic of the growth processes in an uneven spatial 
environment,and in part thenatureof the business 
of these institutions. Goals such as equity are 
possibly better met through the open budgetary 
exercises than hidden in subsidized banking and 
other facilities. Obvious bias in favour of the 
well-placed regions ought to be highlighted, but 

a very rigid application of any mechanical rule in 
respect of loanable funds may in the medium-run 
raise more problems than it will solve. 

In sum, onecannot maintain the proposition that 
a larger devolution of funds from the centre to the 
states will in itself provide the necessary stimulus 
for speedier development of the lagging regions, 
even though more adequate funding may very 
well be needed. What is, however, perfectly 
maintainable (and in fact essential) is to augment 
the planning and execution capability of 
decision-makers at lower levels of the hierarchy 
in the light of appropriate perspective plans for 
the development of different agro-climatic 
regions. Location of industrial projects has very 
often been guided by considerations of short-term 
political expediency, whereas the development of 
agriculture h a s  often been  neglected by inade- 
quate investment in research and extension acti- 
vities, to mention one major item where direction 
has come principally from central institutions. 
Conspicuous examples of such neglect have 
become evident in regard to the lagging produc- 
tivity levels of crops grown in rain-fed regions, 
or in the lack of conjunctive use of surface water 
and ground water in the eastern region. 

There is a growing feeling that economic forces 
are helping the regional 'haves' as against the 
'have nots' and that the design and implementa- 
tion of Indian planning has been much too weak 
to neutralize these forces. Leaving things to 
market forces aione will not help because a spatial 
'trickle down' strategy is unlikely to work fast 
enough in a large and heterogeneous country like 
India. There is need therefore to strengthen the 
synergy of the institutional motive forces repre- 
sented by the 'state' and the 'market' and devise 
practical instruments and policies which can 
maintain a proper balance between 'advancing' 
and 'lagging' regions. 

Regionally equitable development strategies 
are not necessarily more expensive in terms of 
capital requirements, as sometimes held, if they 
makebetter use of locally available resources, and 
also pay greater attention to the prevention of 
premature urbanization or excessive growth of 
'primate cities'. In fact, India has a great deal to 
gain from following an appropriate pattern of 
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regional specialization coupled with more ade- 
quate provision of public goods on a regional 
basis. These gains will be reflected directly in the 
f o m  of higher productivity of relatively immo- 
bile resources, ss well as through long-term 
effects on the quality of human life. 

We need to begin with the basic perception that 
there is a basic 'fiscal crisis' in Indian public 
economy. It is deep and pervasive and will require 
a major attempt at resource n~obilization on the 
national scale, without which an adequate solu- 
tion to the centre-state resource problem will 
evade planners and policy-makers. A certain 
rationalization of the pattern of expenditure and 
sources of revenue can obviously be  carried out, 
but no fundamental alteration is possible without 
further raising public savings as a proportion of 
gross domestic product. For quite some time to 
come, resources will have to be transferred from 
prosperous states b backward states, and 
Peakages in the transfer process will have to be 
plugged. The major contributions that central 
government can make in this regard are to raise 
the efficiency of large public corporations, reduce 
the rate of expansion of its own blueaucracy, and 
reduce delays in the completion of large centre- 
initiated projects. It can also contribute by 
maintaining a non-inflationary macro-economic 
environment. 

If Indian society values growth with equity, as 
plan documents repeatedly emphasize, India has 
still a long way to go in adapting institutions and 

aspirations in that direction. Neither the recently 
discussed virtues of the free market mechanism 
nor the earlier panacea of central planning would 
appear to carry much conviction today. Hence the 
task for perspective planning remains to minimize 
avoidable social costs. However, the need for 
flexible adaptable operating mechanisms is very 
much there. Above all, there has to be a much 
greater degree of political consensus on what is 
attempted. India benefited from this in the first 
decade of planning. It is still greatly needed i n  the 
remaining years of this century. No facile con- 
clusiori is warrankd. 
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Element 

Agricultural worken.(million) 

Net area sown, (m.ha) 

Capital stock- net, (Rs million) 

Gross domestic product in agricultum, (Rs 
million) 
Land per worker. (ha) 
GDP per hectare, (Rs) 

Capital stock per hectare. @s) 

GDP per worker, (Rs) 
Capital stock per worker. @s) 

Source: S. N. Raghavan, Report on lmpoct ofAgricdtural Investment, Food and Agricultun: Organisation, Rome, 1984. 
Note: Figures in parentheses represent average annual rate of growth over the previous period. Figure for rupees calculated 
at 1970fl1 prices. 

TABLE 2 SHARE OF MODERN INPUTS IN TOTALINPUTS IN INDIAN AGRICULTURE. 1 9 ~ 5 1  TO 1982183 
(Per cent) 

Period Modem Inputs Traditiaral Total 
Inputs Inputs 

Fenilizers Pesticides Electricity Diesel oil Total 

Source: The basic data are available in various issues of Natioml Accounts Statirtics, CSO. New Delhi. 
Note: Percentage shares of inputs have been computed at 1970fl1 prices. 

TABLE 3. ELASTICITY OF GDP-MANUFAC~URING WITH RESPECT TO GDP-AGRICULWRE IN THE INDIAN ECONOMY. 
1950/51 M 1983B4 

Period 

- 

log YMF, = a, - a, log YAG, log YMF,, = a, + a, log YAG, 

Source: The basic data are from various issues of National Accounts Stattitics CSO, New Delhi. 
Notes: 1. YMF = GDP-manufacturing; YAG = GDP-agriculture. 2. Figures in brackets represent r' valrles. * Significant at 
0.5%. ** Significant at 2.5%. 
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TABLE 4. TREND GROWTH RAW nu AORIC~LWRAL P R O D U ~ O N  nu INDIA, 1950151 TO 1983M 
Per cent per Annum) 

1 95015 1 196016 1 1970l7 1 
to to 

1959160 1%%0 1983184 

All commodities 3.64 1.68 2.62 
Food grains 3.68 1.71 2.68 
Non-foodnrains 3.57 1.59 2.50 
principal non-faodgrain crop 
Oilseeds 3.75 0.93 1.31 
Fibres 3.93 -0.24 2.09 
Sugarcane 4.02 1.69 3.12 
Weighted index 3.86 0.98 2.04 

Source: Based on the index of agricultural production (base: triennium ending 1968169 = 100) available in  Estimahs of Area 
and Production of Principal Crops in India, Directorate of Economics and Statistics. Ministry of Agriculture, New Dellu. 
Notes: Estimates are trend growth rates based on semi-log functiats. The weighted trend growth for the hree main 
non-foodgrain crops has been dxained on the basis of their weights in the index of agricultural prcductlon. 

TABLE 5. RELATIONSHIP BEW@EN GDP IN THE MANUFACTURING S ~ R  AND NON-POOWRAINS PRODUC~ON IN INDIA. 
1 9 W 1  TO 1983B4 

Estimated quation and periods a1 % 2 DW 

195015 1-1 959160 

196016 1 - 1 96WO 

1970ff 1-1979/80 

197017 1-1983/84 

2. Log YMF ,, = a, log NFG, 

(4.653) 
1970ff 1-1983/84 2.2429 1.3728 0.761 2.02 

(6.237) 

Notes: 1. YMF = GDP - manufacturin and NFG = Index of ncm-foodgrains production. 2. Fi res in brackets represent t 
values. * Significant at 1.0%. ** ~ignikcant at 2.5%. All other coefficients are significant at o.&. 

 TABLE^. RATE OF GROSS SAW IN THE INDIAN ECONOMY. 1951-84 

Year Rate of gross Year Rate of gross Year Rate of gross 
danestic saving domestic samg domestic saving 

1951152 9.5 1962163 14.0 1973fl4 18.0 
1952153 9.0 1 %3/64 14.2 1974fl5 19.3 
1953154 9.3 1 %4165 14.6 1975fl6 20.3 
1954155 11.2 1%5166 15.2 1976fl7 21.6 
1955156 12.8 1 %6167 15.3 1977fl8 23.1 
1956157 12.9 1%7168 14.8 1978fl9 23.2 
1957158 11.8 1968169 14.8 1979/80 23.4 
1 958159 11.5 
1959/60 

1 %9flO 15.8 1 98018 1 22.6 
12.3 197017 1 16.8 1981/82 22.5 

1 %oh51 13.1 197 1/72 16.8 1982/83 22.3 
1%1/62 13.8 1972173 17.7 1983/84 22.3 

Same: EPtimates an b e d  on the data available in Nationol Accovnts Slafirtiu, (Jan 1985), CSO. New Dclhi; and 'Quick 
m e t e s  of Natwnol Inc-. Conrwnplion Expenditure, Saving and Capital Formotion, 1984/85 (Jan. 1986), CSO, New 
Delhl. 
Note: The rate of saving is calculated u a percentage of gms  danestic product at market prices and has been calculated on 
a three-year moving-average h i s .  



VOL. 2 NO. 3 DEVELOPMENT PLANNING : THE INDIAN MPERIENCE 

Period Marginal Rate of 
Gross Saving (40) 

Source: Estimates are based on data available in the various issues of Natiom6 Accounts Statistics, Central Statistical 
Organization, Department of Statistics, Ministry of Planning, New Delhi. 

TABLE 8. S ~ R A L R A ~  OF GROWTH OFGROSS DOMESTIC PRODUCT IN THE INDIAN ECONOMY, 195061 W 1983/84 
(Per cent per Annum) 

Sector 1951152 1960161 1970171 1980181 1970fl1 
to to to to to 

1959160 1%9/10 1979/80 1983184 1983/84 

Agriculture (crops and livestock) 2.61 1.37 2.31 3.96 2.27 
Miming 4.8 1 5.24 4.33 10.53 5.14 
Manufacturing 6.1 1 4.77 4.75 3.25 4.21 
All SedOfS 3.63 3.24 3.76 4.98 3.81 

Source: Estimates are based on the data available in the various issues of National Accounts Statistics, CSO, New Delhi. 
Note: Estimates are trend growth rates based on semi-log functions; three-year moving average estimates of GDP have been 
used for estimating the growth rates. The data for 1983/84 are point estimates, taken from Quick Estimates of Natiom[fncome 
(Jan. 1986) CSO, New Delhi. 

TABLE 9. ESTIMATES OF INCREMENTAL C A P I T ~ ~ U T  RATIOS IN THE INDUN ECONOMY, 1 ~ 1 - 8 4  

Period Gross ratio Net ratio 

Source: Estimates are based on the data available in the various issues of N a t i o ~ I  Accounts Statistics, CSO, New Delhi. 
Note: Estimates are at 1970/7 1 prices and were made using three-year moving-average estimates of GDP and NDP at market 
prices for the gross and n u  ratios respectively, except for the years 1950151 and 1983/84 for which point estimates have been 
used. A one-year time lag has been assumed between investment and output. 

Agriculture (cmpcr and livestock) 2.18 3.23 4.22 3.17 
Mi* 2.59 5.62 14.56 9.98 
MmWUring 4.47 6.49 8.20 14.36 
Olher Sectar 5.85 5.31 5.79 4.43 
AUSeaon 3.93 5.93 5.97 5.16 

Source: are hued on the data available in the vuMur issues of Nofionol Accounts StotisIics, CSO, New Delhi. 
Note: Eahw arc at 197Off 1 prices and were made using three-year moving-average estimates of sectoral GDP at factor 
ccat. A one-yur time Irg has been assumed b e t w ~  investment and output for all sectors. The sectoral and aggregate GDP 
e t h a t e s  for 1983/84 arc point estimates. 
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TABLE 11. S ~ A L C O N ~ U ~ O N  m AOOREUATE GROWTH IN THR INDIAN ECONOMY, 1950151 TO 1983184 
(Per cent) 

Anriculture (croa and livestock) 54.5 48.1 41.0 39.2 39.6 . . 
h&in 0.8 1 .O 1.1 1.3 1.2 
~ ~ l l & a u r i n ~  11.4 13.8 15.4 15.0 14.8 
Other secton 33.3 37.1 42.5 44.5 44.4 
All acuon 1W.O 100.0 10.0 100.0 1w.o 
Note: Sectoral contributim to aggregate grmrvth for each period has been canputed by using the average share of sectoral 
GDP to to@ between the baae ycar and terminal year as weights and applying trend growth rates of sectoral GDP at each 
period. 

Tm~e 12 SE4TORAL SHARES IN TOTAL ~NVES'IMENT IN THE INDIAN ECONOMY, 1951-84 
(Per cent) 

Sector 1951152 196016 1 1970/11 198018 1 
to to to to 

1959160 1%9/70 1979/80 1983184 

Agriculture (craps and livestock) 
M i  
~ m u k d u r i n e  
Olher sectors" 
Totrl 

Source: Estimates are h z d  on the data available in the various issues of Natwnol Accounts Statistics, CSO. New Delhi. 
N?: Estimates n p m t  the average share of sectoral investmeat to total investment for each period, measured at 1970P1 
pnces. 

Tmce 13. GROWTH OF MODWN INPUTS IN INDIAN A G R I C U L ~ .  197W1 AND 1981182 

1. Current inputs (Rs. million) 
~ n d i t i ~ a l  inputs 34.194 99,778 
Modem inputs 6.692 67.414 
Toul inputs 40,886 167.192 

2. Agricultural output (Rs. million) 207,295 607.447 
3. Ratio of totnl inputs to output 0.197 0.275 
4. Ratio of modem inputs in t d  inputs 0.164 0.403 - 
!Sa~rce: Nationd Accoluw Sfatistics (Jan. 1985). CSO. New DeIhi. 
Notes: 1. 'Ihe data relating to cumnt inputs and agricultural outpt are at current prices. 2. Agricultural output cwers crop 
and livestock sectors. 3; Modern inputs consistof chemical fertilizers, pesticides and inseciicides, electricity, and d i e d  oil. 
4.Tditionalinpsincludcitans su& as sd,organicmanure,feed oflivestock,inigation charges,etc., as weU as expenditure 
on a m m t  repain urd maintauince of fixed assets such as fann implements and machinery, caulc sheds, etc. 

TABLE 14. CHEMICAL FW'llUZIU: DOME~T~CPRODUC~ON hM) IMPORTS, 1-1 70 198W 
(in 1.000 tames of nutricnu) 

1960161 197Ofl1 
to 

1980/8 1 
to to 

1 %9nO 1979/80 1983/84 
Domesfic Prodwfion 
Nitrogc-s fe-n 3,050 14,942 

Pfebn 
12.217 

1,318 4,466 
4,368 

3.819 
I f w m s  

19.408 16.036 

Niirog-s fertilizers 4,747 
-tic fertilizen 
Paassic fatikma 

773 

Tad 986 

T0l.l availability 
6 3  10 

10,878 
Ratio of imports to tOLPl avddility. % 59.8 
S o ~ ~ r x :  Based om dat~  available in vuicus is files of 'Eco&c Surury', 

8,147 3,645 
1,984 1 .OOl 
3 654 2.641 

13:785 
33.193 

7.287 
23,323 

41.5 31.2 

Ministry of Fince .  New DeIhi. 
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TABLE 15. TRPND GROWTH RATES OPINVESTMW~ IN THEINDM ECONOMY, 195061 M 1983184 

(Per cent per Armurn) 

S e m r  1950/5 1 1 96016 1 1970f7 1 
to to to 

1959160 1969170 1982183 
Totd investment 7.42 4.91 4.94' 
Public sector investment 14.20 3.42 
Private sector investment 

6.87 
5.98 3.3Y 

SECMRAL INVESTMENT 
Agriculture 
Tocal 2.89 5.8 1 4.68 
Public sector 4.44 6.48 
Private Sector 6.38 3.95 
Minin -1.09 4.56 
~an&ctwin~ 

17.24) 

Total 11.41 5.14 4.83 
Public sector 5.33 9.22 
Private sector 4.93 2.70 
Electricity 16.96 7.71 8.65 
Railweys 15.93 -5.06 3.88 
C-Cations 3.18 9.57 8.55 
Other lransport 
T0t.l 10.10 3.76 3.01 
Public sector 8.64 1.24 
Private sector 1.31 4.12 

Note: h m  tatims are based on the data on gross domestic capital formation at 197017 1 prices available inNatiomi Accounls 
statistiis 80. NCW D&. 
a 197017 1 to 1983/84. 

TABLE 16. TAX RATIOS IN THE N I A N   NOM MY: 195MO 
(Rs Crore at Current Prices) 

Year Tax revenue 
GDP -- - 

k t  taxes Indirect taxes Miscellanews Total 
d p s  - 

(3.0) 0.4) (0.4) (1 0.8) 
197O/ll 1.091 3,864 162 5,177 36,735 

0.0) (10.5) (0.4) (1 3.9) 
1 980M 1 3574 16,744 303 20,621 113,609 

0.1) (14.8) (0.3) (1 8.2) 

Saurct: National Accounts Stoli~tics (various issues), CSO, New DeIhi. 
Phc:  Ihe figures in brackets rcp~sent percentages of tax revenue to GDP. 

- - - - - - - 

Fertilizer consumption Budgetary subsidy Subsidy per tonne 
(Millicn tonnes) (Rs million) (Rs) 

~ t l ~ C ~ ~ : E c o m m i c S w r y c u d  'Economic and Function01 Classifiia~wn ofth Central Government Budgct'(various issues), 
-try of F~IUIICC, New Delhi 
Note: The budgary subsidy for 1983184 rches to nvised budget estimates while the same for 1984185 relates to budget 
utinlrtes. 
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Yur Implicit subsidy (Rs) 
A m  irrigated by 

d s  Net sown area per ha of canal per ha. of net 
at 1970fl1 prices) (million ha.) (million ha.) irrigated area sown area 

1 9506 1 365.6 8.30 118.75 44.0 3.08 

1982/83 5228.4 15.37 141.77 340.2 36.88 

Source: Based on data available in National Accounts Starktics (various issues), CSO. New Delhi and Indian Agriculture in 
Bricf(varioua issues), Dinaorste of Economics and Statistics, Minisvy of Agriculture, New Delhi. 

TABLE 19. IkENDS EN INDIAN EXPORTS. 197085 

Year Value of exports Quantum index of Net terns of trade' 
(Rs a m  at current exports' 

prices) 

1973fl4 2i523.40 125 106 
1974fl5 3,328.80 133 77 
1975ff6 4,036.26 147 70 
1976fl7 5,142.30 174 77 
1977fl8 5,404.26 168 95 
1978fl9 5,726.07 180 90 
1979/80 6,418.43 199 66 
1 980/8 1 6,7 10.70 238 58 
1981/82 7,805.90 198 76 
1982B3 8,803.3 1 210 
1983/84 

79 
9,872.1 0 n.a. 

1984/85 
n.a. 

11,554.78 n.a. n.a. 
Source: Economic Swey (various issues), Minisuy of Finance. New Delhi. 
Note: C)nc equals ten millions. 'Base 1968169 = 100. n.a. =not available 



PANCHAYATI RAJ FINANCES IN INDIA 

Anand S. Nadkarni 

Panchayati Raj institutions (PRIs) are bodies which are intended to play an important role in 
promoting rural development in the widest sense. For financial resources for the purpose, the PRIs 
have to depend on the state governments: either there is direct financial assistance from these 
governments or a devolution ofpowers in State Acts to raise resources. The nature of this relationship 
between the state governments and the PRIs is gone into some depth in this paper on the basis of the 
provisions of Acts in the difSerent states and also statistical data pieced together from a variety of 
sources. The analysis spans broadly the period since the Balvantray Mehta Team Report in 1957. 

Panchayati Raj institutions (PRIs) are intended case is not of inadequacy of financial resources 
to be autonomous bodies within the rural areas of but of the limited vision underlying the scheme 
a district in a state in India. Under the Indian of 'democratic decentralisation' of the concerned 
Constitution, setting up these bodies and assign- state. On the other hand, the latter (b), follows 
ing them defined governmental functions is a from the prioritisation of activities within the 
power given to stategovernments. In most states, 'local sector' (as distinct from the 'state sector') 
the Panchayati Raj System (PRS) is formally set out in the state's annual plan, and, in the case 
made up of three tiers commonly labelled as the of non-plan activities, from the degree of main- 
Zilla Parishad at the district level, the Panchayat tenance required to keep assets/services in a 
Samitiatthe intermediate (i.e. taluka/block) level, reasonably good shape to ensure the continuous 
and the Village Panchayat at the village level'. performance in a satisfactory manner of the 
However, from the point of view of devolution of relevant activities of the local sector. Both these, 
effective powers, the system is, more or less, a to be sure, will be constrained by the total 
two-tier system. For example, in Maharashtra, the financial resources of the government. 
middle-level body, viz., the Panchayat Samiti, 
conceived merely as the agent of the,Zilla Pari- Early Years of PRS 
shad, is devoid of much authority of its own, 
which means that powers have been devolved on The need to develop fairly autonomous PRIs in 
the Zilla Parishad and the Village Panchayat, the rural areas was strongly emphasised in the 
making the system in effect a two-tier system. On November 1957 Report of the Team for the S tudy 
the other hand, in Tamil Nadu, the district-level of Community Projects and National Extension 
body is advisory and without any executive Service appointed by the Committee on Plan 
functions, powers having been delegated to projects2 - Mehta Team Report, for short, as  the 
bodies making up the lowest and the intermediate Team was headed by Balvantray Mehta. The 
tiers. This is not only the situation as it exists at Mehta Team laid down the guidelines for the 
present, but it has been so since the rejuvenation distribution of functions in the following words: 
of PRS throughout the country in the 1960s. "The governing consideration in distributing the 

The financial resources which the PRIs need functions between the village panchayats, the 
would depend proximately upon two things, viz, panchayat samitis and the zilla parishad will 
(a) the type and the variety of functions which the generally be that all the functions concerning a 
PRIs are expected to perfom and (b) the extent village within the jurisdiction of a village pan- 
to which any given function is to be performed chayat should be the responsibility of the village 
within the periodof time relevant totheconcerned panchayat except for the functions involving 
financial flow. The former (a) is clearly condi- similar interests of more than one village pan- 
tioned by the degree of decentralisation of gov- chayat; these should be the responsibility of the 
ernmental functions which a state is willing to opt panchayat samiti. Similarly, such functions of the 
for. If a state chooses to delegate to the PRIs only panchayat samiti as may involve more than one 
a few functions, it may be that the financial panchayat samiti should be the responsibility of 
resources they get, though small, are adequate for the zilla parishad" [Mehta Team 1957, Volume 
discharging these functions. The problem in that 111, Part I, p. 1671. 

Anand S.Nadkarni is a Professor of the Indian School of Political Economy. 
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However, in its elaboration of the functions of 
the three bodies, the Mehta Team appears to have 
deviated from the guideline pertaining to the zilla 
parishad. This needs to be explained. Both the 
village panchayat and the panchayat samiti have 
been assigned both municipal as  well as devel- 
opmental functions. For example, the village 
panchayat is expected to perform n~unicipal 
functions such as public health and sanitation, 
provision of clean water, maintenance of pan- 
chayat roads and so on. Additionally, it is also to 
undertake a variety of developmental activities, 
such as, for example, ensuring maximum utili- 
sation of all land or promoting the welfare of 
backward classes. The municipal or civic 
functions earmarked for the panchayat samiti 
include the suppIy of drinking water or public 
health and sanitation or construction, repair and 
maintenance of roads within the confines of its 
jurisdiction, in so far as the activities in question 
concern a number of villages. Correspondingly, 
the panchayat sarniti is also charged with the 
responsibility with respect to a host of develop- 
mental activities such a .  developing agriculture, 
improving cattle, promoting local industries and 
so on, again because several villages within a 
block would stand to gain from these activities 
when pursued at the supra-village level by the 
sarniti. As a logical extension we should expect 
that the zilla parishad would be required to 
undertake developmental activities covering a 
number of taluks/blocks within the district, such 
as, for example, developing district roads passing 
through areas of a number of panchayat samitis 
within the district. In fact, however, the functions 
included in the zilla parishad list in  the Mehta 
Team Report envisages this body as a supervisory 
and coordinating agency concerned with activi- 
ties such as coordinating and consolidating pan- 
chayat samiti plans, supervising activities of the 
panchayat samitis in the district and so on. 
Evidently, these functions of the zilla parishad 
cannot be subsumed under the phrase "functions 
of the panchayat samiti as may involve more than 
one panchayat sarniti", which, under the Mehta 
Team's scheme, were to be the "responsibility of 
zila parishad". In short, the Mehta Team recom- 
mended, in effect, a two-tier Panchayati Raj 
System. 

In fact, however, in the earlier years of the 

inception of the PRS the "actual pattern of pan- 
chayati raj in different states (marked) a com- 
promise between the design of the Mehta Report 
and the varying desires of the state governments" 
[Madclick, 1970, p. 1021. It appears that the 
functions entrusted to village panchayats in the 
states were somewhat uniform, but there were 
wide differences in respect of authority delegated 
to the bodies at the higher level. All the same, 
"quantitatively viewed, the rang of functions 
formally made available to panchayati raj bodies 
(looked) formidable indeed" [Maddick, 1970, p. 
1071. 

There have been some observations on the 
mismatch between functions assigned toPRIsand 
their financial resources in the initial period. This 
was more pronounced in the case of village 
panchayats. Several state Acts made a distinction 
between the obligatory and discretionary func- 
tions of a village ~ a n c h a ~ a t ~ .  Thus, for example, 
according to the Andhra Pradesh Act, then in 
force, some of the obligatory functions of avillage 
panchayat were: "(i) construction, repair and 
maintenance of village roads; (ii) lighting of 
public roads and public places; (iii) construction 
of drains and disposal of drainage water and 
sullage; and (iv) preventive and remedial mea- 
sures connected with any epidemic, or with 
malaria ... Amongst its discretionary functions a 
mention may be made of (i) planting and pres- 
ervation of trees on the sides of public roads in 
the village, (ii) opening and maintenance of public 
markets other than markets which are classified 
as district markets; (iii) control of fairs and fes- 
tivals other than those classified as district fairs 
and festivals; and (iv) opening and maintenance 
of elementary schools" [Santhanam Study Team, 
1963, Part 11, Pp. 4-51. On the mismatch between 
obligatory functions and financial resources, the 
Santhanam Study Team concludes: "We cannot 
help wishing that when the Acts were passed by 
the legislatures, an attempt had been made to 
estimate the minimum cost of fulfilling the 
obligatory functions and to provide resources for 
the purpose. The actual resources often vary 
inversely to the number and extent of obligatory 
functions" [Santhanam Study Team, 1963, Part I, 
p 101. In the case of panchayat samitis the San- 
thanarn Study Team highlights their inabiiity "to 
exercise any initiative in instituting special 
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programmes or development projects of their of Panchayati Raj Institutions, particularly at the 
choice, k a u s e  they do not have independent lower tiers. Many State Governments do not have 
sources of revenue". It points out that "most of data, readily available, on different aspects of the 
the grmts they receive are tied to specific projects composition of the finances of these institutions. 
and they act merely as agents for implements- Even what is available is not uniform, apart from 
tion". As for the zilla parishads, "their advice is not being up to date. Even in the data the Com- 
not ...g iven sufficient consideration by State mittex have been able to obtain, the classification 
Government", in states in which the Parishad was of items under 'resources' varies considerably: 
just an advisory body, and in states in which they under heads like 'own receipts' md 'other 
had executive functions, "k scarcity of sources', sometimes assigned revenues are 
resources has the same limiting effect on their included in 'own resources' and sometimes not. 
activities as in the case of Samitis" [Santhanam The receipts of the 'local bodies' are not always 
Study Team 1963, Part I, p. 91. However, one may comprehensive and do not touch on the relative 
note a somewhat different picture presented by positionofthedifferent tiers" [MehtaCommittee, 
Maharashtra where zilla parishad was the pivotal 1978, Pp. 102-1031. One should, therefore, try to 
body in PRS. The Santhanam Study Team notes get a rough idea on the basis of information that 
that "on the whole, the Zila Parishads (in Maha- is available. 
rashtra) spend a b u t  one-third of the total revenue The Reserve Bank of India Bulletin (monthly) 
of the State" [Santhanam Study Team, 1963 Part gives a write-up on "Finances of State Govern- 
I, p. 321. Thus we find that in the earlier years a ments" in one of its issues every year. In this 
host of important functions were delegated to the wdte-up we get state-wise figures of resources 
PRIs in the iniiial flush of enthusiasm generated transferred to local bodies on revenue account by 
by the Mehta Team Report, but that the experi- skilegovernments, under the title "Compensation 
ment in democratic decentralisation was ham- and Assignments to Local Bodies". However, 
strung in most states by the paucity of resources these figures include beside transfers to PRIs 
at all levels. those to municipal bodies as well. But the trans- 

fers to municipal bodies are likely to be a rela- 
Later years tively small proportion of the total transfers.' 

Hence, the proportion which the transfers to loc J 
In fact, in the wake of the Mehta Team Report, bodies bear to the total receipts of all states on 

Rajasthan and Andhra Pradesh were the first to revenue account would give some idea of the 
inaugurate panchayati raj, and that was in 1959. order of magnitude of transfers lo PRIs by gov- 
Later, "based on the broad suggestions of the ernments on revenue account year by year. It is 
Balvantray Mehta Study Team most of the m e  that this does not reveal the total income 
country was covered with Panchayati Raj Insti- position of the PRIs since they have their own 
tutions in the succeeding decade." By the late sources of receipts which evidently are left out i n  
1960s. the PRIs were in place in almost all the the R.B.I. data. However, our hunch is that the 
major stares. By the end of the decade, 90 per cent own receipts of PRIs at all levels taken together 
of the ~ a l  population was covered by the Gram are not likely to exceed the transfers by a state 
Panchayats, '4,974 blocks had 4,033 Samitis' and government to municipal bodies. In that case, the 
'out of 399 districts, 262 Zilla Parishads were also percentage of RBI-reported transfers to state 
conceived with varying degrees of actual power.' receipts on revenue account would indicate the 
[Mehta Committee, 1978, p. 31. outer limit of the size of rzvenue budget of PRIs 

It may be useful at this stage to have a glimpse relative to that of the state government. They 
of the overall situation in respect of financial show that whereas the state governments trans- 
resources of PRIs in the perid fromthe late 1960s ferred 13.55 per cent of their revenue receipts i n  
onwards. One must note, however, that adequate the form of grants and share in taxesS to the lacal 
data on finances of PRIs are not forthcoming. The bodies in 196869, the percentage fell to the 
MehtaCommitteepoints thisour "It issometimes insignificant level of 1.34 in 1980-8 1 and still less 
difficult to get the latest detailed fmmcial picture of 1.19 in 1987-88 (Table 1). 
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in four states (Gujarat, Andhra Pradesh, Tamil 
Nadu and Maharashtra) transfer to local bodies 
constituted 20 to 30 per cent of the revenue 
receipts of the state governments. In six other 
states (Bihar, Rajasthan, Orissa, Uttar Pradesh, 
Karnataka and West Bengal) the transfer ranged 
between 7 to 15 per cent; in the remaining five 
states (Assam, Kerala, Madhya Pradesh, Punjab 
and Haryana), it ranged between 0.20 to 3.24 per 
cent. In 1980-81 and 1987-88, the inter-state 
variations persist, but the range of differences is 
much narrower and all percentages are quite low. 
In 1980-81, the lowest proportion was 0.1 0 per 
cent in Haryana and the highest, 3.59 per cent, 
was in Karnataka. In 1987-88, Haryana again was 
at the bottom with 0.03 per cent and West BengaI 
was at the top with 3.32 per cent. Thus the 
proportion of transfers by state governments to 
local bodies on revenue account declined steeply 

Yean Amount TotdRevcnue (2) a s  
Trrns fed  by Rcce' ts per cent 

1 5 state of the 1 ?%ate of (3) 
Govemrnmts Governments 

(1) (2) (3) (4) 
1968-69 35309 260517 13.55 

(Accounts) 
1980-81 20478 1523782 1.34 

(Accounts) 
1987-88 48472 4077034 1.19 

(Accounts) 

There are considerable inter-state differences during the 1970s and the 1980s. This seems t i &  
(Table 2). But the trend is the same. In 1968-69, true of transfers to PRIs as well. 

1968-69 (Accounts) 1980-81 (Accounts) 1987-88 (Accounts) 

Ststc Amount TOM (2) u Amount Total (5) as Amount Total (8) as 
T r m s f d  Rccci ts of per cent Transfcrrad rccei s of per cent Transferred Recci ts of per cent 

the ~~ of(3) the fut~ of(6) tbe &tC of(9) 
G o v m m t  Government Government 

1. Andhm 5615 
Radcsh 

2. As-' 266 
3. Bhr 2424 
4. Gujarat 4953 
5. Hayma 13 
6. Km*ao 1284 
7. Ker& 250 
8. Madbya 29 1 

weah 
9. Mahe 6791 

+A.un't tantu~ beclae ku ad leu from 1968-69 to 1987-88, u new sues (Mmipr. Me lulaya, Atunachal Pmdah. Mizaam) 
- - c d ~ t  ~ucmd1%849.~befiynrfa~u~nintheubknlrreu,aruesvi~rcbrn~cd~toriri~inthe~ 

Homer, c v e ~  if figures were compuwl by Wio Assan's Gcni ia 1%8-69 ctnrrmt, lbrr would not make mucb of a diff-lq~fiilahto*..fa~hif t U c s I q r t d ~ ~ t h c R B ~ p ~ c m 8 i v ~  thcl96849li(wuthe 
is amtmmd m'. The naae was W c d  to 'Kllut.L.' her. ?Iw hj& figure is f a  1 d - 7 0  (Revid Euim.res), 

u thc 196849 (Accouau) fi w u  aoc rvril.bk. 
~ o l r e c r : ~ h c - e u f a ~ a & %  
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m 
State h Total (2) .a Toul 

Capital 
(2) as 

(Net) pa-' 
of (3) $Et"+ Per -t 

Reccipts 
of the s w  of (5)  

Government 
apiw 

(1) (2) 0) (4) (5) (6) 
1. AndhmPmksh -23 11485 -0.20 5592 -0.4 1 
2. Assun 52 7005 0.74 3 18 16.35 
3. Bihu 22 9633 0.23 2446 0.90 
4. Kc& 15 5328 0.28 265 5.66 
5. MadhyaPRdah 20 8350 0.24 311 6.43 
6. Karnataka 143 1264 1 1.13 1427 10.02 
7. Orisaa -2 7205 -0.03 1065 -0.19 
8. Rajaathim -128 14360 -0.89 1310 -9.77 
9. U ~ P n d e t h  161 22050 0.73 3443 4.68 

10. West Bengal 364 8615 4.23 1735 20.98 

Totnl 624 106672 0.58 17912 3.48 

Source: R.B.I. (I), 1970. Statement 7. p. 1332 onwards. 

We have been considering above the transfers 
to local bodies only on revenue account. What 
about loans which are transfers on capital 
account? Of the three R.B.I. publications referred 
to, only the one giving 1968-69 figures, provides 
separate figures of loans by state govemments to 
local bodies. Table 3 gives data on net capital 
transfers in 1968-69 for 10 of the 15 major states 
for which data both on (i) loans given to local 
bodies and (i) repayment of earlier loans by these 
bodies are available, from which net loan figures 
could be derived. 

The Table reveals that the loans by the state 
govemments to local bodies in the 10 states 
accounted for a paltry 0.58 per cent of the capital 
receipts of these governments. The proportion of 
loans received by local bodies to total transfer of 
resources to them (inclusive of loans) was a little 
higher but still quite low at around 3.5 per cent. 
There were inter-state differences, no doubt, 
particularly in respect of the latter proportion 
(viz., loans to total transfers). The former pro- 
portion (loans to capital receipts of the state) was 
uniformly low throughout at 1 per cent or less, 
except for West Bengal where itwas4.23 percent, 
still a low percentage. As for the latter percentage. 
West Bengal(21 per cent)6, Assam (16 per cent) 
and Kamataka (10 per cent) had a loan component 
in the resources they received from the state 
govemments, which was not insignificant. The 
percentage was low or negative in the case of the 

remaining 7 states. What is more, probably "all 
the loans given by State Governments to local 
bodies arc to municipalities and city corpora- 
tions" [Raj, 1971, p. 16101. It may also be men- 
tioned that in the list of sources of income of the 
village panchayats given by the Mehta 
Committee, the item 'loan received from the State 
Government' does not figure in the case of any 
state, major or otherwise [Mehta Committee, 
1978, Pp. 250-2591. As for the higher level bodies, 
there is no provision for 'loan from State Gov- 
ernment' as a source of income in the case of 8 
of the 15 major states, the 8 states being Andhra 
Pradesh, Assarn, Haryana, Karnataka, Kerala, 
Madhya Pradesh, Orissa and Punjab [Mehta 
Committee, 1978, Pp. 2662781. It appears, 
therefore, that leaving out of account loan from 
state govemments as a source of income to PRIs 
inour analysis isnot likely toaffect the conclusion 
reached earlier that in the 1970s and 1980s a very 
small part of a state's total receipts were trans- 
ferred to the PRIs. 

What are the reasons? One possibility is that the 
functions of the PRIs remained as they were on 
paper, but, for whatever reasons, the state gov- 
ernments lost confidence in the PRIs and there- 
fore cut down drastically on resources transferred 
to them. Such a course of action would clearly 
result in the functions not being performed by the 
PRIs in an adequate degree, and if applied across 
the board to all manner of functions, important 



418 JOUMAL OI; INDIAN SCIIOOL OF POLITICAL ECONOMY SEPT-DEC 1990 

and not so important, would cripple the devel- 
opmental activity in rural areas. Though this 
seems to have taken place to some extent it 
appears that state governments resorted also to 
other devices to bypass the PRIs in the matter of 
performance of important functions. 

Consider, for instance, the case of Maharashtra 
which was lauded by the Mehta Committee as 
"one of the best examples of the working of the 
Panchayati Raj System" [Mehta Committee, 
1978, p. 1 161. In June 1984, the Government of 
Maharashtra appointed Rnchayati Raj Evalu- 
ation Committee (PREC) to study the PRS in the 
state in depth, particularly with reference to the 
objectives set before it under The Maharashtra 
Zilla Parishads and Panchayat Samitis Act, 1961 
(Maharashtra Act, 1961) and to recommend the 
lines, if any, on which the system may be 
refomled. h4aharashtra Act, 1961, as its title 
indicates deals only with the zilla parishads and 
the panchayat samitis. The village panchayats are 
governed by a separate and an earlier Act, viz., 
The Bombay Village Panchayats Act, 1958 
(Bombay Act, 1958). On a representation by the 
PREC that the evaluation of the village pan- 
chayats may also be entrusted to it, evidently to 
enable it to consider the problems of PRIs in an 
integrated manner, the Government of Maha- 
rashtra issued instructions to that effect, with the 
result that the PREC Report is concerned with 
PRIs at all the three levels [PREC 1986, p. 21. The 
PREC has thrown some light on the manner in 
which the PRS was deflated in importance by the 
state government. 
First, the State Government has a parallel 

administrative apparatus in the districts to 
undertake activities in the fields of agriculture, 
education, public health, etc., which are ordi- 
narily within the jurisdiction of the zillaparishad7. 
This duplication of administrative machinery has 
meant not merely an excessive drain on resources 
but also adevaluation of the PRIs in therural areas 
[PREC, 1986, p. 761. Second, theGovernment has 
taken away, from time to time, powers given to 
the PRIs both by amending tlle relevant Act and 
by issuing Government Resolutions (GRs) to that 
effect. Ttrus, for example, under the Rural 
Development Deparanent G.R. ' No, 
Z'A/1072/52193 (i) N dated October 1,1973, Phe 

Government divested zilla parishads of the power 
to sanction loans upto Rs 10,000 to small scale 
and cottage industries. PREC, 1986, p. 5381'. 

The most important change in functions relates 
to the role of PRls in district planning. It is 
interesting to note that Maharashtra Act, 1961, 
lays down responsibility of the zilla parishad in 
the matter as follows: "The zilla parishad shall 
endeavor to promote planned development of the 
District by utilising to the rnaximum extent, local 
resources and for that purpose prepare annual 
and long-termplans, regard being had to the plans 
already prepared by the Panchayat Samitis" 
(emphasis added) [Maharashtra Act, 1961, Sec- 
tion 100(4)]. However, when district planning as 
anationally-approved exercise came to be put into 
practice in the state, consequent upon the issue of 
guidelines for District Planning by the Planning 
Commission of India in 1969, the PRIs were 
accorded an insignificant role in planning for 
development in the district. A separate organi- 
sation known as the District Planning and 
Development Council (DPDC) was set up in 
every district presided over by the designated 
Minister of the district ('the guardian Minister') 
and under the dominant influence of members of 
state legislatures (MLAs) and of the Parliament 
(MPs) from the district. The PRIs have a minimal 
representation on the DPDC in the form of two 
dignitaries ofthe zilla parishad, its President and 
Chief Executive Officer, being made members of 
this body with a total membership of 30 to 40. 
Chairmen of the panchayat samitis are invited to 
DPDC's meetings. The Collector of the district, 
who is the 'state sector's' representative in the 
dismct, is the secretary of the DPDC. The phe- 
nomenon of limited representation to the PRIs on 
the district planning body is not limited to 
Maharashtra. In most states the PRIs have no 
representation at all on this body. The Working 
Group on District Planning (WGDP) of the 
Planning Commission, Government of India, 
states: "The only five states in which PRIs are 
represented are: Gujarat, Maharashtra, J&K [i.e. 
Jammu & Kashmir], MadhyaPradesh and Andhra 
Pradesh ... In a number of other states, the 
representation of PRIs in the District Planning 
bodies is not clear, either because they are not 
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functioning or such i'qwfmitiorns are not pro- W C ,  1986, p. 1471. In 1985-86 the annual plan 
vided for" (WGDP, 1984, Vol. I, p. 301. of the state of Mallarashtra amounted to Rs 

All this means that the res0urces for planning 1,275.50 crore of which district plan schemes 
made available to PRIs have been meagre, if not accounted for Rs 672.09 crore, i.e., 52.69 per cent 
non-existent. The Mehta Commit% notes: "An of the state annual plan. All the same the plan 
indication that all the Plan funds relating to rural schemes within the jurisdiction of the zilla gari- 
development were not being routed through the shads, the pivotal bodies in the PRS in the state, 
Panchayali Raj system is the fact that a separate were for only Hs 68.85 crore, i.e., only 5.40 per 
departmental and developmental headgot opened cent of the state annual plan and 10.24 per cent of 
up for C.D. (Community Development) and the districtplan forthe year [PREC, 1986, p. 1471. 
Panchayati Raj system in h e  five year and annual Thus the denial to the PRIs of a major role in the 
plans, apart from the other development work widening sphere of district planning has been an 
pertaining to mal development ... The actual important factor in reducing the flow ofresources 
expenditure of all the 22 States on Agriculture and to the PRIs by devaluing their role as rural-based 
allied services rose from Rs 217.19 crore in autonomous institutions. 
1973-74 to Rs 383.78 crore in 1975-76 and the It must, however, be emphasised that the fore- 
agreed outlay for 1978-79 is IPS 770.41 cmre. The going should not be interpreted to mean that the 
expenditure on the head 'Community Develop- PRIs in Maharashtra have a marginal role b play 
ment and Panchayats' also has risen from Rs in the total developmental activities in the district. 
18.58 crore in 1973-74 to Rs 29.14 crore in A distinction is generally made between plan and 
1975-76 ... The outlay for 1978-79 is Rs 47.38 non-plan expenditure. The former refers to 
crore.... Ideally speaking, the bulk, if not all of expenditure on schemes included in the plan for 
these funds, should have flown through the Pan- the given period, whereas the latter ordinarily 
chayati Raj Institutions" [Mehta Committee, covers the expenditure on maintenance of assets 
1978, p. 1161. and services created during the preceding plan 

Returning to the case of Maharashtra, district periods and continued during the current plan. It 
planning is supposed to deal with what are known has been pointed out that though the zilla pari- 
as district level plan schemes, defined as schemes shads account for a smdl proportion of expen- 
which benefit mostly the residents of a district and diture of plan activities oriented towards new 
which are best planned only at the district level development in the districts, their share in the 
from the point of view of the optimal utilisation non-plan expenditure is sizeable (Table 4) [Pa- 
of natural and other 1 4  resource$ of the district ranjpe, 1987, p. 1371. 

TABLE 4.PRIs INLUAHARASHIRA: L)IS'IRI~ PLAN AND NON-PLAN A ~ m m  (i98i-82) 
(Rs Crorc) 

Total Plan Total Non-Plan Develop- 
Expenditure mental Expenditure 

Total State Total Nm-Plan (2) as District Zilla District Ella (5) as m a s  
Plan D e v e l o ~ n a d  pacart Level Parishads Level Parishads percent per cent 

Expenditure Expk ia~re  -of (1) Sdpnes  Schemes of (4) of (6) 
(1) (2) (3) (4) (5) (6) 0) (8) (9) . . - ~ ,  . , . . . . . . . . . . 

1 110.47 1095.83 98.64 463.15 23.27 456.85 234.37 4.96 51.30 

hm: Pmjpe, 1987, Table 6.19.138 [K.G. Paranjpe worked as Secretary to the Government of Maharashtra. Planning 
Depufmcnt md eventually r e t i 4  ra Chief Secretary to the Government.] 



420 JOURNAL OFINDIAN SCHOOL OF POLmCAL ECONOMY SEPT-DEC 1990 

. Thus, whereas the zilla parishads in Maha- 
rashtra were concerned with only about 5 per cent 
of the plan expenditure on district level schemes, 
they accounted for around 51 per cent of the 
non-plan developmental expenditure on district- 
level schemes. Nevertheless, it should be noted 
that non-plan expenditwe which is primarily in 
the nature of maintenance expenditure is gov- 
erned by rules relating to the rates at which 
maintenanceis to be permitted, leaving hardly any 
initiative to the zilla parishad, unlike in the case 
of plan expenditure which is on new schemes. The 
relative importance of the PRIs in Maharashtra in 
respect of the two categories of expenditure sig- 
niftes the devaluation of these bodies from 1970s 
onwards, resulting in a diminution of the flow of 
financial resources to these bodies. The situation 
in other states is not likely to be better, if at all it 
may be worse. 

It has been customary for the members of the 
panchayati raj bodies to complain that they have 
inadequate resources with which to perform 
functions delegated to them. But, as has been 
pointed at the beginning, to the extent that the 
PRIs have been divested of important functions 
that should legitimately beentrusted to them, the 
situation has to be described not so much as 
inadequacy of resources in relation to a wide array 
of functions but as one of limited vision under- 
lying the scheme of 'democratic decentralisa- 
tion'. An important recommendation of the Mehta 
Committee was that all functions relating to 
implementation of plan projects at the district 
level should be transferred to the zilla parishads, 
involving a h  the transfer of finances along with 
the projects. According to the Committee's esti- 
mate, "about 45 per cent of the total State plan 
outlay in West Bengal, 37 per cent inMaharashtra 
and as high as 60 per cent in one year in Karnataka, 
could be the expenditure at district and lower 
levels", evidently in the late 1970s. The Com- 
mittee further expressed the desire that the non- 
plan expenditure incurred at the district or lower 
levels be also placed under the administration of 
the respective tiers of the PRS. This, in its view, 
would additionally place considerable funds at 
the district level [ W t a  Committee, 1978, Pp. 
116-1 171. The rationale for opting for such a 
dispensation, according tothe Mehta Committee, 

was "aphenomenal increase in the spatial scatter 
of rural development" enlarging "the number of 
action-points well beyond the capacity of the 
existing machinery for development" and there- 
fore underscoring the need to equip PRIs "to 
undertake "development management" under 
conditions of rapid changes, continuous growth 
and sustained innovations in all spheres of rural 
life" [Mehta Committee, 1978, Pp. 26 and 281. 
The capacity of PRIs to live upto expectations in 
this regard is highlighted by the experience that 
whenever these bodies have been associated with 
programmes of rural development the imple- 
mentation of these programmes have been 
markedly better, and the selection of beneficiaries 
of projects as also designing of schemes has been 
done more satisfactorily lRao Committee, 1985, 
p. 411. It needs to be mentioned here that under 
the Karnataka Zilla Parishads, Taluka Panchayat 
Samithis, Mandal Panchayats and Nyaya Pan- 
chayats Act, 1983 (Karnataka Act, 1983) the zilla 
parishads are required to "formulate and execute 
the District Plans" [Section 183(1)]. Thus the 
PRIs are accorded an important role in "decen- 
tralised planning under the Karnataka model" 
[Karnataka Finance Commission 1989, Pp. 
164-1651. 

TYPES OF FINANCIAL RESOURCES 

The financial resources in the revenue budgets 
of the PRIsmay be broadly classified into: (i) own 
resources, both tax and non-tax, (ii) assigned 
revenue and (iii) grants. Loans are receipts on 
capital account but, as mentioned earlier, these 
are not significant. Moreover, there is hardly any 
reliable data available on loan receipts of the PRIs 
in the different states. Hence, these are left out of , 
account. 

Village Panchayats: Own Receipts 

Own taxes are those which are levied and 
collected by a panchayat body for its purpose. 
These are further classified into compulsory and 
optional taxes. Thus the Santhanam Study Team 
reporting in I963 notes: "In Assam, Gujarat, 
Jarnmu & Kashmir, Rajasthan and Uttar Pradesh 
all taxes are optional. House tax is compulsory i n  
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the States of Andhra Pradesh, Keda, Maha- 
rashtra, Madhya Pradesh, Madrasg, Mysore'' and 
Punjab. In these States, except Maharashtra and 
Punjab profession tax" is also compulsory. 
Vehicle tax is compulsory in the States of K e d a  
and Madrasn and further: "We hold that levy of 
at least a few compulsory taxes is essential not 
only to assure every Panchayat a small income 
from its own resomes but also to emphasise the 
fact that it is a self-governing body." In fact the 
Study Team suggested that the levy of house tax, 
profession.tax and vehicle tax should be made 
obligatory for village panchayats [Santhanam 
Study Team, 1963, p. 111. As for the optional 
taxes in the early l%Os, the essential position (as 
based upon the Santhanam Study Team Report) 
has been adequately summarised by Maddick 
(Table 5). 

States Optiond Taxer 

Andhm Pmdesh Koh a m  w K.tuusum tax 
on &ge ploducc sold in vil- 
lage by wught, mwurement 
ornuder. 

Mysore, Gujarpt, MBhPnsh- Octmi on entry of goods. ani- 
tm. md Rajrsthan* mda and sanetima people 

into a local a m  for 
consumption use or sale 
therein. 

Mahamrhtn, Gujant, Pilgrim Tax. 
Junmu & Kashmir, Rajas- 
than8ndBihat 
Junmu & Kashmir Tu on mimds. 

- - 

* Mddick wrongly includes Ut tu  M e s h  also among the 
statcs having the opiontl power of levying oarci. However, 
theSmthuum Study TwnRepalon whichthetableia based, 
includes only the four at.ter mentioned [Smthurun Study 
Turn, 1963,Pul I,p. 141. 
Source: Mddick. 1970, table 17, p. 123. 

Regarding the taxation powers of the village 
panchayats, one milestone report is that of the 
Mehta Committee, which came in 1978. The 
information in that report pertains to 1960s and 
1970s. In early 1980s, a number of separate 
studies on Panchayati Raj Finances in Andhra 
Pradesh, Bihar, Gujarat, Kerala, Madhya Pra- 
desh, Maharashtra, Orissa, Rajasthan, Tamil 
Nadu and West Bengal, 10 of the 15 major states, 
were published by researchers in the National 

Institute of Rural Development, Hydrabad 
(NIRD). which provide information, inzer ali3 
on the taxation powers of village panchayats . 
But these mostly reproduce the lists of panchayat 
compulsory taxes given by the Mehta Committee 
for these states.'3 

Maharashtra is additionally well covered by 
three official reports, viz., Bongirwar Committee 
Report, 1971; Kale Sub-committee Report, 1981 
and PREC Report 1986. Besides, there is a 
Government of India publication, viz., Panchay- 
ati Raj at a Glance, Status of Panchayati Rai 
lnstitdons in India, (Ministry of ~ g 6 c u l t u 6  
D e m e n t  of Rural Develoument, Administra- 
tive Intelligence Division, ~ e w  Iklhi), which 
gives, inter alia, information on the powers of 
taxation of PRIs at different levels. But the 
information given in the latter is not satisfactory. 
For instance, Panchayati Raj at a Glance 
(1988-89) has a table purporting to give state by 
state a list of powers of compulsory taxation of 
the village panchayats in  18 states reporting 
information, including 14 of the 15 major states, 
Biharbeing the solitary non-reporting major state. 
Though the heading of the only column in the 
table giving taxation powers of village panchay- 
ats is "Name of Compulsory Taxation Items", the 
statement introducing the table informs us that 
"the details of specified items on which the PRIs 
at lower level have been empowered to levy 
taxes" are given in the table. Presumably, this 
would cover not merely compulsory but optional 
taxes as well. In fact, in respect of three of the 
four states - Assam, Orissa and Rajasthan (fourth 
being Uttar Pradesh) - in which the village pan- 
chayats, according to the Mehta Committee 
Report, did not possess any powers to levy 
compulsory taxes, a large many powers of taxa- 
tion shown in the Mehta Committee Report as  
"Other (i.e. non-compulsory) sources of Incomen, 
appear under the column, "Name of Compulsory 
Taxation Powers" i n  this table. This would mean 
that there was a considerable accretion in the 
1980s to the powers of panchayats in these states 
to levy compulsory taxes, which seems unlikely. 
We may, therefore, presume that the powers of 
village panchayats to levy compulsory taxes 
given statewise by the MehtaCommittee obtained 
not merely in the 1960s and 1970s but also 
continued in the 1980s. 
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Taxer leVir1le by w g e  pan- Maja ruten in which tu i s  Major staten + which tax is Total number of 
chryrtr in 15 mrpr  states C ~ O V  o p r w ~ l  states in which the 

tax. complbo 1 
op l~na l .  a 1emT1e 

(2+3) 
(1) (2) (3) (4) 

Bettument charge cn the land' Mahanrhtn ---- 1 

---- Assam; Qrissr; West Bengal 3 

---- Bihar; Gu'ayat; Kerala'; Madhya 5 
Pdesh ;  dnssa2 

Duty an transfer of pmpeay Harymr; K ~ P ;  Punjab; West Andhra Pradesh 
B e n d  

Fees f m  market and hats Mdhyr Pndesh Aaaam; Bihar, Gu'arat; Hary- 1C 
w: Yamate: dadh a Pn 
desh; Orissa ; ~unjab;%ttar - 
P d e s h  

Fee; on regjstration of rnimab Mdhyr Pndah Bihar, Haryana; Maharashtra; 6 
Punjab; Uttar Pradesh 

K.lagarpmlKatuusum Andhn Pndesh 
i.e. r t a x  on village produce sold 
in the village by wught men- 
surement or number. 

Lighting t a x  or rates hadhya Prndesh 

Locrl rate ---- 

pilerim tax ---. 

Profession tax 

Smimy cessltaxb 

Andhra PrPdesh; Haryana; Kar- 
nataka; Keralq Madhys Pra- 
dwh; Punjab-: T d  Nadu; 
West Bengal 

---- 

Special tax on adult male mem- ---. 
b m  for the constructim of any 
public work 

Assm; Bihar, Gujarat; Kerda1; 9 
Maharashtra; Orissaz ; Punjab; 
West Bengal 
Assam 1 

Gujarat; Kamataka; Maharash- 4 
tTP ; Rajasthan 

Andbra Pradesh~Bihar; Gujara~ 5 
Maharashtra; Rajasthan 
Biliar, Gujarat; Madhya Pra- 13 
desh; Maharashtra; Orissa 

Bihar, Gujarat; Kerala'; Madhya 8 
Pradesh; Maharashtra; 
Punjab; Uttar Pradesh; West 
Bengal 
Haryana; Rajasthan 2 

Surcharge on show tax Kerala ---- 1 

Surcharge on stamp duty ---- Tamil Nadu 

Tax for cleaning private latrines Madhya Pradesh ---- 
Tax on buildingslhwses Andhra Pndesh; Gujarat; Hary- Madh a Pradesh4; Rajasthan; 13 

ana; Kamataks; Kerala; Madhya kadesh 
Pradvhx; Maharashtm; Punjab; 
T d  Nadu; West Bengal; 

Tax an canmercial crops: 
chillies; cotton; sugar-; 
z.; and groundnut 

---- Rajasthan 1 

(Contd.) 
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TABLE, 6 (kid.) 

Taxes leviable by village pan- Maja states in which tax is Major states in which tax is Total number of 
chayau in IS major strates C@OV optional stltes in which the 

up. -pllaqryl 
oplond. IS levlable 

(1 (2) (3) (4) 
(2+3) 

Tax on dogs 

Tax on mtertaimnmt KeraIa, West Bengd Gujarat; Karnataka;  eral la'; 7 
Maharashtra; T d  Nadu 

Tax on fairs and festivals ---- Gujara~ Kamataka: Maharash- 3 

Tax on lands 

Tax on prgre* 

Tax on sale of firewood a 
thatch or bamboo 

Tax on shops; pharmacies; hair- 
cutting salom;  carpentry works 
and automobile worlcshops 
Tax an slaughter houses 

tn - 
Gujarst; Kamataka'; Maharash- ~ s s a m ~  
tray ; West Bengal 
Rihai; Karnataka ---- 

Assam; Madhya M e s h ;  Oris- 4 
a'; Uaar Pradesh 

Tolls ---- Madhya M e s h ;  Orissa 2 

Trade tax Kamataka ---- 1 

Vehicle taxc Keda; Tamil Nadu Andhra Pradesh; Bihar. Gujarat; 12 
Karnataka; Madhya Pradesh ; 
Maharashtra; Oriss~; Rajasthan; 
Uttar Pradesh; West Bengal 

Water rated ---- Assam; Bihar. Gujarat st Hary- 13 
ma; Kamataka; Kerala ; Mad- 
hya Pradesh; Maharashtn; 
Oriasa'; h j a b ;  Rajasthsn; 
Uttar Pradesh; West Bengal 

Col I. : (a) On the lands benefitting f m  schemes or projects undertaken by a panchayat from the village fund. (b) Refers to 
the following levies: "General sanitary cess' (Gujarat Rt Makarashtra). 'Latrine tax' (Bihar), 'Sanitaty cess' (Madhya 
prsdesh), 'Special sanitary ass '  (Maharashtra),'Sanitarytax' (West Bengal), 'Fees on cleaning street5 and sanitation* (Punjab). 
Tax on cleaning private b&s' (Uuar Pmdesh). (c) Refers to the following levies: 'Vehicle tax' (Andhra Pradesh, Bihar, 

Kamatakr, Orissr. Rajasthan and West Bengd), 'Vehicle, boats or animals tax' (Gujsrat), 'Tax on carts plying for hire, 
bicycles, rickslws' (Madhya Fredesh), 'Tax on bicycles and vehicles drawn by animals' (MaRerashtra). 'Tax on vehicles 
tun on hire' (Uttrr Pradesh). (d) Refers to the following levies: 'Water rate' (Bihar. Haryanr, Madhya Pradesh, Maharashtra, 
Punjab and Uttar Prdesh). 'Tax on house supply of water' (Assam), 'General Water nte' and 'Specid water rate for piped 
water'(Gujarat), 'Fees on supply ofwaterfran prmchayat water works' (Kamr~ankP), 'Tax foramnging the sumly of drinking 
water '(R.jas!han). 'Water rates for supply of water for drinking, irrigation or other purposes' (West Bengal). 
Col. 2: w With the previous approval of the Government. x On Wdings bued an copitd vdw. exceeding Rs 1,000. y h d s  
not subject to agricultural assessment. z Immovable properry 
Col. 3: 1 The Mdtts Conmitt= maltions 'senrice taxer' in the u s e  of Kenla. Separate 'service taxes' were identified f m  
an study warayma ho, 1982 (ii), p. 7531.2 Soum: Narayana Rao, 1982 (i), p. 958.3 With the previws sanctim 
ofthe Govtment. 4 On buildings of capital value of total Rs 1,000.5 On cultivable land lying fallow. 
Note: The Gujamt Act lies a number of taxes, ntes, fees which a village panchayat can levy. Of these a tax on lands and 
buildings 1- withmy twoof the rest of the taxer md fecsmentioncd in the list havebeen made obligatory. 'As a cwrsequense, 
oard is one of the t u e s  garedy levied these days by rhe Gram Pmchyats' parayma Rao. 1982(i), p. 3971. 
S~urcer: (1) Mrhu -. 1978. Annexure 9. (2) NIRD studies mentioned. (3) Bon~bay Act, 1958, Sectim 124. 
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In Table 6, we give information on compulsory 
and optional taxes leviable by village panchayats 
in 15 major states, drawn principally from the 
Mehta Committee Report, As stated above the 
powers of village panchayats to levy taxes in 10 
major states have also been verified from the 
NIRD studies mentioned." 

Information in column (4) of the Table suggests 
that 30 taxes listed in the table can be classified 
into three types: (i) wide coverage taxes, in the 
sense that they are assigned to village panchayats 
in a large number of states, say, in 10 states or 
more; (ii) medium coverage taxes, say in 5 to 9 
states; and (iii) low coverage taxes, i.e., in less 
than 5 states. The 5 wide coverage levies are: Fees 
from markets and hats (10 states); Profession tax 
(13 states); Tax on buildigs/houses (13); Vehicle 
tax (12) and Water rate (13). Of these all except 
the water rate are compulsory in some states and 
optional in others. Water rate is a purely optional 
tax. What is more, as compulsory taxes, profes- 
sion tax and tax on building/houses are far more 
important, the profession tax being a compulsory 
tax in 8 states and tax on buildings/houses, in 10 
states. 

The 8 medium coverage taxes (leviable i n  5 to 
9 states) are: Drainage fee (5); Duty on transfer 
of property (5); Fees on registration of animals 
(6); Lighting taxtrate(9); Pilgrim tax (5); Sa~tary 
cess/tax (8); Tax on entertainment (7); Tax on 
lands (5). Of these 'Duty on transfer of property' 
and 'Tax on lands' are compulsory in most of the 
states; the remaining taxesare optional in most/all 
of the states. The wide and the medium coverage 
categories together account for 13 taxes. The 
remaining 17 taxes are low coverage taxes. 'Oc- 
troi' comes under this category, except in Gujarat 
(see Note below the Table). 

In addition to the taxation powers listed in Table 
6, there is in some states a blanket provision to 
the effect that a panchayat could levy all taxes 
which the state legislature can levy under the 
Indian Constitution. Such a provision exists in 
Gujarat, Madhya Pradesh, Maharashtra and 
Rajasthan [Mehta Committee, 1978, Pp. 
252-2571. Evidently, the use of this power is 
subject to sanction by the State Government, as 
is seen by the provision of the relevant Act per- 
taining to Maharashtra [Bombay Act, 1958, 

Section 124 (1) (ix)]. One wonders if sanction by 
stategovernment has been given toany panchayat 
to this effect. 

The situation in Karnataka as reflected in Table 
6 is on the basis of information in the Mehta 
Committee Report. However, under Kamataka 
Act, 1983 the panchayat raj pattern in Karnataka 
has undergone a change. Now the lowest tier1' in 
Karnataka is effectively the Mandal Panchayats, 
a mandal being ordinarily 'any area comprising a 
village or group of villages having a population 
of not less than ten thousand and not more than 
fdteen thousand' so declared by the competent 
authority [Karnataka Act, 1983, section 4 (1) 1. 
3 n  comparing the powers of taxation of village 
panchayats in Karnataka as per the Mehta Com- 
mittee Report and those of the maria panchayats 
under the Karnataka Act, 1983, one finds that 
whereas the mandal panchayats now are required 
to levy a tax on buildings and a tax on lands not 
subject to agricultural assessment, the village 
panchayats earlier were obliged to levy addi- 
tionally the profession tax, tax on property and 
trade tax. As for the optional levies, four such 
levies of the village panchayats reappear in the 
list of these levies for the mandal panchayats 
under the recent Act, viz., fees on markets; tax on 
entertainments; vehicle tax and water rate. In 
addition the tnandal panchayats may levy the 
following taxeslfes: fee on bus stands; tax on 
mineral rights; fee for grazing cattle on the 
grazing land belonging to or vested in the mandal 
panchayat and duty on transfer of immovable 
property. Some optional taxes or fees which fig- 
uredinlist of taxation powers of the former village 
panchayats have been left out of the 
corresponding list of the mandal panchayat under 
the new Act. These are octroi and tax on fairs and 
festivals. 

At this stage we may enquire into the relative 
importance of compulsory taxes as a revenue- 
raising source for the village panchayats in states. 
There is some information in separate NIRD 
studies in respect of Andhra Pradesh, Kerala, 
Gujarat and Tamil Nadu. The PREC Report 
mentioned earlier provides data for Maharashtra. 
There is a difficulty in using the information on 
Andhra F'radesh given in one of the NIRD studies 
WarayanaRao, Sastry, Vittal, 19841. TwoTables 



VOL. 2 NO. 3 PANCHAYATI RAI FINANCES IN INDIA 425 

in the publication, Table 5 and Table 7, furnish Rs 424.07 lakh. The figures of tdal income from 
hf~rmation on the receipts of the gram Pan- all sources (including presumably government 
cha~ats in Andhrabdesh overs period of yeas, ppnts) for 1974-75 also differ in the two Tables: 

covering the period 1957-58 to 1974-75 Rs 1,420.24 lakh in Table 5 and Rs 1,009.69 lakh 
and Table 7,1974-75 to 1979-80. Thus 1974-75 in Table 7. The &crepancy is na 
is covered in both the Tables. However, there are 
serious discRPanCies between the two ~ ~ t , l ~ ~ .  Hence, we shall not take this source into account. 
Thus Table 7 shows the tax revenue of village me avdable data for the folu states - C;uJara, 
panchayats in 1974-75 as Rs 295.32 lakh while Kerala, Mahariashtra and Tamil Nadu - for a few 
in Table 5 for just one tax, viz. the house tax, it is selected years are presented in the Table 7. 

Yun Statea Receipts from other"im ~o&l  Own Receipts 
Compulsory Taxes Receipu (3 + 4) 

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

1960-61 Maharashtra 56.90 144.70 201.60 
(28.22) (7 1.78) (101).00) 

Thinl Plan Tamil N a b  460.06 1181.44 1641.50 
Period (28.03) (7l.w) (1 00.00) 
1970-71 Maharashtra 152.40 260.80 413.20 

(36.88) (63.12) (100.00) 
Tamil Nadu 

1974-75 Guiarat 

Tamil Nadu 

1975-76 Guiarat 

Tamil Nndu 

(87.09) 4z;;) (100.00) 
Mahanshtra 487.34 1084.96 

(44.92) (55.08) (100.00) 
1981-82 Mahanshtn 556.44 847.49 1403.93 

(39.63) (60.37) (100.00) 

Figures in brsckets show centage to lotal 
Sources: Nanyam Rao, E2 6). Tabk 4, Pp. 402 - 403 for Gujara~ Nanyana Rao. 1982 (ii). Table 3, p. 757 for K e d ,  
PREC, 1986, Appendix 4.4, p. 521 for Mahanshtra; Narayana Rao, 1983, Table 2, Pp. 73-74 for Tamil Nadu. 

It is seen tirat barring the solitary exception of 
Kerala in one year (1979-80), when the compul- 
sory taxes yielded 87 per cent of the total own 
receipts, the proportion of receipts from 
compulsory taxes to total own receipts varied 
between 25 to 40 per cent. One does not know 
whether this is a representative picture for the 
country as a whole. Gujarat, Maharashtra and 
even Tamil Nadu have had, relatively speaking, 
a somewhat better functioning panchayati raj 
system. Momver, it would also be difficult to 
deduce from these figures whether even in the& 
states the village panchayats tapped thcse sources 

as much as they should. It is worth noting that 
several village panchayats had expressed to &he 
Sanlhanam Study Team their reservations about 
the system of requiring them to levy compulsorily 
certain specified taxes. They wanted their finan- 
cial resources to flow from higher level bodies or 
from optional taxes, fees and voluntary 
contributions [Santhanam Study Team, 1963, 
Part I, p. 111. All that we can infer from the above 
data is that in the states of Gujarat, Kerala, 
Maharashha and Tamil Nadu, the compulsory 
taxes have turned out to b e  quite a significant 
s o m  of own receipts at whatever level the tax 
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effort by panchayats in these states was organized. 
It  has also been customary for State Govern- 

ments to lay down minimum and maximum rates 
for several panchayat taxes. For example, in 
Maharashtrathe village panchayat can levy taxes, 
compulsory as well as optional, only within the 
minimum and maximum rates fixed by the State 
Government [Bombay Act, 1958, Section 1241. 
Similarly, in Andhra Pradesh, the house tax, a 
compulsory tax, and vehicle tax, an optional tax, 
are to be levied within the limits of nlaximum and 
minimum rates laid down by the stategovernment 
[Narayana Rao, Sastry and Vittal, Pp. 18 and 271. 
The Karnaraka Act, 1983, stipulates only maxi- 
munr rates for a number of taxes, compulsory as 
well as optional [Karnataka Act, 1983, Section 
1161. The Taxation Enquiry Commission, Gov- 
ernment of India (1953-54) had expressed the 
view: "It is desirable that the minima in a few 
appropriate cases (e.g. property tax and land cess) 
and the maxima in almost all cases, should be 
prescribed by State Governments and the local 
bodies then left to modify the rates as and when 
suitable" [TEC, 1953-54, VoI. 111, p. 3631. 

The minimum rate in the case of a tax is evi- 
dently intended to guarantee a minimum income 
from taxation to the panchayat. If i t  is felt that a 
particular tax, especially an obligatory tax, ought 
to be paid by all including the p r ,  the state 
government will have to keep the minimum rate 
sufficiently low. The rationale of policy of not 
allowing any exemptions in respect of house tax 
was explained in the Santhanam Study Team 
Report thus: "Although it may be argued that poor 
people in rural mas, especially those living in 
thatched huts, should be exempted, we feel that 
no hut or house should be exempted. We do so as 
much on sociological grounds as for financial 
reasons.... Payment of this tax will give them (i.e. 
the poor) a feeling that ' k y  are directly contrib- 
uting to the funds of the Panchayat and are, 
therefore, entitled to the services and amenities 
which it provides to all residents" [Santhanarn 
Study Team, 1963, Part I, p. 1 I]. The propsition 
seems to us of doubtful validity. The upper limit 
on tax rate seems to be designed to prevent the 
tax rate from being burdensome. In any case, the 
minimum and maximum rates help keep within 
limits the inter-panchayat diversity of rates within 

a state. 
The own non-tax sources of revenue for village 

panchayats have always consisted, inter alia, of 
fees of various types as also fines. To be sure, all 
fees are not to be regarded as non-tax items. As 
the Santhanam Study Team points out there are 
fees for services and license fees. The former 
includes "fees for water supply, drainage, street 
lighting and conservancy", whereas license fees 
"are levied for registration of cattle sold, collec- 
tion of hides and skins, tea stalls and restaurants, 
or goods exposed for sale in markets, for direction 
of new buildings, for use of common land and 
community property and for carrying on offen- 
sive or dangerous trade." [Santhanam Study 
Team, 1963, Pan I, Pp. 14-15]. The former 
category of fees are for services which are in the 
nature of social goods; these fees are rather like 
taxes and cannot be subsumed under the category 
of non-tax items. But license fees are certainly 
among the non-tax sources of income to village 
panchayats. So also are fines panchayats may 
impose for encroachments or, say, for failure to 
take licenses. Besides, villagepanchayatsmay get 
income from properties vested in them by the state 
government suchas, "porambokes, roads, bridges 
and culverts, tanks, water-ways, minor irrigation 
sources, grazing lands, unreserved forests, 
... buildingsand resthouses, slaughter houses" and 
so on [Mehta Committee, 1978, p. 11 11. 

Sources of OWE Receipts of Sarnitis and Pari- 
shads 

We now turn to own financial sources of pan- 
chayat samitis and zilla parishads. States differ 
widely in respcct of relative importance of  
panchayat mmiti/zilla parishad in their respective 
schemes of democratic decentralisation. 
Accordingly, their powers of raising own receipts 
differ among the states. We shall first consider 
the panchayat samitis md then turn to the zilla 
parishads. 

There are some states in which the panchayat 
samitis have 11ardly any powers to raise financial 
resources. In Andhra Pradesh, these bodies "do 
not have any spcci fic powers of taxation". In fact, 
"the Act does not mention the taxes, surcharges 
or fees which (they) can levy" [Narayana Rao, 
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Sastry and Vittal, 1984, p. 391. The same seems 
to be true of Orissa where also samitis do not seem 
to possess powers of raising resources on their 
own [Mehta Committee,, 1978, y. 270; Narayana 
Raa, 1982 (iii), p. 9701. There are no panchayat 
samitis in Assam [Mehta Committee, 1978, p. 
2661, nor in Kerala [Mehta Committee, 1978, p. 
269; Narayana Xao, 1982 (ii), p. 7691. In Maha- 
rashtra, the panchayat samiti, which is just an 
agent of the zilla parishad, has the power only to 
recommend an increase in  the rate of cess on land 
revenue upto a stipulated limit [Mehta Commit- 
tee, 1978, p. 270; PREC 1986, p. 1391. According 
to the Mehta Com~rittee Report, the samiti in 
Karnataka had the power to levy duty on transfer 
of immovable property in the shape of an addi- 
tional stamp duty and to impose tax on animals 
brought for sale in the markets within their 
jurisdiction [Mehta Committee, 1978, p. 2691. 
However, under the Kamataka Act, 1983, the 
samjti was given a marginal role in the newly 
constituted PRS with the result that the new Act 
does not assign to the samiti any own powcrs of 
raising revenue [Karnataka Act, 1983, Chapter 
VII, Sections 135-1371. 

Bihar, Gujarat, Punjab and Uttar Pradesh 
present a somewhat different scenario in respect 
of powers of panchayat samitis to raise revenue. 
The relevant Bihar Act "does not refer to any 
taxes, surcharges, etc., which the panchayat 
samiti can levy" [Narayana Rao and Naidu, 1981 
(iv), p. 3681. It appars, however, from the pro- 
forma of the budget estimates that there m duties 
and taxes which include "(a) Irrigation Tax, (b) 
Water tax, (c) Registration Fees oncycles, etc, (d) 
Tolls, (e) Any other tax, (f) Fees" [P4zrayana Rao 
and Naidu, 1981 (iv), p. 3681. The Mehta Com- 
mittee lists these powers giving some details. 
Thus the entry "proceeds from surcharge and 
fees" in the Mehta Committee Report presumably 
covers "any other tax" and "fees". "Tolls" are on 
"fairs, hats and ferries" [MehtaCommittee, 1978, 
p. 2661. All the same, available data for the y w s  
1971 -72 to 1977-78 reveal that the panchayat 
sarnitis in Bihardid not raise any receipts from ils 
own sources [Narayana Raoand Naidu, 1981 (iv), 
table 8, p. 3701. As for Gujarat, thereare "no taxes 
or fees which a Taluka Panchayat (nomenclature 
for panchayat samiti in Gujarat) cart exclusively 

levy by itsell". However, "subject to any general 
or special orders which the government may pass" 
and after observing preliminay procedure laid 
down in the relevant section of the Act, the pan- 
chayat samiti in Gujarat is permitted "to impose 
an education cess or any of the taxes which are 
leviable by a Gram or Nagar panchayat" [Na- 
rayana Rao, 1982 (i), p. 4081. In Punjab, a pan- 
chayat samiti "may impose any tax for which the 
State Legislature has the power under the 
Constitution of India" [Mehta Committee, 1978, 
p. 27 1 I. This appears to be a blanket power, the 
use of which is presumably subject to sanction by 
the state govemme.nt. We saw earlier that in 
Maharashtra, the Bombay Act, 1958 gives such a 
power to village panchayats, only if it "has beerr 
sanctioned by the St3te Government" [Bombay 
Act, 1958, Section '124 (1) (ix)]. Furthermore, 
panchayat sanlitis in Punjab can obtain non-tax 
income from properties and oher asscls [Mchta 
Committee, 1978, p. 2711. The Ulm Pradcsh 
Kshetlra Samitis (i.e. panchayat samitis) have no 
power of taxation, though under the rclevant Act, 
sources of non-tax income opn to thcm arc as 
follows: "License fce (a) on brokers, (b) for the 
service bulls and stallions; toll tax'' on vehicles, 
pack animals; fees on the regiswdtion of animals 
sold in the markel; fees on fairs, markcts, agri- 
cultural shows and exhibitions; fee for induslrial 
use of their property" [Mchta Committee, 1978, 
p. 2721. 

Finally, the third catcgory of states with pan- 
chayat samitis posscssir~g some powcrs to raise 
revenues, includes Haryana, Madhya Pradesh, 
Rajashan, Tamil Nadu and West Bcngal. In 
Haryana, as in Punjab, a panchayat samili is 
empowered to levy any tax under the state list in 
the Indian Constitution. Presumably, the use of 
this power in Haryana a s  well is subject to sanc- 
tion by the state government. Besides, a sarniti 
may "icvy fees for the use of or benefits from: (a) 
public hospitals, dispensaries, schools, sarais, 
markets, rest-houses, and other public institu- 
tions, (b) the supply, storage and preservation of 
water for drinking, bathing and agricultural 
purposes, and (c) preservation and reclamation of 
soil and drainage and reclamation of swamps". It 
is also empowered to charge fees "on fairs, agri- 
cultural shows and industrial exhibitions held 
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under its authority." The Mehta Committee 
further adds that "the taxes being levied [by the 
panchayat samitis] are : cycle token tax, oil 
engines license fees, vehicle tax, tonga tax, 
license fee (electric motor), bones and hides tax". 
Then again, a panchayat samiti, according to this 
Committee, can obtain non-tax revenue from 
ferries and fairs as  also in the form of share in 
receipts from cattle fairs [Mehta Committee, 
1978, Pp. 267-2681. In Madhya Pradesh, Janpada 
Panchayats (i.e. panchayat samitis) "may levy Lax 
on new bridges constructed by the Janpada pan- 
chayats and a tax on the theatrical performance, 
other shows or public amusement, additional 
stamp duty .. . on transfer of immovable property" 
[Mehta Committee, 1978, p. 2701. "A Janpada 
Panchayat may charge fees for any license or 
permission issued under the Act or for the occu- 
pation or use of lands or other properties vested 
in it or maintained out of the Janpada Panchayat 
Fund. It can lease the collection of toll or fees" 
[Narayana Rao and Srivastava, 1982, p. 3 151. 

The panchayat samitis in Rajasthan have wider 
powers of taxation [Narayana Rao and Naidu, 
1981 (ii), p. 841. The Mehta Committee lists these 
powers as follows: "(1) Tax on tradeslcalling, 
professions or industries; (2) Tax on fairs held in 
the area of the samitis; (3) Cess on rent for the use 
or occupation of agricultural land. .. and (4) Pri- 
mary education ces~". Besides, the. samitis could 
derive income by "building up remunerative 
assets (and from) bone contracts" [Mehta, Com- 
mittee, 1978, p. 2711. It appears that the own 
income of panchayat samitis in Rajasthan which 
was about Rs 1.96 crore in 1970-7 1 rose to Rs 
2.95 crore in 1976-77. Income from taxes 
imposed by the samitis including education cess 
was nearly 25 per cent of this total in 1970-7 1 and 
38 per cent of the total in 1976-77 [Narayana Rao 
and Naidu, 1981 (ii), table 8, page 901. 

The Tamil Nadu panchayat unions [i.e. pan- 
chayat samitis] are empowered to levy surcharge 
on entertainment tax, tax on cinematograph 
exhibition (show tax) as also local cess surcharge 
[Mehta Committee, 1978, p. 2721. There are 
minor sources of non-tax revenue16 to par~chayat 
unions such as fees on licenses issued, fees levied 
in public markets classified as panchayat union 
markets, fees for the temporary occupation of 

roads or roadsides, receipts from dispensaries 
maintained, sale proceeds of tools and plants, 
stores and materials and of trees and avenue 
produce pertaining to panchayats union roads, 
income from femes and fisheries etc., FJarayana 
Rao, 1983, Pp. 97-98]. Available data show that 
the own resources of panchayat unions in Tamil 
Nadu in 1977-78 were three times those in 
1966-67. Local cess and local cess surcharge 
accounted for over 80 per cent of these receipts 
in both the years marayana Rao, 1983, table 8 p. 
931. 

Finally let us consider the sources of revenue of 
the panchayat samitis in West Bengal. These 
include "(a) tolls on persons, vehicles or animals 
on any road or bridges vested in them or under 
their management, and (b) fees for (i) registration 
of vehicles, (ii) making sanitary arrangements at 
places of worship, fairs and festivals, (iii) licenses 
for organising hats or markets". "Besides, (the 
samitis) can impose a water rate and lightingrate 
if and when such services are provided". How- 
ever, "the samitis have hardly exercised these 
powers of taxation except in rare cases", so that 
"the income accruing to them from these sources 
is of marginal importance" while "the other own 
resources of panchayat samitis include receipts in 
respect of schools, building or works under their 
control and contributions and gifts made in their 
favour by public and other institutions" [Naray- 
ana Rao and Naidu, 1981 (iii), p. 1631. 

As for zilla parishads, there are no such bodies 
in Kerala and Madhya Pradesh. Zilla Parishads in 
Orissa were abolished in 1968 and in Haryana in 
1973. The district level bodies in Tamil Nadu are 
only coordinating bodies without any executive 
functions and have no sources of revenue. In 
Punjab, the zilla parishads have no power of 
taxation nor any power to levy any fees or cess. 
The only own source of income to them appears 
to be endowments or trusts administered by them 
[Mehta Committee, 1978, Pp. 276-2771. The 
Rajasthan Act provided for the setting up of zilla 
panchayats, (i.e. zilla parishads) as supervisory 
and coordinating bodies with some financial 
resources for the purpose, but these bodies were 
not brought into existence [Narayana Rao and 
Srivastava, 1982, p. 3071. In Andhra Pradesh, the 
Act mentions "proceeds from taxes or  fees which 
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the zilla parishad may under any law levy" as an 
own source of revenue. However, actually no 
taxes or fees have been specified [Mehta Com- 
mittee, 1978, p. 274; Narayana Rao, Sastry and 
Vittal, 1984, p. 421 and, in 1976-77, they had no 
revenue from taxes and fees marayana Rao, 
Sastry, and Vittal, 1984, p. 431. 

This leaves seven major states. Of these Kar- 
nataka, according to the Mehta Committee, had 
only a coordinating and supervisory district-level 
body and had no sources of income. However, 
under Karnataka Act, 1983, the zilla parishad was 
made a more active body having functions 
relating to various sectors of activity such as 
agriculture, animal husbandry, irrigation and 
ground water resources, industries and cottage 
industries, buildings and communications and so 
on. It isalso required to forrnulateand execute the 
district plan. As such it is given some powers of 
raising revenue such as rents, fees and fines as 
also proceeds of land, securities and other prop- 
erties sold by the zilla parishad [Karnataka Act, 
1983, Section 1911. In Assam, hlohkuma 
Parishad [i-e. zilla parishadl has the following 
sources of revenue: "Panchayat tax on every 
household, profession tax, license fee for cinema 
halls, bricksor tile kilns, saw mills, timber depots, 
petrol and diesel salesdepots,oil mills, rice mills, 
and extra charge on local rate" [Mehta Commit- 
tee, 1978, Pp. 274-2751. 

In Bihar, although "it wasintended to be merely 
a supervisory and coordinating body, in actual 
practice, it does perform certain minor executive 
functions as well" [Narayana Rao and Naidu, 
1981 (iv), p. 3751. As such it has some sources of 
revenue, such as taxes, rates and fees on lands, 
irrigation water rates, advances and deposits, and 
so on. These accounted for nearly 42 per cent of 
the total revenue (including, besides own reve- 
nue, also assigned revenues, grants and loans) in 
1971-72 but slumped to about 20 per cent in 
1977-78 [NarayanaRao and Naidu, 1981 (iv), Pp. 
376-377, table 111. In Uttar Pradesh the own 
receipts of a zilla parishad include tolls and fees. 
It may also secure receipts through taxes which 
the state government may authorise the parishad 
to Levy [Mehta Committee, 1978, p. 2771. In West 
Bengal, parishads have certain powers of raising 
revenue such as the following: "levy of tolls in 

respect of persons, vehicles, animals and impo- 
sition of water and lighting rates whenever such 
facilities are provided. Besides, they also receive 
some amount from ponds, ferries, sale proceeds 
of trees and grass and remunerative enterprises, 
etc. Some of the Zilla Parishads are getting 
handsome amounts from printing presses, ferry 
ghats and canals they manage." The own receipts 
of the zilla parishads in West Bengal which 
formed nearly 23 per cent of their total receipts 
in 196.5-66 rose to nearly 43 per cent of these 
receipts in 1976-77 [Narayana Rao and Naidu, 
1981 (iii), Pp. 171 and 173, table 91. 

In Gujarat.and Maharashtra, the zilla parishad 
has been entrusted with executive authority. "The 
most striking aspect of the District Panchayat [i.e. 
zilla parishad] in Gujarat is that it has been 
bestowed with full executive authority in respect 
of development functions which were earlier 
discharged by the state government at the district 
level. ... A comparable situation can be found in 
Maharashtra where the Zilla Parishad has been 
entrusted with executive authority" [Narayana 
Rao, 1982 (i), p. 4121. So far as thezilla parishads 
in Gujarat are concerned, the relevant Act does 
not specify any taxes or fees "which a District 
Panchayat can exclusively levy". However, the 
relevant section in the Act "permits every District 
Panchayat to impose, after observing h e  pre- 
scribed procedure, any of the dues and fees which 
are leviable by a Gram (i.e. village) or Nagar (i.e. 
town) Panchayat subject to a maximum of 10 per 
cent of the prescribed maximum rate of kuc or fee 
in respect of the same matter" [Narayana Rao, 
1982(i),Pp. 412-4 131. Inother words, the District 
Panchayat is empowered to levy a surcharge of 
not more than 10 per cent on taxes and fees of 
village panchayats and nagar panchayats [Kale 
Sub-committee, 1981, p. 941. 

In Maharashtra, the zilla parishad can have its 
own income both from taxes and non-tax items. 
Under the Maharashtra Act, 1961, the own taxes 
and fees of zilla parishads are as follows: "a 
general water tax if public water taps or stand 
posts have been installed for the use of the public; 
pilgrim tax; special tax on land and buildings; 
water rates in respect of water supplied to lands 
or buildings from any irrigation work vesting in 
a Parishad; any one or more of the following fees, 
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in any public markets, namely (i) a license fee on 
brokers, commission agents, weighmen or mea- 
sures practising their calling therein; (ii) a market 
fee for h e  right to expose goods for sale in the 
market or  for the use of any building or structure 
therein; (iii) fees on the registration of animals 
sold in the market" [Section 157 (I)]. 

Assigned Revenue 

Besides the revenue flowing Lo PRIs from their 
own sources, there is also revenue assigned to 
them by the state government from specified 
sources, which the state government itself taps 
and makes available to the PRIs, in part or in full. 
These sources include levies such as land revenue 
and cesses on land revenue in several states, 
surcharge on stamp duty in Andhra Pradesh and 
Maharashtra, entertainment tax in Andhra Pra- 
desh, cess on water rate in Maharashtra, irrigation 
cess in Gujarat and so on. The assigned revenues 
arise out of taxes levied by the state government 
and devolved fully to the local body or shared with 
the local body. The revenues thus represent In 
some sense a tax-sharingarrangement devisd by 
state governments to assist PRIs. 

The relatively more important type of assigned 
revenue prevalent in all major slates is the land 
revenue with cesses thereon. At the time of 
Santhanam Study Team Report, land revenue arrd 
local cess - that is, cess on land revenue - "(con- 
stituted) principal items of State assistance to 
hnchayats". The r k p R  further brings out that the 
panchayat samitis also had a share in this revenue 
[Santhanam Study Team, 1963, Part I, Pp. 17 and 
301. This was true even of the zilla parishads in 
two states, viz., Gujarat and Maharashtra [San- 
thanam Study Team, 1963, PartI1,Pp. 30and 751. 

According to the Mehta Committee Report, 
~roceeds from land revenue are passed on to the 
PRIs, in part in some of the major states and in 
full in others.In Keralaand Maharashtratheentire 
land revenue is passed on to the village pan- 
chayats [Mehta Committee, 1978, p. 263; 
Narayana Rao, 1982 (ii), p. 759; Bombay Act, 
1958, section 1311. Besides, in Maharashtra, an 
equalisation grant is given to a village panchay at 
so that it gets receipts from land revenue proceeds 
and grant together at the rate at least of Re 1 per 

capita WREC, 1986, p. 681. According to the Kale 
Sub-committee Report for Maharashtra, the 
average land revenue grant per village panchayat 
for three years, 1978-79 to 1980-81, was Rs 4.39 
crore, with the corresponding equalisation grant 
being Rs 0.53 crore, i.e. 12 per cent of the former 
[Kalesub-Committee, 1981, p. 11211. No portion 
of the land revenue is handed over to any of the 
PRIs in Andhra pradesh17 and Orissa [Mehta 
Committee, 1978, Pp. 260 and 2641. 

Among the other major states, Gujarat transfers 
the bulk of the land revenue to PRIs at the three 
levels after deducting 35 per cent of tlre proceeds 
"for meeting the expendimre on the salaries of the 
secretaries of the gram panchayats and of the 
village accountants in the state and on their 
training" [Narayana Rao, 1982 (i), p. 3911. In 
Punjab, 50 per cent of the proceeds from this levy 
is given over to the PRIs, the bulk of it going to 
the village panchayats [Mehta Committee, 1978, 
p. 2041. In all the other major states the share of 
land revenue going to the PRIs has been much 
smaller. Furthermore, according to the Mehta 
Committee in none of the major states, except 
Bihar, Ciujarat and Madhya Pradesh (only par- 
tially), are the village panchayats permitted to 
collect land revenue; collection is done by the 
revenue officials of the state concerned. 

Besides land revenue, there are cesses on land 
revenue -also known as 'local cesses' - levied by 
state governments which yield revenue to PRIs. 
There are three aspects of the system relating to 
cesses on land revenue, which are (i) authority 
competent to levy cesses; (ii) rates of cesses and 
(iii) distribution of yield among the PRIs. These 
vary among the major states. 

In a few major states the power to levy cesses 
is given to a PRI, for instarsce, the, panchayat in 
Ket-ala and the panchayat sarniti in Madhya Pra- 
desh, Rajaqthan arid Tamil Nadu. Interestingly, in 
Uttar Pradesh, it is the Gram Sabha (the village 
assembly) which is empowered to levy cess 
[Mehta Committee, 1978, Pp. 263-2651. In other 
states, i t  is the state government which levies 
cesses on land revenue; in some, primarily at the 
request of a PRI. Maharashmand Gujarat are the 
major states coming under the latter category. 

Rates of cesses on land revenue also vary as 
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between states. Moreover, in Gujarat and Maha- 
rashtra, there is some type of a dual system under 
which the state government levies, as it were, a 
basic cess, and may further levy an additional cess 
at the instance of a PRI [Mehta Committee, 1978, 
Pp. 261 and 2631. We may briefly outline the 
system as it exists in Maharashtra at present as is 
evident from the 1986 Report of PREC. 

There is a system relating to local cess revenue 
payable to village panchayats under the Bombay 
Act, 1958 and another pertaining to local cess 
revenue to be paid to zilla parishads and pan- 
chayat sirnitis under the Maharashtra Act, 1961. 
In both cases, the state government is reqrured to 
levy a 'basic' cess of paise 20 per rupee of land 
revenue payable to the govemment in the speci- 
fied area (that of a village panchayal or a zilla 
parishad, as the case may be), and make the 
resulting revenue, net of collection cost, available 
to the village panchayatlzilla parishad. It is per- 
missibIe for a village panchayat to request the 
state govemment to levy an additional cess upto 
a maximum of paise 80 per rupee of land revenue 
(i.e. a total of paise 500 per rupee in all), stating 
"the reasons for which such increase has been 
proposed, and the special purpose for which the 
proceeds of the increase in the rate are to be uti- 
lized" [Bombay Act, 1958, Section 127(3)]. If the 
state govemment agrees, additional net revenue 
would become available to the village panchayat 
concerned. In fact, very few panchayats in the 
state, made any such request WEC 1986, p. 681. 

A zilla parishad or a panchayat samiti may also 

make a sirnilar request stating reasons for the 
increase and the special purpose for which the 
proceeds would be spent. The ceiling in this case, 
for a zilla parishad and a pmchayat samiti taken 
together, is 180 paise per rupee of land revenue 
(i.e,, together with the basic, a tolal of 200 paise 
per rupee). The net revenue from the additional 
levy recommended by a panchayat samiti is paid 
to it whereas that from the one recommended by 
azilla parishad is shared between the parishadand 
the samitis within the district on a 50:50 basis, 
every panchayat sarniti getting a share in pro- 
portion to the collection of cess within its area 
[Maharashua Act, 1961, Section 155 (6)l. This 
means that the zilla parishad is free to decide how 
it will spend the net revenue from the "basic" cess; 
however, in respect of that from cess above the 
"basic" one, the parishad is required to spend it in 
conformity with its prior commitment. As for the 
panchayat samiti, both the types of additional net 
revenue it gets, viz., (i) that following from its 
own recommendation for an additional cess and 
(ii) the share in the one accruing from the addi- 
tional cess recommended by the zilla parishad, 
have to be spent on the lines of the commitments 
made [PKEC, 1986, Pp. 1 lG and 1391. 

Finally, to encourage the zilla parishad to raise 
resources through cess above the 'basic', the sate 
government givesa matching grant along with the 
net revenue from additional cess recommended 
by the zilla parishad. This is according to the 
formula shown in Table (8). 

TABLE 8. MATCHING GRANT TO ~ L W  PARISHADS IN MAHARASHTRA ON CESS ON LAND REVENUE ABOVE THE BASIC RATE 

Css Matching Grant 

(1) Basic Cess (20 pix) Nil 
(2) Additional 30 paise Nil 

(i.e. 50 paise in all) 
(3) Additional SO paise 50  per cent of revenue collected 

( i s .  100 paise in d l )  
(4) Additional lOO psisc 100 per c a ~ t  of revenue collected 

(i.e. 200 paise in all) 

Source: PREC 1986. p a  8.8 (E). p. 1 17 
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When local cess is levied and collected at the 
instance of a panchayat samiti, 25 per cent of the 
matching grant due according to the above for- 
mula is to be paid to the concerned panchayat 
samiti [Kale Sub-Committee, 1981, p. 14; P m C ,  
1986, p. 1401. On an average cess of Rs 8.74 crore 
for three years (1978-79 to 1980-8 1) paid to the 
panchayati raj bodies in Maharashtra, they 
received a matching grant of Rs 4.55 crore, i.e. 
52 per cent of the former [Kale Sub-committee, 
1981 ,p. 1151. It will beseen that for revenue from 
cess on land revenue above the "basic" rate to 
accrue to a PRI, it has to take initiative and request 
the government to levy it at arate within stipulated 
limits, stating the purpose for which proceeds are 
likely to be spent. Even the matching grant on cess 
above the basic rate can be attributed to the 
initiative taken by a zilla parishad or a panchayat 
samiti, since it becomes payable only when the 
zilla parishad or the panchayat samiti, as the case 
may be, resolves in favour of cess on land revenue 
of more than 50 paise per rupee. 

In Gujarat also one type of assigned revenue 
originates in an initiative taken by azillaparishad, 
viz. an increase in the rate of stamp duty on 
instruments of transfer of immovable property 
situated within the limits of the district, for which 
the zilla parishad has to pass a resolution to be 
conveyed to the state government [Narayana Rao, 
1982 (i), p. 416; Kale Sub-committee, 1981, p. 
901. This is true of all incentive grants paid by a 
state government to a PRI for raising resources 
on its own. Thus in Tamil Nadu, a village pan- 
chayat is entitled to the village housing tax 
matching grant, under which "on every rupee of 
house tax collected by a village panchayat an 
equal amount is to be paid by the government as 
the village house tax matching grant" marayana 
Rao, 1983, p. 793. The Government of Tamil 
Nadu also "gives a matching grant to the Pan- 
chayat Unions on the basis of the rate of local cess 
surcharge levied by them ... These matching 
grants did provide an incentive to the Tamil Nadu 
Panchayat Unions to increase the rates of levy of 
local cess surcharge" [Mehta Committee, 1978, 
p. 1 191. In Bihar there is an "incentive grant for 

, the taxes collected by the panchayats over and 
above the ceiling limit. This is with reference to 
the obligatory tax" marayana Rao and Naidu, 
1981 (iv), p. 3611. It  is then possible to lump 

together receipts of a PRI from (i) own sources 
(taxes and fees) and (ii) assigned revenue (incl- 
uding matching grants) which depend on the 
initiative of the PRI and refer to them as 'local 
revenue', being the revenue a PRI would be able 
to get on its own initiative. 

Grants 

Finally, grants from state governments consti- 
tuteanimportant source of revenue to PRIs. Some 
of the grants are only vehicles through which 
assigned revenues from specified levies are 
passed on to thePRIs. Thus a share in land revenue 
earmarked for a PRI is ordinarily described as 
grant in several states: land revenue going cent 
per cent to village panchayats in Maharashtra 
[Bombay Act, 1958, Section 1311; share in land 
revenue to village panchayats in Kerala, being 
described as 'basic tax grant' [Narayana Rao, 
1982(ii), p. 7591; share of 5 per cent of land 
revenue given to panchayat samitis in West 
Bengal marayma Rao and Naidu, 1981 (iii), p. 
1631; land revenue assignment at the rate of one 
rupee per capita earmarked for panchayat samitis 
in Tamil Nadu [Narayana Rao, 1983, p. 981; land 
revenue grant to district panchayats (i.e. zilla 
parishads) in Gujarat [Narayana Rao, 1982 (i), p. 
4131; 25 per cent of land revenue collected in a 
district, being earmarked for the PRIs at three 
levels in Madhya Pradesh marayana Rao and 
Srivastava, 1982, p. 3081. 

Thereare also shares accruing toPRIs in income 
raised by state government from specified 
sources, not described as assigned revenues, 
which are handed over to PRIs in the form of 
grants. For instance, in Maharashtra, 5 per cent of 
forest revenue in adistrict is passed on to the zilla 
parishad in the form ofa grant, which is to be used 
by the parishad only for construction and devel- 
opment work in the forest sector WREC, 1986, p. 
1171. Similarly, in Gujarat, a forest revenue grant 
equal to 5 per cent of the forest revenue is payable 
to the zilla parishads [Narayana Rao 1982(i), p. 
4161. In Orissa, on the other hand, grant from 
kendu leaf revenue is made to village panchayats 
and panchayat samitis, in whose areas kendu leaf 
is grown [Narayana Rao, 1982(iii), p. 9541. It 
appears that the practice of giving this grant to 
PRIs in Orissa has been in vogue right since the 
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establishment of PRIs in Orissa in the wake of the 
Mehta Team Report in 1957 [Santhanam Study 
Team, 1963, Part I, p. 191. 

Grants mentioned in the preceding paragraphs 
are given out of fmancial resources raised by a 
state government from sources specified. There 
are other grants from general revenues of the state 
made with a view to giving incentives to a PRI. 
We have already mentioned such incentive grants 
as matching grant to a zilla parishad in Maha- 
rashua against cess on land revenue over a rate of 
50 paise per rupee of land revenue, or village 
housing tax matching grant in Tamil Nadu, or 
incentivegrant paid in Bihar to village panchayats 
collecting obligatory taxes above a specified 
ceiling limit. 

There is another type of grant from the general 
revenues of the state government which is given 
to PRIs. This is designed to help backward areas. 
A reference has already been made to equalisation 
grant in Maharashtra for village panchayats 
whose share in land revenue turns out to be less 
than Re one per capita. Gujarat operatcs a similar 
system. Portions of land revenue are credited 
respectively to the State Equalisation Fund and 
District Equalisation Fund. The former "is to be 
utilised for making special grants to backward 
districts to minimise the social and economic 
inequalities between the districts", the latter being 
"utilised by the District Panchayats for making 
special grants to backward panchayats subordi- 
nate to it to minimise the social and economic 
inequalities between the panchayats in the 
district" [Narayana Rao, 1982(i), Pp. 39 1-3921. 

Grants of the type mentioned in the preceding 
paragraphs are of importance to village pan- 
chayats. For example, in Maharashua, according 
to data presented in the PREC Report, 1986, the 
land revenue grant accounted for around 80 to 90 
per cent of total income from grants to village 
panchayats during 1981-82 to 1984-8518 [PREC, 
1986, p. 671. In MadhyaPradesh, the land revenue 
grant was about the only grant to village pan- 
chayats and it amounted to around Rs one crore 
a year during 1971-72 to 1979-80 marayma Rao 
and Srivastava, 1982, p. 3091. In Tamil Nadu, the 
village house tax matching grant is similarly 
pre-eminent Warayana Rao, 1983, p. 791. 

In the case of higher-tier panchayati raj bodies, 

such grants are relatively less important. Thus, in 
Tamil Nadu, during the Third Five Year Plan 
period as a whole, the amount of grant to pan- 
chayat samitis in the state on account of local cess 
surcharge matching grant and land revenue 
assignment taken together was Rs 19.83 crore 
whereas the total grant paid to these bodies was 
Rs 87.29 crore. The former was 22.72 per cent of 
the total. In 1978-79, the same proportion was 
16.36 percent19 Narayana Rao, 1983, table 13, 
Pp. 114-1171. In Gujarat, the zilla parishads 
received a total of Rs  3.98 crore in 1964-65 and 
Rs 3.70 crore in 1975-76 from land revenue grant, 
cess on land and forest revenue grant put together. 
On the other hand, grants for panchayat schemes 
were Rs 9.76 crore in 1964-65 and Rs 38.88 crore 
in 1975-76, apart from those for state schemes and 
functions executed through the panchayati raj 
bodies, which amounted to Rs 12.92 crore in 
1964-65and Ks63.50 crore in 1975-76 [Narayana 
Rao, 1982(i), Pp. 413-420, tables 9 to 131. 

The bulk of the grants for the higher-tier pan- 
chayati raj bodies are out of general revenues 
given for meeting expenditure on specified items. 
There are grants forplan schemes which thePRIs, 
particularly the zilla parishads1 panchayat sami- 
tis, are expected to carry out. Moreover, when the 
panchayati raj system came into being, the state 
government staff connected with subjects trans- 
ferred to PRIs was transferred to them and an 
establishment grant was given to meet salaries 
and relatedexpenses. Any further increase in staff 
has been with the consent of state government and 
the establishment grant is correspondingly 
increased. Other and more important grants are 
those given to cover expenditure by the higher- 
tier PRIs on schemes transferred to them under 
the state Acts. In Maharashtra, these grants are 
described as "purposive" grants [Bongirwar 
Committee, 1971, p. 711. Thus the establishment 
and purposive grants are essentially for t'le pur- 
poseof maintenance of services and assets created 
in previous plans and cover non-plan expenditure 
of the PRIs. In Maharashua, of the three types of 
grants to zilla parishads, viz. establishment, 
purposive and plan grants, the purposive are 
overwhelmingly more important (Table 9). 
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\ ~- - -  --, 

Year Eslrblirhrnmt Purposive Plan Total (2) as (3) t s  (4) as 
Grant Grant Grant Grant 4c of (5) % of (5) % of (5) 

(1) (2) (3) (4) (5) 16) (3') (8) 
1979-80 23.47 167.84 22.44 213.75 10.98 78.52 10.50 
1984-85 63.88 339.92 65.13 468.94 13.62 72.49 13.89 
1986-U7 79.98 394.21 68.23 542.42 14.75 7268 12.58 

Source: PREC, 1986, Pp. 564-565. Appendix Table 8.6 

In some states, the state governments give per 
capita grants to PRIs for meeting specific 
expenditure. In Karnataka, under the revised 
pattern of panchayati raj system, the state gov- 
ernment is required to give per capita grant both 
to zilla parishads and to mandal panchayats 
[Karnataka Act, 1983, Section 114 (3)]. In 
Rajasthan also, the state government gives per 
capita grants to panchayats "for development 
works to rnake them powerful instruments of rural 
development" [Narayana Rao and Naidu, 1981 
(ii), p. 751. The Government of Andhra Radesh 
pays to each village panchayat a grant of Re 1 per 
capita, "to be ueilised for its adminiswdtion and 
for various developmental activities". Per capita 
grants are also given in Andhm Pradesh to pan- 
chayat samitis for general purposes and for 
communications and to zilla parishads [or 
communications [Narayana Rao, Sashy, Vittal, 
1984, Pp. 44-45]. 

FLOW OF FINANCIAL RESOURCES TO PRIs 

We may consider the relative importance of the 
different sources in the revenue receipts of PRIs. 
Broadly speaking, the PRIs get revenue from (i) 
own taxes and non-tax items, (ii) assigned sources 
and (iii) grants from state government. We also 
saw that in respect of some of the items under 
assigned sources the PRIs have to take initiative. 
Revenue from rhese items plus own sources (tax 
and non-tax) may be described as 'local revenue'. 
A useful breakup is between (i) local revenue and 
(ii) government assistance (is.  some portion of 
assigned revenue and grant-in-aid). However, 
information in this form is not available for most 
states. 

Position Around Early 1960s 

Data for the early 1960s can be reconstructed to 

some extent from the state-wise information 
provided in the Santhanam Study Team Report, 
Part I1 though it is quite scanty. There are no data 
for the higher-tier PRIs (parishads and samisis) in 
a number of states. For the few states for which 
he data are available, some portion of receipts 
are shown by items such as education, commu- 
nications, minor irrigation, social welfare and so 
on, as in the case, for example, of Andhra Pradesh 
[Santhanam Study Team, 1963, Part 11, p. 111. In 
such cases we do not get a break-up of revenue 
even into (i) tax revenue (ii) non-tax revenue and 
(iii) grant-in-aid. Moreover, the data given in the 
Study Team Report are not for a category of PRIs 
@mchayatslsamitis/parishads) in a state as a 
whole but only for selected panchayats/sami- 
tis/parishads visited by the Study Team. All the 
same we present below the data that are available. 

Revenue receipts as given for two zi118 pari- 
shads in Maharashtra" in 1962-63 and for three 
zilla parishads in ~ajasthan' in 1960-61 and 
1961-62, show the heavy dependence of the zilla 
parishads concerned on government grants-in- 
aid. These grants constituted 9 1.55 per cent of 
total receipts (Budget Estimates) of one of the 
parishads in Mahasashua and 96.17 per cent of 
receipts (Revised Estimates) of the other. In 
Rajasthan, the government grants accounted for 
94.31 per cent of the revenue receipts in 1960-61 
and 85.92 per cent in 1961 -62 for three parishads 
taken together. 

As for village panchayats, we have information 
on revenue receipts of 42 pancbayats spread over 
8 states, that were visited by the Study Team. The 
data are presented in Table 10. The 42 parrchayats 
show a wide divergence in respect of their per 
capita revenue. The lowest per capita revenue 
ranges between Rs 0.03 in Uttar Radesh to Rs 
1.64 in Maharashtra; at  the other extreme, the 
figures vary between Rs  0.97 in Uttar Pradesh to 
Rs 8.54 in Mysore. 
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TABLE 10. INCOME OF VULAOE P ~ C H A Y A T S  DURING 1w.6 1 (REWUE ACCOUN~) 

(Rue=$) 
State No. Of Taxes Govt. Non-tax T a d  Income (3)as % (4) as % (5) as % 

V.P.s Grants f m  All Sources of (6) of (6) of (6) 
visited 

(1) (2) (3) (4) (5) (6) O (8) (9) 
Andhra Pradesh 8 65,199 59,722 34,289 159,210 40.95 37.51 21.54 
Bihar 4 20 2,654 1.672 4,346 0.46 61.07 38.47 
Maharashtra 2 7,775 20,255 8.127 36,157 21.50 56.m 2248 
Mvsore 9 14.082 51.185 19.828 85.095 16.55 60.15 23.30 
- -..-- 
Punjab 4 606 51951 9355 i5:612 3.83 38.12 58.00 
Rajasthan 7 12,667 37,868 39,72 90,307 14.03 41.93 44.04 
Uuar Pradesh 5 1.258 1.960 1.830 5,048 24.92 38.83 36.25 

Total 42 101,607 194956 121,097 417,660 24.33 46.68 28.9 

Figures under 'Non-tax' show a total of three separate figures in the publication, viz 'Non-tax', Income from properties' and 
'Miscellaneous' 
Source: Smlthanam Study T ~ I ,  1963. Part II. 

The revenue of panchayats from taxes was non-tax sources are lumped under the residuary 
miniscule in Bihar and Punjab, and it was zero in item of 'other revenues'. In fact, in h e  data 
the three village panchayats in OriSSa, visited by presented by the Mehta Committee, the figures of 
the Study Team. In Bihar, Maharashtra, Mysore grant-in-aid for only one or two states are said to 
and Orissa the income from P t s w a s  more than include assigned revenues as well; this means that 
half of the total; in the remaining four states it was in most sf the cases assigned revenues have bn 
more than One third- For d1 the 42 pmchayats included in 'other revenues' in that report. In that 
taken about 47 per cent of came case, he had gother revenues' is a hotchwch of 
from government grants, 24 per cent from taxes 
and the remaining 29 per cent from non-tax items. 'own receipis' from non-tax items and receipts 

The village panchayats seem to depend on grants from assigned revenues which are passed on to 

much less than do the higher-tier PRIs. the panchayats in the form of grants. It is not thus 
possible from these data to gauge the relative 

Financial Resources in 1970s and 1980s magnitude of the revenue-raising effort of the 
village panchayats. However, the NLRD studies 

Data on the financial resources of PRIs in the and the Ministry of Agriculture publication (for 
1970scan be ob?ained from the MehtaCommittee 1988-89 only) give some idea of the degree of 
Report and the various NIRD studies. As for revenue efforts of the village panchayats in some 
1980s the Ministry of Agriculture publication states. 
cited €Wlier gives information on source-wise Table 1 1 gives the financial resources of village 
revenues of village ~ancha~ats  and the ~ a n c b ~ a t  panchayats broken up into 'taxes and fees', 
samitis in the reporting state, but not of the zilla sgovemment grants9 and revenues7. l%e 
parishads. However, PMC Report (19863 gives &la for 1971-72 to 1977-78 md for 1988-89. 
some useful information for seven zilla parishads The Blata for six states are for 1971-72 and 
in Maharashha which we prwnt in 1975-76,for five states for 1974-75 and 1976-77, 
proper context. 

Available data on revenue receipts of pan- for four states for 1972-73 and 1973-74, for two 

chayats give a break-up into 'taxes and fees', states for 1977-78 and for seven states for 
'govemment grano* and aolher revenues'. ne 1988-89. Of the 15 major stales 12 slates appear 
'taxes and fees7 do not exhaust t k  'own in the Table for One or more years, omissions 
of the panchayats. Clearly 'own receipt$' from the being Assam, Karnataka and ~ a m i l  Nadu. 
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TABLB I I .  FINAN(JU RESOURCES OF VILLAOE PANCSIAYATS 
(Rs 

Yur S u e  Tuer Gov-cnt Otbn TotPl (3) as % ((4) as % (5) as % 
and Fees &mu Revenues (3*4+5) of(6) of (6) of (6) 

(1) 0) (3) (4) (5) (6) (7) (8) (9) 

1971-72 Bar* 7.50 15.64 -- 23.14 32.41 67.59 - 
Cujml* 474.70 - 1,845.57 2,320.27 20.46 

-- 79.54 

Kmrl. 495.00 131.00 -- 626.00 79.07 20.93 - 
Mrharbtn 442.45 952.1 1 320.00 1.714.56 25.81 55.53 18.66 
Orirsr. 105.98 170.2p -- 276.25 38.36 61.64 
West Bmgd* 82.54 220.42 0.49 303.41 27.20 72.65 039 
Tohl 1,608.17 1,489.44 2,166.02 5,263.63 30.55 2830 41.15 

1973-74 Bihr* 
GUjMt' 
Kcrah 
Punjab 
Tolal 

1974-75 Andhn Radesh 
Bihr* 
Hpyma 
Kc* 
Punjab 
*row 

1975-76 Andhra Radesh 
Bihr* 
Hayma 
K e n l a  
Orism 
Punjab 
Tohl 

1976-77 Biba* 
Haryma 
Orissa* 
Punjab 
Uuar Pmdcsh 
Totrl 

1977-78 Biha* 
Orissa 
Totrl 

1988-89 Andhra Radesh 
Gujarat 
Haryma 
Madh aRadesh kj1 
Rajasthim 
Uuar Radesh 
Total 

- 
Cmsist of Grabin-aid and assigned revenue. b Includes ants from Anchel Parishads/samitis. 

fo&: o*ip=r fa @jarat i. the y- ofthe 1970s arc taken [NmayemaRa, 1982(i), ubb 2. 4001. 'he table gives a b d - u P  of figuns mto 'Rocelpts from taxes and fees' and 'Income from sourced other than taxed m d  fees'. %. the data for Gujarat in the Mehta 
Canminec Rcppt mts Er? ~ o v m m i c n t  q Born ar 'nil' [Statement 2, p. 2841. Io view this, the 'Incame from Mx\rccJ other than 
taxes and fees 1s &wn as 0 t h  Rwcaues' m the hbk. 
S o m s  of d.tcl: 1. NIRD Studies for the swes shown with an asterisk *. 2. Mehta -mi-, 1978,Statcmcnt 2, 4. 284-285, for 
remaining ststcs for the 1970s. 3. Mnistry of Agriculture, 1989, tabk 7A, p. 17, for 1988-89. 
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Though there are inter-state differences, grants 
constitute a modest proportion of the total revenue 
in most years. Leaving out 1977-78 in which the 
data given are only for two states, Bihar and 
Orissa, we find that only in 1988-89 grants 
accounted for nearly two-third of the total revenue 
receipts. It seems, therefore, that the village 
panchayats had to depend on their 'own receipts'- 
which include besides 'taxes and fees' a portion 
of 'otherrevenues' as well- toa significant extent, 
at least in the 1970s. The picture has probably 
undergone some'change in recent years. 

The data on Bihar and West Bengal for the 
1970s are drawn entirely from the NIRD studies. 
In these studies we get a division of panchayat 
revenues into (i) own sources and (ii) government 
grants. The data for West Bengal in Table 11 are 
only for 1971-72 in which year the own sources 
of village panchayats yielded a little over one- 
fourth of their revenue. The data coverage for 
Bihar is much better. In the years 1971-72 to 
1977-78, the own receipts were a small proportion 
of the total revenue, in fact very much so during 
1974-75 to 1977-78. 

In contrast, the 'own receipts' from 'taxes and 
fees' contributed a major portion of total revenue 
of village panchayats in Haryana, Kerala and 
Uttar Pradesh in the 1970s. The proportion for 
Kerala was in the range of 80 to 85 per cent; it 
was in the neighborhood of 70 per cent for 
Haryana. As for Uttar Pradesh, data reported was 
only for 1976-77 and the proportion of 'taxes and 
fees' to total revenue was 60 percent. 

Maharashtra is not much covered in Table 11 
but data are available in the reports of the two 
state-appointed Committees, viz. the Bongirwar 
Committee and the PREC. According to the for- 
mer Committee, out of a total income of Rs 
7,085.34 lakh of the village panchayats in 
Maharashtra during the years 1965-66 to 
1969-70, government grants contributed Rs 
3,713.18 lakh, i.e. 52.41 per cent, the rest of the 
income (47.59 per cent) coming from 'own 
sources', tax and non-tax [Bongirwar Committee, 
197 1, Pp. 378-3793. The PREC Report gives data 
on (i) government grants to village panchayats in 
Maharashtra and (ii) their own receipts, i n  two 
separate tables, according to which in  1981-82 - 
the only year common to the two tables - a total 

income of village panchayats of Rs 1,926.07 lakh 
was divided into Rs 522.14 lakh of grantsP and 
Rs 1,403.93 lakh of 'own receipts' PREC, 1986, 
Pp. 67 and 5211. The 'own receipts' thus consti- 
tuted 72.89 per cent of the total revenue receipts. 
It appears that the village panchayats in 
Maharashtra had b depend more on their own 
resources to finance their expenditure. 

What does a relatively high percentage of 'own 
receipts' to total revenue mean? Does it neces- 
sarily signify an effort on the part of the village 
panchayats to be self-reliant? This is not tnie in 
every case. Consider Haryana and Uttar Pradesh. 
The per capita income of village panchayats from 
all sources was Rs 0.84 in Haryana in 1977-78 
and Rs 0.61 in Uttar Pradesh in 1976-77 [Mehta 
Committee, 1978, Pp. 279-2801. Raising 60 to 70 
per cent of these measly amounts can hardly be 
described as a praiseworthy effort to be self- 
reliant. Kerala seems to present a somewhat dif- 
ferent case. The per capita revenue of village 
panchayats in Kerala in 1975-76 was Rs 5.61 
[MehtaCommittee, 1978, p. 2791, and 80 per cent 
of it came from laxes and fees (i.e. 'own sources') 
during 1971-72 to 1975-76; and 87 per cent of the 
own receipts came from compulsory taxes in 
1979-80 (Table 7). 

The per capita resources of the village pan- 
chayats in Haryana and Uttar Pradesh on the one 
hand and in Kerala on the other mentioned above 
illustrate the differences that are there between 
states in this respect. In fact, the differences are 
wider (Table 12). 

Thus, in the 1970s, village panchayats in 
Maharashtra had the highest per capita revenue 
of Rs 8.4 1, in Gujarat Rs 7.60 and in Kerala and 
Punjab about Rs 5.50. At the other end was Bihar 
with per capita revenue of Rs 0.32 preceded by 
Assam (Rs 0.47). Uttar Radesh (Rs 0.61), Orissa 
(Rs 0.71), West Bengal (Rs 0.74) and Haryana 
(Rs 0.84) - all below Re 1 per capita. Madhya 
Radesh (Rs 1.15), Karnataka (Rs 1-87), and even 
Rajasthan (Rs2.08) werenot much better. Andhra 
Radesh (Rs 4.59) and Tamil Nadu (Rs 3.78) were 
inbetween. The picture changed somewhat in the 
1980s. Now Rajasthan is at the top with a per 
capita revenue of village panchayats of nearly Rs 
51, followed by Gujarat (Rs 32) and Punjab (Rs 
23). At the bottom in an ascending order are 
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Madhya Ra&sh (Rs 0.59), Uttar Pra&sh (Rs are. not available. I11 both the years, Gujarat and 
1.32).Timil N a d ~  (Rs 3.03),Orissa (Rs4.30) and even had a relatively high per capita rev- 
even bhhiWilshk (Rs 4-73 in 1981-82). In enue for "illage panchayats, whereas u t m  mPra 
between the two exbema @s 18.25). dsh, Madhp Radesh even Oris% were at 
Andhra Pra&sh (Rs 16.71). Haryana (Rs 13.40) 
and West Bengal (Rs 12.92). Data for three states the baom. 

State Per Capitn Revenue in a year of 1970s Per Capita Revenue in 
1988-89 (Rupees) 

Amount Year for which 
@UPS) data aE given 

(1) (2) 0) (4) 
An&n Pnderh 4.59 1975-76 16.71 
Assun 0.47 1974-75 N.A. 
Bihrf  0.32 1977-78 N.A. 
Gujrnt 7.60 1972-73 31.77 
H ~ ~ I I A  0.84 1977 -78 13.40 
Karn.tJca I .87 1975-76 N.A. 
Kernla 5.61 1 !?75-76 18.25 
Madhya Rndesh 1.15 1972-73 0.59 
M h a n s h t n  8.41 1 973 -74 4.73* 
Orissn 0.7 1 1975-76 4.30 
Punjab 5.46 1976-77 23.16 
Rajrsthan 2.08 1975-76 50.66 
T d  Nadu 3.78 1873-74 3.03 
Uttar Pradesh 0.61 1976-77 1.32 
West Bcngd 0.74 1975-76 1 2.9Zb 

- - - -- - 

N.A.= Not Availabk 
* Tbe figure fa 1977-78 fa Sihr iadcrived on the bnsis of total revenue shown in tabk 10 and populatim covered by village paacbayets 
given in [Mcbtr Canmime, hnnexure 1, p. 203). 'Figure for Maharashtra is fa the year 1981-82, derived m the basis of data ca total 
revenue of village psacbsyats in two tables in the PREC Report cited above in Ibe text md rural popllatim of4.07 a w e  in Maharashma 
u pa the Census d Iadia. 1981. (b) The pcr capits incane of village panrhayats in West Bcngal was derived in the following way: 
Tbc ntrd ~ k t i o a  of West Emgal as per lbc Ceasus of India, 1981 was 401 lakb [Tata Services Ltd., 1989, tabk 42, p. 461. There 
have been 3 05 villrge pc4I.yat.s in the SWC. This mcsus the population per penchayat wmes to 0.12 I d .  We sn told that 'The 
rvcngc iacunc of A pchayat .L pesent from ail ... sources is more than Rs 1.55 I& This docs not include the value of the foaigrahs 
rcceivcd by k s e  bodies for utilidm unda diffacnt programmes" [NaaycaaRao and Naidu 1981(iii), p. 1501. Taking Rs 1.55 I$ch 
as inume pa purchayaaad 0.12 ldrh aspopllatioa perpenrbayat, we get Rs 12.92 as  pn capita revenue of village p c h a y a t s  in West 
Bapgd. The Weat Bmgal figure is for, say, 1980-81. 
Soclrccs: (1) Mehu C m m i ~ ,  1978, Smxucnt 1, . 279-280. for informatioa in columns 2 and 3 of the table. (2) Ministry of 
A&rk~lture, 1989. hbk ,A. p. 17. for figurrs u n d a ~ k r i  4. 

As for the fmancial resources of the panchayat 
samitis, the sources of data are Mehta Committee 
Report and the relevant NIRD Studies for 
1971-72 to 1977-78, and the Ministry of Agri- 
culture publication cited, for 1988-89. The 
available data ape presented ip. Table 13. For the 
1970s and later, data are available for a small 
number of states, viz. for two states in 1972-73, 
1973-74 and 1976-77, for three states in  1971-72, 
1974-75 and 1975-76, for four states in 1977-78 
and for six s m s  in the recent year of 1988-89. 
Altogether, for nine major states, data are avail- 
able for one or more years; these are Andhra 
Pradesh, Bihar, Gujarat, Haryana, Madhya 
Pradesh, Orissa, Punjab, Tamil Nadu and Uttar 

Pradesh. ?here are no samitis in Assam or in 
Kerala and those in Maharashtra are just agents 
of the zilla parishads and have hardly any 
resources. 

Column 8 of the Table shows that in all the 
states taken together the government grants was 

major, in most years the overwhelmingly 
important, source of revenue. In five of the eight 
years, the grants constituted over 90 per cent of 
h e  revenue. The proportion was 82 per cent in 
one year, and relatively low in the remaining two 
years, these being 56 and 66 per cent. This is  also 
true of the more recent year of 1988-89. Evi- 
dently, the panchayat samitis depend heavily on 
the state government for their revenues. 
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TABLE 13. F~ANCIAL RESOUXCES OF P'ANCHAYAT SAMITIS 
e s  La&) - 

Year Slates Own Government M e r  Total (3) as per (4) as per (5) as per 
Receipts Grants Revenues (3+4+5) cent of (6) cent of (6) cent of (6) 

(1) (2) 9 )  (4) (5)  (6) 0) (8) (9) 

1971-72 Andhra Pradesh 162.22@ 3,244.21 63.94 3,470.37 4.67 93.48 1.84 
-- Bihar 108.66 -- 108.66 -- 100.00 -- 

Hatyana 113.47 46.37 -- 159.84 70.99 29.01 -- 
Totai 275.69 3,3934 63.94 3,73867 737 90.92 1.71 

1972-73 Bihar -- 24.70 -- 124.70 -- 100.00 -- 
Haryana 126.88 37.35 -- 164.23 77.26 22.74 -- 
Total 126.88 162.05 -. 288.93 43.91 56.09 -. 

1973-74 Bihar -- 176.24 -- 176.24 -- 100.00 
Haryana 119.67 55.38 -- 175.05 68.36 31.64 -- 
Total 119.67 231.62 -- 35129 34.07 65.93 .. 

1974-75 Andhra Pradesh 216.14~ 3,746.02 27.17 3.989.33 5.42 93.90 0.68 
Bihar -- 500.07 -- 500.07 -- 100.00 
Haryana 146.70 63.16 -- 209.86 69.W 30.10 -- 
Total 36284 4,30935 27.17 4,69926 7.72 91.70 058 

1975-76 Bihar -- 451.09 -- 45 1 .Q9 -- 100.00 -- 
Haryana 122.46 62.15 -- 184.61 66.33 33.57 -- 
Orissa 4 .36  2,354.39 -- 2,358.69 0.18 99.82 -- 
Tobl 126.76 2,867.63 -- 2,99439 433 95.77 -- 

1976-77 Bihar -- 105.99 -- 105.99 -- 100.00 -- 
Orissa 20.71' 2,786.15 -- 2,8%.86 0.74 99.26 -- 
TO@~ 20.71 2,892.14 -- 2,9U.85 0.71 99.29 .- 

1977-78 Andhra Pradesh 398.24@ 8,901.36 85.72 9,385.92 4.24 91.84 0.91 
Bihar -- 178.62 -- 178.62 -- 100.00 -- 
%ssa 12.37 2,713.38 -- 2,725.75 0.45 99.55 -- 
Tamil Nsdu 4.000.00 8.1 09.49 -- 12,109.49 33.03 66.97 -- 
Totel 4,410.61 19,903.45 85.72 24,399.78 18.08 81.57 035 

1988-89 Andh~a Pradesh - 39,759.40 250.00 40,009.40 -- 99.38 0.62 
Gujarat 1345.69 16,864.8 1 670.08 19,080.58 8.10 88.39 3.51 
Haryasa 27.00 63.48 -- 90.48 29.84 70.16 -- 
Madhya Pradesh 339.41 -- -- 339.41 100.00 -- -- 
Punjab 56.00 269.00 290.00 615.00 9.1 1 43.74 47.15 
UttarPradesh 1,108.00 1,146.00 142.00 2,3%.00 46.24 47.83 5.93 
Total 3,076.10 58,102.69 1,352.08 62,53087 4.92 92.92 2.16 

-- - 

*Includes assignment of taxes, cessea transferred by state government 
Sources: i. NIRD study for Bihar. ii Mehta Committee, 1978, Statement 4, Pp. 289-90 for the other states in the 1970s. iii 
Ministry of Agriculture, 1989, table 78, p. 78, for 1988-89. 

As earlier mentioned, in most of the major 
states, the panchayiat samitis have hardly any 
powers or have limited powers to raise financial 
resources. That explains the low percentage of 
own receipts in states such as Andhm Pradesh, 
Bihar, Gujwi, Orissa and Punjab. In Uttar Pra- 
desh, the panchayat samitis are empowered to 
levy certain types of fees, which bring them some 
receipts constituting, relatively speaking, a sig- 
nificant proportion s f  their total revenue; this is 

true dso of Haryana, Madhya Pradesh and Tamil 
Nadu. 

Let us now turn to source-wise break-up of 
financial resources of zilla parishads (Table 14). 
Data ielate only to some of the years of 1970s 
(1971-72 to 1977-78). Data for 1971-72 and 
1976-77 are for five states, those for 1972-73 to 
1975-76, for four states and those for 1977-78, 
for two states. There are data for one or more years 
for 8 of the 15 major states viz. Andhra Pradesh, 
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Bihar, Gujarat, Haryana, Maharashtra, Punjab, zilla parishads; in Rajasthm, they were not 
Uttar Praksh and West Bengal. Zilla parishads brought into existence (in any case in the 1970s) 
were abolished in Haryana in 1973; the data for though the Act provided for their setting up; and, 
Haryana in the Table are therefore for 1971-72 in Tamil Nadu and Karnataka (before the revised 
and 1972-73 only. As already noted, three states, pattern of the 1983 Act) these bodies were of no 
i.e. Kerala, Orissa and Madhya Pra&sh had no significanceand hence had no sources of income. 

TABLE 14. FINANCIAL RESOURCES OF ZILLA P ~ S H A D S  
(Rs 

Year Sate Own Government Other Total (3) as (4) as (5) as 
Receipts Grants Revenues (3+45) 40 of (6) '% of (6) % of (6) 

(1 (2) (3) (4) (5) (6) (7) (8) (9) 
1971-72 Andhn Pndesh 171.37 3.558.78 53.32 3.783.47 4.53 94.06 1.41 

Bihar 10.40 11.16 51.68 73.24 14.20 15.24 70.56 
Haryma 66.97 5.79 66.70 139.46 48.02 4.15 47.83 
Mahanshtn 5%.05 8.955.10 1,488.52. 11.039.67 5.40 81.12 13.48 
Uuu h d e s h  552.62 5 339.50 -- 6.092.12 9.07 90.93 -- 
Total 1,397.41 18,07033 1,660.22 21,127.96 6.61 85.53 7.86 

1972-73 Bihar 7.86 39.81 41.46 89.13 8.82 44.67 46.52 
Haryana 38.90 9.17 55.96 104.03 37.39 8.81 53.79 
Punjab 55.17 11.12 45.32 111.61 49.43 9.96 40.61 
Uttar Pradesh 500.38 2.801.53 -- 3.301.91 15.15 84.85 -- 
Total 60231 2,861.63 142.74 3,606.68 16.70 79.34 3.96 

1973-74 Bihar 20.49 23.11 56.98 100.58 20.37 22.98 56.65 
Gujamt 325.38 9.878.67 -- 10,204.05 3.19 96.81 -- 
Punjab 55.84 8.88 33.39 98.11 56.92 9.05 34.03 
Uusr Pradesh 41 1.64 600.67 -- 1.012.31 40.66 59.34 -- 
Total 81335 10,51133 9037 11,415.05 7.13 92.08 0.79 

1974-75 AndhraPradesh 162.61 3.723.44 72.46 3.958.51 4.1 1 94.E 1.83 
Bihar 8.29 30.04 57.26 95.59 8.67 31.43 59.90 
Punjab 57.65 11.05 43.67 112.38 51.30 9.83 38.86 
UUP~ Pradesh 457.27 293.51 -- 750.78 60.91 39.09 -- 
Total 685.82 4,058.04 17339 4,91726 13.95 82.53 3.53 

1975-76 Bihar 16.85 51.05 72.06 139.96 12.04 36.47 51.49 
Punjab 61.59 15.86 132.42 209.87 29.35 7.56 63.10 
Utta Pradesh 489.78 551.46 -- 1.041.24 47.04 52.% -- 
West Bengd 84.62 217.74 -- 302.36 27.99 72.01 -- 
Total 652.84 836.11 204.48 1,693.43 38.55 49.37 12.07 

1976-77 Andhm Pradesh -- 3.952.88 1,100.66 5,053.54 .- 78.22 21.78 
Bihar 10.60 95.47 51.46 157.53 6.73 60.60 32.67 
Punjab 59.29 15.93 145.86 221.08 

-- 26.82 7.21 65.98 
Uuar Pndesh 544.32 342.74 887.06 61.36 38.64 -- 
West Bengd 97.59 130.14 227.73 42.85 57.15 -- 
Total 711.80 4,537.16 1,297.98 6,546.94 10.87 69.30 19.63 

1977-78 Andhra Pradesh 247.82 5.3 14.60 1 19.64 5,682.06 4.36 93.53 2.1 1 
Bihar 34.m 53.87 109.17 197.06 17.26 27.34 55.40 
Total 281.84 5,368.47 228.81 5,879.12 4.79 91.31 3.89 

Inclusive of amounts paid by state government for performing agency functions. 
Sources: (1)NIRD Studies for Bihar and West Bengal. (2) Mehta Commiuee, 1978, Statement 5, Pp. 291-292, for h e  other 
states. 
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Column 8 of Table 14 shows that, in all the states 
taken together, grants from government have 
constituted an overwhelming proportion of the 
financial resources of the zilla parishads ranging 
in most cases between 80 and 90 per cenr in 
1976-77, the proportion was only about 70 per 
cent and in 1975-76, only about 50 per cent. 

Four s t .  in which the zilla parishads have 
sizeable total revenues are: Maharashtra, Gujarat, 
Andhra Pradesh and Uttar Pradesh. But their own 
receipts are small constituting only 5 per cent or 
less of the total revenue in Maharashtra, Gujarat 
and Andhra Pradesh (Column 7); only in Uttar 
Pradesh, they are sizable. We shall presently 
comment on it. 

The PREC Report gives data for seven zilla 
parishads in Maharashtra for 1982-83; in partic- 
ular, of what we have called 'local revenue', 
which includes besides receipts from own 
sources, tax and non-tax, also shares in a cess 
which a zilla parishad is entitled to get only when 
it recommends the levy of the cess. In 1982-83, 
the 'local revenue' of the seven parishads together 
was Rs 491 lakh out of total revenue receipts of 
Rs 9,624 lakh, which is a mere 5.10 per cent of 
the total [PREC, 1986, Pp. 550-55 11. 

As noted above, the proportion of own receipts 
to total is quite high in Uttar Pradesh. However, 
whereas the own receipts ranged between Rs 400 
and Rs 550lakh, the govemment grants fluctuated 
widely from a low of Rs 294 lakh in 1974-75 to 
a high of Rs 5,539 lakh in 1971-72. Thus the high 
proportion of own receipts in some years has been 
due less to special efforts on the part of zilla 
parishads than toa steep fall in government grants 
to them. 

To sum up, the PRIs, particularly in the higher 
tiers, depend substantially on grants from state 
governments. Their own receipts from sources 
earmarked for them in the state Acts are rather 
insubstantial. As the Rao Committee puts it: 
"According to an estimate based on available 
figures for 1982-83, the total tax revenue realised 
by the Panchayati Raj institutions constituted a 
mere 0.1 per cent of all state tax revenue. The tax 
and non-tax income (including grants) realised by 
the Panchayati Raj institutions constituted 4 per 
cent of the tax and non-tax revenue of all states 
and 3 per cent of their tax and'non-tax revenue 

and capital receipts. Obviously, the resources of 
the Panchayati Raj institutions are too meagre to 
enable them to discharge effectively the functions 
which are devolved on or expected of them" [Rao 
Committee, 1985, p. 401. 

SOME ISSUES 

There appears to be little doubt that after the 
first euphoria about democratic decentralisation 
in the post-independence period, particularly in 
the wake of the Mehta Team's recommendations 
in 1957, the governments in several states grad- 
ually devalued the panchayati raj institutions that 
were set up. In consequence, the proportion of 
total receipts of the state governments flowing to 
these bodies became progressively meagre. All 
the same, the transfer of resources from the state 
governments have always formed a sizeable, and 
in the case of higher-tier PRIsan overwhelmingly 
large proportion of their total receipts, because 
their own receipts have been quite insignificant. 

Excessive Dependence 

If a PRI has to plan its activities on the basis 
primarily of resources transferred to it by the state 
govemment, it canbe, ipso faclo, said to be greatly 
dependent on the state government. Whether this 
dependence is excessive is determined not so 
much by the quantum of state grants in the total 
resources of the PRIs as by the conditions 
attaching to them, the manner in which they are 
released, and the overall stability of the scheme 
of transfer. For example, if the transfer of funds 
to the PRIs is subject to avoidable restrictions 
placing the PRIs continuously at the mercy of 
administrative departments of the govemment for 
sanction and release of the grants, or if the state 
governments delay unduly on payment to the 
PRIs their rightful dues, causing uncertainty 
about the size and periodicity of accrual of funds, 
the dependence in effect becomes excessive. 
There is ample reason to believe that this is indeed 
the case. Thus in Bihar, the share in land revenue 
statutorily assigned to village panchayats was 
denied to them by the state government from 1959 
to 1974, and it was only after a High Court 
decision, on a writ petition filed on behalf of the 
panchayats, that the government was compelled 
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topay [Narayal Raoand Naidu, 1981 (iv), p. 3591. prnchyat m i t i e s  was at Ihe maximum rate- In 
In Maharashtta, zilla parishads act as agents sf the ~ m a i n h g  12 districts, the ei~hiinced cess was 
the state government in respect of certain state less than maximum allowed [PmC* 1986, PP. 
government schemes in the districts for which 552-5541. 
agency charges are payable to the parishads. The situation in respect of the collection of taxes 
However, the common experience is that the levied is also not encomghg. An expert com- 
administrative departments of the state govern- mittee sf the Government of ~ 4 n h  Pndesh 
ment default consistently on a large scale on reporting in 1981, observed: "some panchayats 
payment of these dues [Kale Sub-committee, do not actually collect the compulsory tax but 
198 1, Pp. 118- 125; PREC, 1936, p. 1231. The merely make it appear though book entries that 
Karnataka Finance Comnlission, 1989, states: taxes have been collected and spent on works" 
"While the system of release of funds under the marayana Rao, Sastry and Vittal, 1984, p. 181. 
grant-in-aid scheme was mostly acceptable to a Similarly among the irregularities cited by the 
large number of grantees, there was considerable audit R e p a  of the jmapada panchaya&, i.e. 
dissatisfaction in regard to the modus-0perandi pmchayat -itis, in Madhya b d e s h  presented 
adopted" [MarnztakaFinanceCommission, 1989, by the Director of Local Funds for 1976-77, 
p. 1681. 1977-78 and 1978-79, is the one relating to 

Evidently, if a system of guaranteed and ade- r soveq  of dues. "Many cases were 
quate amounts of regular subventions from the wherein the janapada pmc~ya t s  incurred losses 
State governments the PRls is to evolved, h a u s e  ofpoor movery of dues. Whereas some 
Ihe PR1s in turn should mnking a were not active in realising e n t e h m e n t  tax and 
reasonable efloR to raise resources from levies on ferries, others failed to realise the amount 
assigned to them. A failure on their part in this d, from of manks, mimals, eD.w respect makes them still more dependent on the rNmyana and Srivasrava, 19RZ, Pp. state government [PREC, 1986, p. 1201 What has 329-3301. 
been the performance of PRIs in respect of their 
own efforts to augment revenues? Several Com- In Bihar, the "total demand of m e s  during 

mittees/Commissions have commented on the 1977-78 was Rs 150.66 lakh, but amount actually 
resistance of PRIs to levying taxes and to realised was only Rs 24.75 lakh accounting for 
collectirlg vigorously levied [Santhanam per cent" in the case of panchayats 
Study Team, 1963, p. 11; MeRta Committee, [Narayana Rao and Naidu, 1981, (iv), Pp. 
1978, p. 107; Kama* Finance ('ommission, 358-3591. The data fa one pmchayat samiti in 
1989, Pp. 119-1201. Several instances may be Rajathan for 1975-76, 1976-77 and 1977-78, 
ci td in support. For instance, in M&yahdesh, rev" i n  the cli~e0f ducation C~SS,  co l l~ t ion  
"A survey of the Gram Pahayats of one Block as a progortion of demand was 83 per cent in 
from each revenue division of the state in 1969, 1975-7666 per cent in 1976-77 and 57 p r  cent 
showed that about 50 per cent C;rm panchayats in 1977-78 marayma Rao and Naidu, 1981(ii), 
did not impose even a single tax - comgdsory or P. 1001. The proportions of collection to demand 
optional" Warayana Haoar~d Srivastava, 1982, p. for three important taxes (house tax, vehicle tax 
3081. We have errrlierreferred to the provision, in and profession tax) in the village panchayats of a 
Maharashtra, for a zilh parishad or a pmchayat dlshict i n  Tamil Nadu in January 1981 were as 
samiti to r ~ s e  resources by increasing the cess on follows: house tax (16.96 per cent); vehicle tax 
land revenue and incentive of a matching grant (10.33 per cent) and profission tax (14.87 per 
for the purpose CTable 8). But, as of 1st August cent); all thrw together (16.40 per cent) Waray- 
1985, of the 29 zilh parishads,only 13 parishads ana Rao, 1983, p. 811. In Kewla, however, the 
had recommended auitionai cess at the maxi- situation in respect of collection of taxes by 
mum rate of 185 paise per rupee of land revenue. village panchayats in 1978-79 was 94 per cent of 
In four more districts, (he combined additional demand [Narayana Rw, 1982, p. 7581, 
cess ~am-m-led by the psuishads and the A major reason for reluctance tolevy andcollect 
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taxes on the part of PRIs is evidently the conse- 
quent electoral embarrassment. This fiscal 
behaviour of PRIs is of a piece with that of state 
governments in general which hare consistently 
shied away, for example, from collecting irriga- 
tion rates from farmers or raising power tariffs for 
them, even when they have consequently to incur 
heavy loss in providing these services. 

One suggestion to make PRIs to levy taxes 
within their domain, is to make some taxes 
compulsory [Maddick, 1970, p. 251; Mehtt 
Committee, 1978, p. 1081. "Certain taxes like 
house tax, profession tax, entertainment tax, 
special taxes on land and buildings and certain 
fees like various market fees should be levied 
compulsorily by the PRIs at the appropriate level" 
[MehtaComrnittee, 1978,p. 1091. As it is, several 
taxes are compulsory in several states (Table 6) 
and, in some states, compulsory taxes are a 
significant source of own receipts of the PRIs 
(Table 7). However, experience of coinpulsory 
taxation is not everywhere encouraging; e.g., 
findings of a survey of panchayats in Madhya 
Pradesh citedabove. TlPen again, a PRI may avoid 
unpopularity by being slack in collection of even 
a compulsory tax. It is  worth considering whether 
some penalty in the form of c ~ ~ l m e n t  in the 
govemment grant to deter a PRI from avoiding 
collection of a corr~pulsory tax could be devised. 
Another suggestion made to step up collection of 
taxes is to authorise the local government tier 
farthest from the people - say, the zilla parishad 
- to collect taxes imposed by PRIs at a lower level 
[Maddick, 1970, p. 2511. Finally, the system of 
giving incentive through matching grants may 
also produce good results. Thus in Tamil Nadu 
the "incentive provided by way of matching 
grants for collection of house tax [by village 
panchayats] is working well" marayma Rao, 
1983, p. 13 11, though, a$ indicated above, the 
experience in Maharashtra is not equally reas- 
suring. It must, however, be stressed that all these 
measures are likely to have, a greater impact on 
the willingness of a PRI to levy and collect 
taxes/fees/rates if the state govemment also 
musters political will to use taxation powers 
within its domain to rope in several beneficiary 
groups which are at present subsidised out of 
general revenues. 

In brief, the PRIs can increase their own 
resources b some extent by a more determined 
bid to levy and collect taxes and fees. Their efforts 
in this direction will elicit popular support if 
people are convinced through experience that the 
amounts they pay as taxes are well spent on 
worthwhile development projects benefitting the 
community. It may be useful to widen the tax bave 
appropriately in response to changing conditions. 
The best example is that of a tax on buildings 
(which also includes a house tax). However, 
revenue from this source does not seem to rise 
enough in spite of rising values of buildings 
phenomenally because there is no periodic reva- 
luation of these structures. Provision of a mech- 
anism for such revaluation would go a long way 
in making this tax much more productive. 
Nevertheless, it must be recognised that all such 
revenues would still form a moderate proportion 
of the total finarrcial flows to the PKIs and that 
the PRIs will have to depend principally on the 
state government for financial resources. 

Transfer of Resources to PRIs 

The state governments mnsfer financial 
resources to the PRIs in the fonn of grants. One 
p01tion of such grants covers what has been 
described above as 'assigned revenues'. Under 
this system revenue from certain taxes is passed 
on,partly or wholly, toPRZsas grants. In fact there 
has been a plea by people's representatives on 
PRIs that a number of state taxes should be shared 
by the government with the PRIs, on the same 
lines that the Centre shares specified taxes with 
the states on the recommendation of the Finance 
Commission. It is well-known ahat of the two 
types of devolution of resources (on revenue 
account) by the Centre to the states as  recom- 
mended by a Finance Commission, viz., tax 
sharing and grants-in-aid, the former are muc!~ 
preferred to thelatter by the statesas it isa buoyant 
source of revenue. Furthermore, the system of 
grants, particularly plan grants, places states at a 
disadvantage i n  relation to the Centre, limiting 
their freedom of expenditure. In view of the 
foregoing, the zilla parishacis in Karnataka rep- 
resented to the Karnataka Finance Cornmission 
that the fiscal relationship between them and the 
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State Government should be on the lines of that specific-purpose grants as conducive to the 
between the states a d  the Centre as m e d i i d  by arrangement referred to above. There are certain 
the Finance Commission. In other words, there is expenditures of PRIs. such as those on account of 
a plea in favour of substantial amounts being establishment already in place and on mainte- 
transferred to them by the state government in the nance of assets created in the preceding Y a s ,  
f o m  of shares in specific taxes. This would give which cannot be left to be taken care of by tax 
them 'a degree of fiscal autonomy' and enable shares or untied grants; in their case specific 
them 'to achieve much better the objective of purpose grants would be the better alternative. ~ l l  
grassroots development' [Karnataka Finance the same, there is a case for making available to 
Commission, 1989, Pp. 150-1521, the PRIs an amount of "free resources" to enable 

The issue involved here is the degree of fiscal them to enjoy some degree of fiscal autonomy. 
autonomy to be permitted to PRIs in a scheme of This means that payment to the PRIs of certain 
transfer of financial resources by the state gov- amounts by way of tax sharesluntied grants would 
ernment.Clearly any scheme of resourcesuansfer be desirable. However, it may be a good idea to 
must be based upon some judgement by the relate the devolution of such "free resources" to 
transferring authority, or a commission provided the efforts by PRIs to raise their own revenues. 
for the purpose, as tothe magnitude of therelevant This may obviate the possibility that 'revenue 
expenditures to be covered in the succeeding year without responsibility would be demoralising '. 
or years. All the same, the system of givinga share The PREC Report expressed the view that a zilla 
in tax revenue, or general purpose grants, gives parishad should have a 'free resource' of at least 
to the recipient authority some leeway in planning Rs 25 per capita. It recommended that for every 
its expenditure which the system of special- rupee per capita raised by the parishad the state 
purpose, tied grants (e.g. 'establishment' and govemment should give it Rs 4 per capita, so that 
'purposive' grants made over to zilla parishads a zilla parishad raising Rs 5 per capita on its own 
by the state government in Maharashtra) does not. would get Rs 20 per capita from the government, 
According to the Taxation Enquiry Commission, making a total of Rs 25 per capita PREC, 1986, 
1953-54, "revenues should be made available to p. 1331. 
local bodies by way of grant-in-aid rather than by 
way of assignment of a share in the receipts of the State Finance Commission 
taxes levied by the Government, firstly, because 
revenue without responsibility would be demo- Whether the transfer of resources is in the form 
ralising and, secondly, because grants-in-aid can of tax shares, untied grants or specific purpose 
be determined on the basis of needs and be grants, some authority on the state level has to 
coupled with the maintenance of desirable stan- arrive periodically at a judgement on the relative 
dards" [TEC, 1953-54, p. 3621. fiscal needs of the PRIs and state governments as 

If the case for democratic decentralisation is also the broad conformity of the expenditure 
conceded, a number of important functions patterns to those declared in advance by the two 
relating to rural development will have to be levels of authority. At present it is the adminis- 
devolved on the PRIs. If this is done, their trativedeparttnents of the state government which 
reasonable claim on total fmancial resources carry out this exercise from time to time on the 
available to the governmental sector i n  the state basis of which decisions regarding the type and 
ought to be respected. The flow of resources to quantum of resources to be transferred to PRIs are 
them must not depend entirely on the discretion amved at. Since the authority transferring 
(read 'whims') of the state govemment. An resources to PRIS is also competing for these 

has to be evolved under which the resources for its own use, a judgement based upon 
PRIsdonot have asense of k ing  unduly dictated the exercise done by this authority is viewed by 
by the state sector authority. The point at issue the recipient authority with reservation. A sug- 
then iswhethm a system of tax shares a d  untied, gestion has, therefore, been mooted in some 
g e n e d - ~ u r ~ o s  grants is better than that of quarters that on the lines of F inam 
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Commission at the national level which makes 
recommendations on some aspects of Centre- 
State fmancial relations, there should also be a 
State Finance Commission to ensure a fair 
distribution of financial resources between the 
state government and the PRIs. The PREC Report 
supported this view and recommended transfer of 
resources to PRIs for non-plan expenditure and 
for placing at the disposal of these bodies some 
"free resources" [PREC, 1986, p. 1341. The Rao 
Committee visualises a limited role to such a 
Finance Commission: "In order that the objective 
of planning from below is achieved and felt needs 
of the people and the a~ea are catered to, it would 
... be desirable to provide a certain sectorally 
unallocated lumpsum to each Zilla Parishad. The 
determination of such amounts to be provided by 
the State Govemment could be entrusted to a 
Finance Commission to be appointed by each 
Government, say, once in 5 years" mao Com- 
mittee, 1985, p. 471. The Kamataka Act, 1983 
requires the Government to constitute a Finance 
Commission "every fifth year or at such earlier 
times as the Government may consider neces- 
sary". This body "shall go into the problems of 
income and expenditure in respect of the Zilla 
Parishad and it shall be the duty of the Commis- 
sion to make recommendation to the Govemment 
as to: (a) the pattern of assistance from the 
Government to the Zilla Parishad; (b) the prin- 
ciples which should govern the grant-in-aid from 
Government to the Zilla Parishad; (c) the date 
from which the grant-in-aid or assistance is to be 
given effect to; and (d) any other matter referred 
to the Commission by the Government in the 
interests of sound finances and efficient func- 
tioning of the Zilla Parishad [Karnataka Act, 
1983, Section 2101. Though the Kamataka Act 
1983 defines the work of the State Finance 
Commission in relation to "the problems of 
income and expenditure in respect of the Zilla 
Parishad", the Commission which was actually 
constituted was required to look into problems of 
finance of mandal panchayats as well [Karnataka 
Finance Commission, 1989, Pp. 2-31. Of course, 
there is some direct linkage between finances of 
the zilla parishad and of the mandal panchayats 
within its jurisdiction through the amounts 'which 
may be allotted to the Mandal Panchayat Fund ... 

by the Zilla Parishad under the provisions of (the) 
... Act' [Karnataka Act, 1983, Section 114 (2) (a)]. 

The Mehta Committee examined the plea in 
favour of the State Finance Commission and 
expressed itself against the proposal. The Com- 
mittee seems to have been dissuaded from sup- 
porting the proposal by, inter alia, what it views 
as the daunting task for the State Finance 
Commission of having to go deeply into "the 
financial situations of, say, 72,800 Panchayats, 
878 Samitis and 55 Zilla Parishads [Mehta 
Committee, 1978, p. 1211. Considering the pau- 
city of data relating to PRIs which the Committee 
itself has commented upon and which impeded 
work also of the Karnataka Finance Commission, 
[Kamataka Finance Commission, 1989, p. 51, a 
Finance Commission appointed 'every fifth year' 
would indeed find the task unenviable. It has been 
argued by Maheshwari that a State Finance 
Commission on the lines of the one for the central 
Finance Commission, may not be suitable for the 
Panchayati Raj System as the financial problems 
of the PRIs "are continuous and direct responsi- 
bility of the StateGovemment." In the alternative, 
Maheshwari suggests that a state appoints an 
ongoing Commission similar to the Common- 
wealth Grants Commission in Australia [Ma- 
heshwari, 1962, p. 5681. In that case the financial 
problems of the PRIs would be subject to 
continuous scrutiny by an independent, expert 
body. The relevant data will come to be contin- 
uously collected as a part of the work of the 
Commission. Alternatively, there may be a 
permanent mechanism in a state to collect and 
collate dependable year-to-year information on 
various aspects of the panchayati raj system. The 
continuous flow of this information may help the 
State Finance Commission to arrive at reasoned 
judgements on the finances of PRIs. 

The Mehta Committee also turned down the 
proposal for a State Finance Commission since it 
was hopeful that equity to the 'local sector' could 
be ensured "as part of the system of assignment 
of functions," eliminating "the need for a separate 
statutory organisation." [Mehta Committee, 
1978, p. 1211. The disheartening developments 
relating to the experiment in democratic decen- 
tralisation in most states even since the submis- 
sion of the Mehta Committee Report belies any 
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such hope. It is nobody's case that a Finance 
Commission's Keport is bound to be an effective 
antidote to the depressing conditions at present 
regarding governmental subventions to PRIs. But 
an objective analysis by an independent body 
every five years will at least place the problems 
of Panchayati Raj finance in the proper perspec- 
tive and assist in the process an informed public 
debate on ttase problems. An enlightened public 
opinion may then hopefully work towards 
effecting a proper sharing of functions and 
financial resauces between the state government 
and the PRIs. 

1. In Kamatrka, under the [Kamataka Act, 19831. the lowest 
tiu consists of Monclol Panchayd for a "village or n g m p  of 
villages having r poplllation of not less than ten thousand. and 
not more than fifteen thousand" [Sectiai 4(1)]. Then again. 
in a few states even formally speaking there are otlly two tiers. 
Thus for example, there are no Panchayaf Samitir in Goa and 
Assam [Ministry of Agriculture, 1989. p. 5, item 18 (a)]. 

2. ?Inis was a body set up by the National Developnent 
Council in January 1957 (Maddick, 1970, p. 52). 

3. It  has been pointed out that "such statutory distincrion is 
not of much practical s i g d i a n a  because nowhere is it 
insisted that thepanchayats will first discharge their obligatory 
functions before taking up the discdonaly ones. The list of 
functims has become a permissive list in actual pradioe, from 
which the panchayata un take up whatever activity they me" 
[A St* ojPonclioyul,fs, P r o g m e  Evaluation Organisation, 
Planning Commission. Government of India, 1958.p. 31.. as 
ci'4 in Mddick. 1970. Pp. l ~ - l m ] .  

4. In a paper published in Economic and Political Weekly, 
Special Number, July 1971. K.N. Raj asswnes that out d a 
toul  tnnsfer of Rs 431 cme to l d  bodies by state g w -  
emmmts as pertheir budgd estimates for 1970-71. an amount 
of Rs 30 cmre, i.e. about 7 per cent of the total, waa routed to 
municipal bodies B j ,  1971. p. 16101 

5. The RBI data for 1968-69 show figures of transfer of 
e o n s  of the following taxes to local bodies: Land Revenue. 
Stamp and Registration, Urhnn Zmmovable Property Tax. 
Motor Vehicles Tax and Entertainment Tax. No much break- 
down of transfers in 1980-81 and 1987-88 arc given in the 
relevant RBI publications cited in the text. though transfer of 
tax revenue by state governments to 1 4  bodies has been 
mtinuously occurring. 

6. It is seen that the propottion of loans received by d a  
parishads in West Bengal from the state gwemment or other 
sources was rather high at 16.74 per cent of the total incane 
of these bodies in 1970-71, but it was low at 0.59 per cent in 
1975-76. In 1976=?7 the puishads did n a  receive my 1- 
W M Y ~ ~  Rae and N d u ,  1981(iii), Table 9. p. 1731. 

7. A list of nrch subjadl i s  given m ,*dim 5.2 of the 
PREC Report PKEC, 1986, p. 541). 

8. In fact, Appendix 5.1 of the PREC R q m t  giva a lia of 
powen of the ailta parishad relating to agricutture; e a l  
welfaan, public hdth, buildings and cunmuniations 

indusvies and cottage industries, and *operation, which the 
mte government twk over from the parishad PREC. 1986, 
4.538-5401. 

9. hter  came to be known as TonrilNad~. 
10. As mentioned earlier in the text, the name of the state 

was later changed to Karmataka. 
1 1. 'Ihe Santhanam Study Team explains the tax base of the 

house tax and profession tax as follows: "House tax is levied 
on the b i s  of capital value of a house, its annual rental value 
or su& other basis as may be prescribed by the State 
Gove-mt". As for profession tax, "it is leviable by Fan- 
chayats ... on every canpany or fm which transads business 
in a village for not less than 60 days in aggregate in a year and 
on a person who exercises a profession, art or calling or 
transacts any business or holds any appointment, public or 
private and resides in that village for not less than 60 days". 
part I, p. 1 1). 

12. Narayana Rae, Saszri and Vittal, 1984, Pp. 18-39; 
Narayana Rao and Naidu. 1981 (iv). 9. 356-357; Namyana 
Rao. 1982 (i), 4.396-39'7; Narayana Rao, 1982 (ii), p. 753; 
Narayana Rao and Srivastava. 1982. p. 308; Namyana Rao 
and Naidu, 1981 (il. Namyana Rao, 1982 (iii). p. 958; 
Narayana Rao and Naidu. 1981 (ii). p. 73; Narayana Rao, 
1983.p. 72; Narayana Rao and Naidu, 1981(iii), 9. 149-150. 

13. The lists of panchayat canpulsory taxes in the: study on 
Madhya Pradesh [Namyana Rao and Srivastava. March 19821 
and that on Kerala marayana Rao. 1982 (ii)] leave out some 
of the taxes listed by the Mehta &nunittee Report in the case 
of sage panchayats in these two states. Thus the Madhya 
Pradesh study mentions four of the six canpulsory powen 
listed in the Mehta Commiitee Report. suppressing in the 
residuary term 'etc', caning at the end the remaining two,viz. 
profession tax and market frxr for the stalls and for goods 
brought for sale in the market. Similarly the study on Keda  
does not mer.tion two ccmpulsory taxes listed by the Mehta 
Committee Reporr: these are (a) additional entertainment tax 
and Q surcharge on show tax. 

14. There are no village panchayats in Kamataka now. 
There is a prwision m the Act for ~nstituting an assembly 
of all persons in a village "whose names are included in the 
electoral roll of the Zills Parishad for the time being in force 
peaniningto !he viUPgen,to be b w n  as Gram Sabhaof such 
dhge . I t  is a body, supportive of theMmdal Panchayat, w i d  
h d l y  any fmmcial rescwces assigned. It is permitted to 
"mobilisevdlmtary labour and cmtributions in kind and a s h  
for the cynununity welfare programmes" [Ibrnataka Act, 
1983. Sectim 31. 

15. It is intriguing that the Mehta Committee Report shows 
this t a x  under the c d m n  'Non-tax Revenue'. 

l a  The Mehta Comrniuce Report makes no menrion of 
these additional sources of nvmue in the case of Tamil Nadu 
in its Amxurc 11, pertaining to sources of rcvaue of 
p ~ h a y a t  samitis. 

17. An Expert Committee of the Andhn Pradesh govern- 
ment - Nanimharn Committee - ncommendcd in 1981 "that 
the entin: knd revenue ... may be ~ lns fe rnd  to the l d  
bodies". But n o  d m  war tAen urr his recm~mends t i~  
(Narayma b o .  Srrtry Md Vittrl. 1984, p. 501. 

18. 'he  pmportion for 1985-86 had slumped to 4 2 3  p a  
ant, though the dsolutc mount of h d  revenue grant did 
n u  diverxe much from that m any of the preceding yean. The 
decline in the p f i p o h  was due to a sharp increase in the 
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total incane accruing from grants as a result of a substantial 
grant given by the state gwemment to village panchayats to 
clear bills on account of water supply and lighting. There was 
no such grant in the preceding years [PREC. 1986. table 1. p. 
671. 

i9. ?he relevant table gives information on different types 
of grantc to panchayat samitis and on the village house tax 
matching grant, which, in fact, goes to the village panchayats. 
Per~entages have been calculated by leaving out figures of the 
village house tax matching grant. 

20. Data for one of the zilla parishads in Maharashtra are 
'revised estimates' and for the other only 'budget estimates'. 

21. Data relating to Rajasthan are 'actuals' forthe two years 
mentioned. 

22. The PREC Report explains that the figure of grants 
given in table 1, p. 67 of the repott daes not include grants on 
account of centrally-sponsored schemes, e.g. Biogas, National 
Rural Employment Programme, operat* in rural areas 
IpREC, 1986, para 4.37, p. 671. 
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NATIONAL AGRICULTURAL RESEARCH SYSTEM IN INDIA 

K.V. Raman and T. Balaguru 

The National Agricultural Research System employs about 30,000 Scientists working in its two 
arms: Indian Council ofAgriculturalResearch (ICAR) and the State Agricultural Universities (SAUs). 
ICAR undertakzs research through 44 institutes, 9project directorates, 20 national research centres 
and 66 All India Coordinated REsearch Projects operating in 1291 centres. It aids, promotes and 
coordinates location specific research in 126 agro-climatic zones through National Agricultural 
Research Projects (NARP) located in the 26 SAUs. Bilateral and multilateral International coop- 
eration have helped in developing arrd strengthening the system. Impact of this complex yet organised 
research system is evident from the three-fold rise in foodgrainsproduction since Independence. The 
system is geared to achieve the required 230 million tonnes foodgrains to feed one billion people by 
the year 2000 through improvement in productivity and sustainability of major farming syste,m. 

In spite of the economic development of the last 
four decades, agriculture continues to remain a 
major sector of the Indianeconomy. Itcontributes 
32 per cent of GNP, provides 60 per cent of 
employment and continues to be the primary 
source of living for 70 per cent of the population. 
Technological progress in agriculture is therefore 
crucial for the overall economic development of 
the country. 

The total geographical area isestimatedat 328.8 
m.ha. The gross cropped area is about 180 m.ha 
of which 35 m.ha are under doublecropping. Rice 
is the most important crop followed by wheat, 
pulses, oilseeds, sorghum, and maize. Cotton and 
sugarcane are the principal commercial crops. 

India has one-half of the buffalo and one-sixth 
of the cattle population of the world. It ranks f i s t  
in goat and sixth in sheep population. It has a vast 
potential of fishing resources comprising 2.02 
m.sq. km ExclusiveEconomic Zone (EEL), 7,517 
km of coastline, 29,000 km of rivers, 1.7 m. ha of 
reservoirs, 0.902 m.haofbrackish water areas and 
0.753 m.ha of tanks and ponds. 

The climatic setting is highly diverse, ranging 
from tropics in the south to warm, temperate 
subtropics in the north. The extreme east receives 
very high rainfall while, in the extreme west, the 
rainfall is  very low and erratic, Nearly one-third 
of the country receives an annual rainfall of less 
than 75 cm. Two-thirds of the agriculture is 
rainfed and is prone to vagaries of monsoonal 
aberrations like drought. The arid zones occupy 
nearly 320.000 sq. km mainly in the States of 
Rajasthan, Gujarat and Haryana. In addition, a 
cold desert of 84,000 sq. km exists in cold regions 
Iike in Ladakh. 

Nearly one-sixth of the land area has serious 
limitations for crop production such as erosion, 
aridity, water logging, acidity, salinity, and 
alkalinity. It is estimated that nearly 80 m.ha of 
cultivated area require soil conservation mea- 
sures. The problem of salinity and waterlogging 
have appeared within a few years of the 
introduction of irrigation. An estimated 7 m. ha 
of land are affected by salinity and alkalinity, 
majority of which occur in the potentially fertile 
irrigated areas of the Indo-Gangetic alluvial 
plains. 

India has an estimated 176 m. ha. of surface 
water and 57 m. ha. of ground water potential. As 
against an ecologically safe level of 30 per cent, 
only 19.52 per cent of the land area is under forest 
cover. About 2 million people, mostly in the 
North-Eastern Hill Region, follow shifting cul- 
tivation involving l 1 m. ha of land causing serious 
environmental degradation and ecological 
imbalance. Indiscriminate destruction of forests 
coupled with irrational use of soil and water 
resources have resulted in land degradation at an 
alarming rate of 1.5 m.ha every year. 

The foodgrain production has increased by 
nearly three and a half times from 5 1 m. tonnes 
in 1950-51 to over 172 m. tonnes in recent years. 
Milk production has increased from 17 rn. tonnes 
in 1950-51 to 48 m. tonnes in 1988-89, while egg 
production has increased phenomenally from 
1,032 m. to 18,037 m. during the same period. 
The total catch of inland and marine fish has 
increased from 0.75 m. tonnes in 2950-51 to 2.94 
m. tonnes in 1986-87. Nevertheless, livestock and 
fisheries potential remains largely under- 
expIoited as compared to that of food crops. 

K. V. Raman is the Director and T. Balaguru a Faculty Member of the National Academy of Agricultural Research 
Management, Hydenrbad, 5 0 0  030. 
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India has built up a fairly advanced agricultural 
research system. Theeffective functioning of this 
system in close association with education and 
extension systems has greatly contributed to the 
rapid growth of agriculture after Independence. 
India has one of the largest agricultural research 
systems in the world with the largest number of 
scientific personnel of any developing country 
except China. The research system includes 
approxirnately 30,000 scientists and more than 
100,000 supporting staff actively engaged in 
research related to agriculture. Although the total 
number of scientists engaged in agricultural 
research in India looks very impressive, it com- 
pares less favourably with many developed 
countries. There are 130 scientists per million 
hectare of cropped area, and 33 scientists to serve 
onemillion akp-icultural population in thecountry. 
As compared with many other developed coun- 
tries, these figures are very low. Nevertheless, 
effective management of such a vast manpower 
resource poses a formidable challenge to the 
research system. 

HISTORICAL PERSPECllVR7 

The Famine Commission report of 1880 led to 
the creation of the Department of Agriculture at 
the Centre as well as in the Provinces with the 
primary duties of underlaking scientific enquiry 
and improvement in agriculture apart from farn- 
ine relief. The foundation for agricultural research 
in India was laid in 1890s by Dr. J.A. Voelcker, 
Consulting Chemist to the Royal Agricultural 
Society of England. His recommendations led to 
the appointment of the Imperial Agricultural 
Chemist in 1892, Imperial Mycologist in 1901, 
and Imperial Entomologist in 1903. This was the 
beginning of inducting scientists into agriculture. 
Most importantly, his work was instrumental for 
the establishment of the Imperial (now Indian) 
Agricultural Research Institute in 1905 at Pusa, 
Rihar. Agricultural colleges were established at 
Pune, Kanpur, Sabour, Nagpur, Coimbatore, and 
Lyallpur (now in Pakistan). Organised scientific 
research on the problems of livestock started with 
the establishment of the Imperial Bacteriological 
Laboratory (now known as Indian Veterinary 
Research Institute) at Mukteswar in 1889. This 
was preceded by the establishment of Veterinary 
Colleges at Bombay, Calcutta, Madras, and 

Lahore (now in Pakistan). 
With the constitutional changes of 1919, 

responsibility for agriculture was transferred to 
the Provincial Governments. On the recom- 
mendation of the Royal Commission on Agri- 
culture (1928), the Imperial Council of 
Agricultural Research was established as a 
Registered Society in 1929 funded mainly 
through a lump sum grant from the Government 
and the proceeds from the cess levied on  certain 
commodities exported from India. After Inde- 
pendence, the Council was renamed as Indian 
Council of Agricultural Research (ICAR) on June 
10,1948. 

In addition to the ICAR, a number o f  Central 
Commodity Committees were established to deal 
with research in respect of particular crops or 
commodities. The Committees were semi- 
autonomous bodies financed by grants from the 
Government of India, or by income from cesses 
levied on particular commodities. The Indian 
Central Cotton Con~mittee was established in 
1921 and set the tone for an organised research 
on the basis of anetwork. Its success subsequently 
led to the establishment of a number of other 
Commodity Committees, viz., Indian Lac Cess 
Committee in 1931; Indian Central Jute Com- 
mittee in 1936; Indian Central Sugarcane Com- 
mittee in 1944; Indian Central Coconut 
Committee in 1945; Indian Central Tobacco 
Committee in 1945; Indian Central Oilseeds 
Committee in 1947; Indian Central Arecanut 
Committee in 1949 and Indian Central Spices and 
Cashewnut Committee in 1958. 

After Independence, the research system has 
undergone some major changes. First, following 
the recommendations of the first Joint Indo- 
American Team in 1955, a number of State 
Agricultural Universities were established. The 
first one was established in 1960 at Pantnagar in 
Uttar Pradesh and other States followed suit. 
There are now 26 Agricultural Universities 
spread over different States. In addition, there are 
four national institutes of the ICAR which are 
involved in higher agricultural education at the 
postgraduate level. These are: (i) Indian Agri- 
cultural Research Institute; (ii) Indian Veterinary 
Research Institute; (iii) National Dairy Research 
Institute; and (iv) Central Institute of Fisheries 
Education. These institutes have Deemed Uni- 
versity status and offer their own degrees and 
diplomas in agriculture and allied areas. 
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Second, on the basis of critical reviews and India Service called Agricultural Research Ser- 
specific recommendations emanating from them, vice (AliS) was created in 1975 to facilitate 
the ICAR was reorganised first in 1965 to bring optimum utilisation of the available manpower. 
centrally sponsored research activities relating to Consequently a new Agricultural Scientists 
crops,commodities,animalsciencesandfisheries Recruitment Board (ASRB), with an eminent 
under one umbrella. The Commodity Committees scientist as a full-time Chairman and assisted by 
were abolished and their research institutes as two scientists as Members, was established to 
well as those under the Ministry of Food and recruit scientists to various positions in the ICAR. 
Agriculture were merged with the ICAR so that To ensure complementarity in the research 
problems of agricultural research could be viewed programmes of different institutions and provide 
in their totality. The rules and bye-laws of the a mechanism for joint evaluation of new tech- 
Council were revised to make it functionally more nologies by the scientists through multi- 
effective, technically competent, and autono- locational testing, the concept of All India 
mous. The Governing Body was reconstituted, Coordinated Research Projects was evolved. The 
making it pre-eminently a body of scientists first one was 811 India Coordinated Maize 
those with interest in or knowledge of agriculture. Improvement Project launched in 1957. The 
An eminent agricultural scientist was appointed concept was later extended to other crops, com- 
as the Executive ~~~d of the ICAR and was modities, animal species, and several other areas 
designated as Director General. of research. 

Though this greatly increased its responsibili- Findly, an innovative programme known as 

ties, the secretariat of I C ~  to be an National Agricultural Research Project was 
attached office of the Department of Agriculture, launched in 1979~ with Bank support* 
thus limiting its effectiveness. In particular, the strengthen the regional research capabilities of 
personnel policies and recruitment system were the Agricultural Universities to undertake loca- 
not found appropriate. Later reorganisation, fol- tion specific and need based research on the basis 
lowing the appointment of another Review of identified agro-climatic zones. 

Committee in 1973, conferred on it greater The present agricultural research system com- 
prises essentially two main streams, the ICAR at autonomy and flexibility in operation, manage- the national level and the Agriculturd and A new* but Universities at the State level. Besides, several 

Deparment of Agricu'td Research other agencies such as general universities, 
Education (DARE) was setup intheAgriculture scientific orgmisations, and various Mini- 
MinisW to provide XCAR 'inkage sUies/Departments at h e  Centre, as also private 

dLectly with the and State or voluntary organisations participate directly or 
emnlents on the one hand and h e  Inkmational indirectly in research activities related to agri- 
Organisations on the other. withoutgoing through culoln pigure 1). 
the Department of Agriculture. The Director 
General of the Council concurrently became the I THE ICAR SYSTW 

ex-officio secretary (DARE) to the Government. 
The composition of the Council was modified The ICAR has the following major objectives: 

so as to restrict the membership and it a (i) to undertake, aid, promote, and coordinate 
more business-like body with the Minister for agricultural, animal husbandry, and fisheries 
Agriculture as its President. The Governing ~ ~ d , ,  education, research, and its application; (ii) to act 
was also restructured and made much more as a of and generd 
effective with the ~i~~~~~~ ~ ~ ~ ~ a l  as its chair- informationrelating to agricultllral and veterinary 
man. me country was divided into eight a g o -  matters; (iii) to maintain a research and reference 
ecological zones and Regional Committees were library; (iv) to do other things considered neces- 
set up for each of these zones. To broad base the sary to attain above objectives; and (v) to 
decision making process at the Institute level, provide consultancy services in the fields of 
Management Committees were set up under the education, research, and training in agriculture 
Chairmanship of their respective Directors. A and allied sciences. 
new personnel policy was evolved and an All Among the major scientific organisations in the 
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country, ICAR is unique in having concurrent ICAR and the financial ilnplications of all the 
responsibility for both research andeducation. AS research proposals before submitting to the 
an apex body at the national level, ICAR is mainly Governing Body for approval. The ~~~s and 
responsible for the promotion and coordination Accreditation committee sets r~Orms and Proce- 
of agricultural research in the various branches of dures for the ICAR's budgetary support to the 
agricultural and allied sciences in the country. In Agricultural Universities and ensures 
addition to its promoting and coordinating roles, maintenance of standards of agricultural educa- 
ICAR is also directly involved in undertaking tion in the country. It essentially consists of five 

at the national level, basic as well as vice Chancellors of Agricultural Universities and 
applied, on diverse problems facing production is presided over by the Director General. The 
of crops, animals, fisheries, etc., with the objec- Scientific Panels consider the technical merits of 
tive of evolving new production technologies research proposals placed before them. These 
suited to different agro-climatic conditions. panels in different disciplines comprise 18 to 20 

Just as the University Grants Commission experts chosen from different scientific institu- 
(UGC) plays a major role for the general educa- tions. There are now 24 such scientific panels 
tion in the country, ICAR plays a similar role in which advise the Director General and the 
the area of agricultural education. The Charter of Governing Body on technical matters and draw 
the ICAR also includes extension education, attention to gaps in the current agricultural 
which is carried out through a network of projects research and education programmes. Besides, 
and other mechanisms. there are five Interdisciplinary or Joint Panels to 

consider schemes for collaboration in research 
Organisational Structure of the ICAR with otherresearch organisations such as Council 

for Scientific and Indusmal Research (CSIR), 
As a Registered Scientific Society, ICAR IndianCouncil forMedica1 Research (ICMR) and 

enjoys an autonomous status, but follows Gov- Indian Council for Social Science Research 
emment of India rules and regulations mutatis (ICSSR). 
mutandis. It observes all procedures of the Regional Committees have been constituted, 
Government in getting its plans sanctioned and one in each of the eight agro-ecological regions 
approved by the Planning Commission and in the country. These Committees headed by the 
Finance Ministry. Its organisational structure is Director General have representatives of the State 
shown in Figure 2. The ICAR Society transacts Departments of Agriculture, Agricultural Uni- 
the business of the ICAR. Presided over by the versities and Central Institutes. They review the 
Union Minister for Agriculture, it reviews the status of agricultural research and education in the 
Progress and performance of the ICAR and gives respective regions and make recommendations to 
policy directions to other constituent units of the the Governing Body relating to location-specific 
Society. The Governing Body is the chief problem of thatregion. 
executive and decision making authority of the At the headquarters, the Director General is 
ICAR. It ispre-eminently a body of scientists and assisted on the technical side by eight Subject 
is presided over by the Director General. The Matter Divisions, one each in the fields of Crops, 
Director General, who is an eminent senior Animal Sciences, Soils and Agronomy, Educa- 
agricultural scientist, concurrently acts as the tion, Horticulture, Extension, Fisheries, and 
ex-officio Secrerary (DARE) and advises the Agricultural Engineering. Each Division is 
Government on all maUers related to agricultural headed by a Deputy Director General who is 
research and education in the country that are responsible for the reseach schemes in his dis- 
referred to him. cipline. The Deputy Directors General are 

The Standing Finance Committee is a subsid- assisted by Assistant Directors General, currently 
iary of the Governing Body with members drawn 39 in number, and other senior scientists dealing 
from it, and is presided over by the Director with sub-disciplines within these eight major 
General. It examines the annual budget of the areas. These technical divisions guide and service 
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all ICAR Institutes. 
On the administrative side, the Director General 

is assisted by the Secretary (ICAR) and a number 
of adminislrative units like the International 
Cooperation Division of DARE, Personnel 
Division, Finance Division, Publications and 
Information Division. Each of these divisions is 
headed by a Director. The Joint Secretary in the 
Ministry of Finance is the Financial Adviser to 
the ICAR who assists the Director General in the 
preparation and control of the budget 

The Agricultural Scientists Recruitment Board 
(ASRB) is responsible for recruiting scientists as 
well as looking after their career advancement in 
the ICAR system. Though ASRB is a part of the 
ICAR, it works independently and is accountable 
directly to the President of the Society. 

Research Infrastructure of ICAR 

Although agriculture is a State subject, ICAR 
has established many Central Research Institu- 
tions over the years to meet the agricultural 
research needs of the country. These are 
essentially meant for: (i) Implementing research 
mandates extending beyond the administrative 
boundaries of the States; (ii) Pursuing basic 
research not undertaken by most Agricultural 
Universities; (iii) Evaluating research results 
through multi-locational testing; and (iv) Devel- 
oping manpower for Agricultural Universities 
and other agricultural institutions. 

ICAR directly administers 44 research institutes 
in the areas of crops, animals, and fishery 
sciences. They are: 
National Academy of Agricultural Research 
Management (NAARM), originally started as 
Central Staff College for Agriculture in Hydera- 
bad, the Academy provides research management 
training to the agricultural scientists in the 
country. In addition, it organises seminars, con- 
ferences, and workshops, both national and 
international, based upon the scientific studies 
and reviews undertaken on the management 
problems encountered in the research system. It 
publishes training material and functions as a 
repository of information in the field of agricul- 
tural research and education management. 
Besides meeting national needs as a premier 

management institution, the Academy has now 
developed an institutional capability as a 
Regional Training Centre in this part of the 
World. 

In order to collect, conserve, and initiate such 
measures as would lead to long-term productivity 
of basic resources like plants, animals, fish, and 
soiland water, ICAR hasestablished four national 
bureaux. They are: 
National Bureau of Plant Genetics Resources 
(NBPGR), New Delhi, undertakes research and 
coordinates activities in germplasm collection, 
introduction and exchange of seeds and plant 
materials; and characterisation, documentation, 
maintenance and conservation of genetic 
resources for utilisation in crop management. 
National Bureau of Soil Survey & Land Use 
Planning (NBSS&LUP), New Delhi, is engaged 
in the preparation of soil map of India; preparation 
of district level soil resource inventories; soil 
correlation and classification at national level; 
research in soil genesis and classification; 
imparting training in soil survey and mapping; 
soil taxanomy, land use planning etc; and estab- 
lishment of a soil data bank for use in agricultural 
research and extension. 
National Bureau of Fish Genetics Resources 
(NBFGR), Allahabad, is engaged in the collec- 
tion, conservation and efficient utilisation of fish 
genetics resources. 
National Bureau of Animal Genetics Resources 
(NBAGR), Kamal, is engaged in the identifica- 
tion, evaluation, conservation, and utilisation of 
animal genetics resources. 

There are nine crop science institutes carrying 
out basic and applied research on specific crops 
and transferring the results thereof. They are: 
Indian Agricultural Research Inslitute (IARI), 
New Delhi, is the premier agricultural institution 
engaged in basic and applied research in crops, 
postgraduate education and training, extension 
education, and transfer of technology. 
Central Rice Research Institute (CRRI), Cuttack, 
is engaged in basic and applied research in all 
disciplines of rice cul ture; to generate information 
for planning adaptive research; and to serve as a 
centre of information on all matters concerning 
rice production, protection, and conservation. 
Jute Agricultural Research Institute (JARI), 
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Barrackpore, is engaged in developing varieties of germplasm resources of hill crops and identi- 
of jute suitable for different jute growing areas; fication of suitable improved cropping systems 
developing a p p m p ~ t e  crop management and for these areas; conduct research on mil a n d w a t  
cmp promtion technology including broad types management problems and research 
of farm tools and implements; and production of results for the benefit of farmers of hill areas. 
breeder and foundation seeds of jute. There are five horticulture and plantation crops 
Central Tobacco Research Institue (CTRI), institlltes conducting and coordinating research 
Rajahmundry, is engaged in varietal improve- on the cmps they with. are: 
merit of FCV tobacco; pest and disease manage- Indian In~ZitWe ofHorriculturalResearch (IIHR), 

menc improvement of curing technology; Bangalore. h a  the mandate to conduct CYtogb 

utilisation ,,f tobacco wastes; and extension netical studies to improve hodcultural crops; 

education. standardis propagation techniques; nutritional 
Indian Grassland and Fodder Research Institute and water management studies; use Of plant 
pcFRI), ,hansi, carries out basic and growth regulators in hodculture; physiology and 

research on grasses, pass lands and fodder crops biochemistry of flower and fruit development; 

including all aspects of forage seed production control of weeds, viral, fungal 2nd bacterial dis- 

md its prowtion for high qudity eases, mites and pests; post-harvest technology; 
forage. It also attemp& to develop and evaluate designoftmlsand im~lemens; and conservation 
various crop1tre.e species combinations for silvi- of germplasm. 

pasture and agroforestry systems. Central Institute of Horticulture for Northern 
Plains (CIHNP), Lucknow, is engaged in the SugarcaneBreedingInstitUte (SBI),Coim~ore. investigation of major of 

is engaged in evalua'ng i"'~"m"t "JgarCane fruit and vegehble cultivation for the 
varieties for different agro-climatic regions in the plains with special reference to mango. 
cOunuy' It conduca Iesearch On brreding meth- Central Potato Research Instifu& (CPRI), 
odolOgies raking advanhge Of Shimla, has the mandate to conduct and coordi- factor favourable for ihe flowering of sugarcane nate pporzto research in to as a cenue 
crop. It also imparts postgraduate training. of information on all aspects of potato research 
Indian Instilure of Sugarcone Research (IISR), and developmenC and to produce breeder seed 
Lucknow, ha. the mandate to standardise the required by the counw. 
sugarcane ~rd"ct io"  and promtion techno16 central T & ~ ~  crops ~~~~~~~h lnstitae 
gies: todevise and develop prototypeof machines (CTCRI), Trivandrum, conducts and cmrdinates 
and im~lemene to promore the interest res-h on mpical tuber crops olher than 
of sugarcane cultivation for maximum economic polato, viz., cassava, sweet amorpho- 
benefits to the farmers; to provide advisory ser- phallus, aroids, yams, etc. 
vices; and sugar crops and Central f'/an[a(jon Crops Research ln i tu t e  
agro-techniques, (CPCRI), Kasaragod, has the mandate to improve 

'nsh'ute of Cotton Research (CICR), genetic potential of plantation crops; conduct 
Nagpur, is engaged in basic and applied research basic and applied research; as an informa- 
to imp*ve 'Otbn production; collection and tion centre on all matters relating to the* crops; 

of germplasm for cotton improve- produce genetically superior planting materials 
merit programmes; and to impart training in and serve the All India Coordinated Research 
advance cotton protection technology. Project on Coconut and Arecanut. 
~ ~ v t 4 m a n d a  Paflati~a Krishi Anusandhan Thereare seven resource management institutes 
Shah (WKAS), Almora, is engaged in the which are primarily responsible for undertaking 
development of improved high yielding and dis- 1es-h on soil and water conservation for 
ease resistant varieties of different ~ereals, mil- optimising production of crops under different 
lets, pulses, vegetables, and fodder crops grown conditions. They are: 
in hills; collection, evaluation and maintenance Central Soil and Wafer Conservation Research 
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and Training Institute (CSWCR&TI), Dehradun, 
has the  mandate to study erosion problems, and 
conservation of land and waeer resources; eval- 
uation of hydrological barriers and management 
of watersheds; identification of suitable plant 
materials for different land use; development of 
suitable technology for increasing production 
from arid lands; development of techniques for 
rainfed farming and on efficient water manage- 
ment; imparting training to state and central 
officers in soil and water conservation; and 
monitoring of changes in environment affected 
by integrated water management. 
Central Soil Salinity Research Institute (CSSRI), 
Karnal, has the mandate to collect information on 
the extent, characteristics, genesis, and classifi- 
cation of salt affected soils; study soil and water 
dynamics in irrigated agriculture; conduct 
detailed hydrological survey; evolve methods to 
check deterioration of water due to pollution, and 
utilisation of different qualities for agricultural 
purposes; study salt-tolerance for reclamation of 
salt affected lands; and impart postgraduate 
education and training. 
Central Arid Zone Research Institute (CAZRI), 
Jodhpur, has the mandate to evolve location- 
specific technologies for optimising production 
of arid lands based on ecologica4 principles by 
judicious utilisation of natural resources; and to 
train and to conduct workshops for adopting the 
new technologies. 
Central Research Institute for Dryland Agricul- 
ture (CRIDA), Hyderabad, has the mandate to 
carry out basic research in conservation, 
management and utilisation of natural resources 
in dryland ecosystem to study the phenomenon 
governing crop growth and development under 
dryland conditions; to develop technology for 
exploitation of natural resources at farm level for 
increasing and stabilizing crop production in 
dryland; and also to act as a repository of 
knowledge on dryland farming in the country. 
ICAR Research Complex for North-Eastern IIill 
Region (ICAR-NEH), Shillong, caters to the 
needs of agriculture, animal husbandry, fisheries, 
soil and watier conservation, etc., for the hill areas 
of the north-eastern region with a major research 
focus on shifting cultivation, horticultural crops, 
pest management, livestock improvement, arid 

soil management and post-harvest technology. 
Central Agricultural Research Institute (CARI) 
jor Andaman and Nicober Islands, Port Blair, 
conducts research on high value cash and plan- 
tatZion crops; develops silvipastoral system and 
appropriate land use pattern through cropping 
systems; develops effective health coverage and 
livestock production systems; and conducts stu- 
dies on capture and culture fisheries including 
coastal acquaculture. 
Indian Instituteof Soil Science(IISS), Bhopal, has 
the mandate to study the fundamental aspects of 
soils, particularly those that are basic to develop 
agricultural expertise and generate info~mation 
on various basic aspects of soil research; to 
collaborate with other organisations to identify 
gaps and provide direction for further research; 
and to have collaboration with similar inkma- 
tional research institutions. 

The technological and enginee.ring problems in 
crop production and quality of commercial crops 
are handled by four institutes. They are: 
Central Institute of Agricultural Engineering 
(CIAE), Bhopal, has the mandate for research and 
development of improved farm equipments 
related to crop production; post-harvest technol- 
ogy; dcvelopment of energy resources and power 
units for agriculture; to liaise with industry for the 
manufacture of improved implements; and to 
train farmers on modem agricultural technology. 
Cotron Technological Research Laboratory 
(CTRL), Bombay, has the mandate to improve 
the production of quality cotton and to find ways 
and means for better utilisation of cotton and its 
by-products. 
Jute Technological Research Laboratory 
(JTIU), Calcutta, has the objectives of 
improvement of fibre quality; preparation of 
textiles by blending jute and other fibres; basic 
research on fibres and products; transfer of 
technology for application in agriculture and 
industry. 
Indian Lac Research Institute (ILRI), Ranchi, 
carries out research towards effecting improve- 
ments in cultivation, modification and standar- 
disation of lac and study its constitution and 
modifications so as to intensify its production and 
utilisation, and to impart training in improved 
methods of lac cultivation and its industrial use. 
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Five animal science institutes have the mandate improvement of milk, meat, and draught poten- 
of breeding animals for higher productivity and tial; builds up adequate g e r m ~ l a s ~  of 
suggest better management practices. They are: breeds; and organises training Programmes in 
Indian Veterinary Research Institute (IVRI), buffalo management. 
Izalnagar, has its objectives to conduct basic and N u ~ ~ o M ~  InstitUte of Animal Generics WAG), 
applied on a]] aspects of livestock health, Kamal,provides scientific s u p w  bheNBAGR 
production, and nutrition, and impart post- and takes up research work of very fuMIamenta1 
graduate in veterinary sciences and nature not ordinarily taken up at the existing 
animal husbandry. ICAR Institutes and Agricultural Universities. 
h f i o M l  ~~i~~ ~~~~~~~h lnsfitute ~ R I ) ,  K ~ ~ -  Six fisheries institutes conduct studies for 
rial, h a  the mandate to meet the manpower needs a.!Xe~sing the production of fish, conduct training 
of res-h, teaching, and dairy development programmes and research. They are: 
through undergraduate and post-graduate Central Inland Capture Fisheries Research 
instructional programmes, study of dairy pro- In~htute (CICFRI). Barrackpore* ha the mandate 
duction, milk and milk p-ssing, dairy m n e  " develop systems for moni(oring of fish pop 
mics ad management, .nd conduct of mnsfer of ulation in rivers. fresh water reservoirs, estuaries, 
technology programmes. and to study factors influencing these population 
Central Sheep and Wool Rescorch Jnstifue Systems lor ex~loitation; and 
(CSWRI), Avikanagar, has the mandate to conduct postgraduate and specialised training and 
improve productivity of indigenous breeds of extension programmes. 
sheep through selection or cross breeding, supe- Central Marine Fisheries Research Institute 

(CMFRI), Cochin, conducts research for assess- rior exotic breeds well adapted to the tmpical ing and moniloring exploitable marine f-hery 
conditions to improve the catpet, wool, and meat resoloces for rational exploitation and 
production. 

conservation; to assess the exploited and under- 
Central Instilurefor Resemch on G0af.y (CIRG), exploited fishery resources; to understand the 
MaWldoom, undenaLes research for fluctuation in abundance of marine fishev suwor s ~ n s  of goats high prducbvity Of develop suit.&le rnarcultvre tph- meat, package Of nology for fun fish shellfish in open -;.and 
practices for feeding, management, and disease conduct transfer of tEhnology and 
'Over; and vdous aspecu Of processing pos@aduaa and specialised mining 
of goat meat, milk and pashmina. programmes. 
Cenrrar Avian fnstifvre Izat- Central Institute of Fisheries Education (CIFE). 
nagar* h a  the objectives to dmlop avian species Bombay, has the Deemed University sbttus. ~t of economic importance lhei conducts undergraduate and poSttgraduate degree 
productivity; to conserve, evolve and improve programmes in 
indigenous and exotic germplasm; to impm ,s,h in basic disciplines related to fish and 
mining at vcirious levels; to transfer the tech- conducts and long-ten mining pro- 
nology developed; and to uKkmke studies On grammes for different disciplines of f'hery 
various aspects of management to evolve sciences. 
envirOnmentd and emlOgical of post- Central Instirue of Fisheries Technology, 
harvest technology. (CIFT), Cochin, conducts research for the 
Central lnslitue for Research on Buffaloes improvement of indigenous crafu a d  g w s  and 
('IRB), Hissar*canies Out r e ~ ~ h o n  all a s w  develops suitable designs for them; develops 

buffah ~rduction; a-ordinates la-h on &hnologia for hadling, p r a s ~ i n g ,  p m r v a -  
buffalo in the country: functions a~ a clearing tion, prduct development, quality conml, 
house on ail aspects of buffalo packaging and transportation of fish and fishery 
develo~men~ establishes a nucleus breeding herd prducu; and conduce mnsfer oft&,,olog~ md 

im~o*ntbuff& breeds for genetic studies on wining progmmes in fishery (cchnology. 
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Central Institute of Brackish Water Aquaculture 
(CIBWA), Madras, conducts multi-disciplinary, 
mission-oriented applied research to develop 
appropriate technologies for the aquaculture 
organisms in the estuaries, brackishwater and salt 
intrusion areas; and to provide an information 
base for sustained growth and accelerated 
development of these fisheries through training, 
education and research linkages. 
Cenfral Institute of Freshwater Aquaculture 
(CIFA), Dhauli, conducts research for developing 
low input aqua-farming to benefit small and 
marginal farmers and also system of industrial- 
ised aquaculture for entrepreneurs; to improve 
existing technologies for carps and air-breathing 
fish culture, and develop culture technology for 
cat fish, freshwater prawns and mussels; to 
increase freshwater fish production through 
genetic upgrading, increased pond productivity, 
and evolution of cheap and balanced diet; to 
conduct nutritional and disease aspects of fish 
culture; and to conduct postgraduate education 
and training programmes. 

Finally, 
Indian Agricultural Statistics Research Institute 
(IASRI), New Delhi, conducts research in 
experimental design, surveys, statistical genetics, 
computer processing and data processing; and 
imgarts gost-graduate courses for training pro- 
fessional statisticians; and provides advisory and 
consultancy services to agricultural scientists in 
the country. 

Besides, there are some more institutes which 
have been approved, but are yet to start. These 
include: Indian Institute of Agricultural Econo- 
mics Research; Central Institute of Post-harvest 
Engineering and Technology; and Central 
Institute for Temperate Horticulture. 

The ICAR Institutes vary greatly in age, size, 
and scope. Some are old (IVRI) while some are 
new (CIBWA); some are big (IARI) while some 
others are small (CIRG); some have a narrow 
problem area (ILRI) while others have an 
extremely wide mandate (Nl3SS&LUP). They 
have a network of regional stations covering 
diverse agro-ecological areas to serve as a testing 
ground for the developed technologies. They are 
guided and serviced, both technically and 
administratively, by the ICAR headquarters. For 

ensuring greater effectiveness, from time to time, 
ICAR has taken steps to decentralise the 
decision-making process through delegation of 
powers to the institutes. 

The individual institutes, under the supervision 
of a Director, are organised into well defined 
divisions. On technical matters, they are assisted 
by scientific bodies like the Staff Research 
Council (SRC), represented by the institute sci- 
entists and headed by the Director. It meets once 
in a year and is charged with the responsibility to 
plan, monitor, and evaluate research projects. All 
institutes have Management Committees except 
those with Deemed University status which have 
Management Boards. These Committees repre- 
sented by the research and developmental per- 
sonnel under the chairmanship of the Director, 
assist the institutes on broad policy formulation 
and financial matters. Once in five years, the 
performance of each institute is evaluated through 
a system of Achievement Audit Committees 
known as Quinquennial Review Teams. These 
teams, through a peer group review, play an 
important role in projecting the institutes' pro- 
grammesin accordance with national policies and 
priorities. Besides, the Directors' Conferences, 
held regularly i n  the headquarters under the 
chairmanship of the Director General, consider 
problems common to the institutes. 

These institutes undertake studies for building 
up a data base needed for agricultural research. 
Project Directorates: Because of the importance 
and magnitude of the work involved in a single 
commodity like rice, wheat or poultry, or a group 
of commodities like oilseeds, pulses or vegeta- 
bles, ICAR has upgraded some of its research 
infrastructure/projects with added responsi- 
bilities, and designated them as Project Direc- 
torates. Except for the size and magnitude of work 
involved, these are basically the same as the 
Coordinated Research Projects. Additionally, 
they do undertake some research besides playing 
such national service roles like maintenance and 
supply of germ plasm, organising off-season 
nursery to promote and speed up research inter- 
ests, monitoring pests and diseases, forecasting 
and issuing early warning about the pests and 
diseases outbreak, and performing such duties as 
a lead centre in relation to their respective subject 
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matter md so on. Thcre are now nine of them 
undcr operation. They are: (i) Directorate of Rice 
Research, Hyderabad; (ii) Directorate of W~eat  
Rescarch, New Dclhi; (iii) Directorate of Pulses 
Research, Kanpur; (iv) Directorate of Oilseeds 
Research, Hyderabad; (v) Project Directorate on 
Vegetables, New Delhi, (vi) Cropping Systems 
Research Directorate, Bangalore; (vii) Project 
Directorate on Water Management, Kamal; (viii) 
Project Directorate (Cattle), Meerut; and 0x1 
Directorate of Poultry Improvement, Hyderabad. 
Narional Research Centres (NRCs): The 
National Commission on Agriculture recom- 
mended setting up of 'Centres of Fundamental 
Research' headed by eminent scientists in 
particular areas. Consequently, the ICAR con- 
ceived the idea of setting upa number ofNational 
Research Centres (NRCs). The concept of NRCs 
rcvolves around the, need for concentrated atten- 
tion with a mission approach by a team of sci- 
entists from different disciplines. They work 
under a senior leader on selected topics which 
have direct or indirect relevance to resolving 
national problems in a particular crop or com- 
modity or a problem area of research. These 
centres are designed toconcenbrate on those crops 
and commodities not well served by the research 
institutes. Unlike the institutes, these centres do 
not have divisional set up for individual disci- 
plines nor have regional stations. They feed the 
national network of research with new materials, 
technology, and information for subsequent 
adoption in the different production-oriented 
research programmes. The NRC for Groundnut 
was the first to beorganised in 1979, and theNRC 
for Cashew is one of the more recent ones 
established. There are now 20 such Centres, 
covering a wide range of areas like crops, horti- 
culture, animal species, fisheries, resource man- 
agement, etc. Six more approved Centres are yet 
to be established. Some of the NRCs may grow 
into full-fledged institutes once their standard of 
work is established and if the subjects assume 
greater national importance. 

In addition to its institute-based research, ICAR 
promotes research schemeslprojects in agricul- 
ture and died areas to resolve location-specific 
problems. It is involved in a cooperative 
endeavour with other research organisations in 

canying out multi-disciplinary research pro- 
grammes. Such promotional schemes fall under 
the following categories. 
All India Coordnaled Research Projects 
(AICRPs): These projects have been essentially 
conceived as an instrument to mobilize available 
scientific resources to find effective solutions for 
the national problems of agricultural production 
through inter-institutional interactions. The 
projects are developed as multi-disciplinary and 
problem-oriented projects with major emphasis 
on multi-locational testing of new materi- 
alslproduction systems. They provide opportu- 
nities for scientists working on similar problems 
in different institutions to come together, discuss 
and exchange ideas, information, and materials 
for mutual benefit. They also provide them with 
facilities for multi-location testing of improved 
technologies developed by various sub-systems 
in different ago-climatic regions. The projects 
constitute an effective national grid of coordi- 
nated experiments by integrating different insti- 
tutions and disciplines. 

The All India Maize Improvement Project, 
launched by the ICAR in 1957 to improve maize 
production using hybrids, was the forerunner of 
this approach. Its remarkable success led to the 
extension of this approach to all major crops and 
other was like animal science, fisheries, soils, 
agricultural engineering, horticulture, etc. Sub- 
sequently, many such coordinated projects were 
initiated. Each project is generally sanctioned for 
a period of 5 years and is headed by a full-time 
Project Coordinator with a Coordinating Unit to 
assist him. These Units are located either in  the 
ICAR Institutes or the Agricultural Universities 
depending upon the location of the project. They 
are responsible for all the technical, financial, and 
administrative matters as well as for organising 
regula workshops. The technical programmes of 
the individual projects are carried out by many 
cooperating centres located in  the participating 
institutions. Regular workshops, either annual or 
biennial, are organised by the individual projects 
i n  which the technical programmes are finalised. 
The Project Coordinator is guided and serviced 
by the concerned Assistant Director General in 
the ICAR headquarters on ali mawrs. 

There are 66 such projects currently operating 
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at 1,291 operating centres. Of these, 904 Centres 
are located in Agricultural Universities; 190 in 
ICAR Institutes and the rest at other institutions. 
Crop sciences have 34 projects operating at 627 
centres; soil science and agricultural engineering 
have 20 projects at 364 centres. The expenditure 
on the.se projects have increased steadily and 
nearly one-fourth of the ICAR's budget is now 
spent on these projects. The complement of staff 
determined on the basis of the technical work 
assigned and the nature of operation are provided 
by the participating institutions, but paid for by 
the ICAR. During the Sixth Plan, the total sanc- 
tioned staff strength for these projects was 13,663 
which includes 5,056 scientists. The expenditure 
is shared by the ICAR and the collaborating 
institutions on 75:25 basis. 

A high degree of accountability, based on 
continuous monitoring, isa noteworthy feature of 
these projects. Outstanding achievements have 
been made through these projects, and the 
development of such an approach has been a 
source of inspiration to many developing coun- 
tries. 
National Agriculural Research Project (NARP): 
Agricultural Universities which have a state-wide 
mandate for agriculture did not have a strong base 
for research at the regional level. Most of the 
funds provided were utilized for developing the 
University campuses neglecting the regional 
research needs. To overcome this, the ICAR 
launched in 1979, with World Bank assistance, a 
novel scheme known as National Agricultural 
Research Project (NARP) to strengthen the 
research capabilities of these Universities for 
conducting need-based, location-specific, and 
production-oriented research in identified agro- 
climatic zones. Under this Project, each State is 
divided into a contiguous set of agro-climatic 
zones on the basis of climate, soils, crops, and 
ecology. There are 126 such zones in the country 
with 120 zones in 17 States and 6 zones in North 
Eastern Region. In each zone, a major regional 
research station with a multi-disciplinary team of 
scientists is established or strengthened. 

The strengthening is accoinplished by provid- 
ing funds for incremental scientific and support- 
ing staff, laboratory, equipment, transport, 
operatingcosts, and other physical facilities. The 
Agricultural University. on its part, has to provide 
funds for Band, cultivation, and station mainte- 
nance. The project also provides for strengthening 
the office of the Director of Research in these 
Universities for coordinating the research acti- 
vities undertaken by these stations more effec- 
tively. An inventory of resources and systems of 
cultivation are prepared for each zone to serve as 
a basic document known as 'Status Report' for 
identifying regional needs. Farming Systems 
Research with emphasis on multi-disciplinary 
approach to problem solving, and establishment 
of a closer linkage between research and exten- 
sion at the grassroot level with active participation 
of farmers, are the esseritial components of this 
project. In the zonal workshops, organised at the 
beginning of the cropping seasons, research sta- 
tion scientists, developmental staff, and farmers' 
representatives review the progress and plan for 
the future based on actual needs. The project is 
guided and serviced by the NARP Directorate 
located in the ICAR headquarters. The progress 
of the project is regularly monitored by the 
Agricultural University and the ICAR, and is also 
reviewed periodically by the Special Mission of 
the World Bank. The ICAR's assistance is 
available for a period of five years after which the 
responsibility for continuing the project rests with 
the University. 

The Project had the IDA support of $27 million 
in the first phase which was about 50 per cent of 
the Project cost. The first phase laid major 
emphasis on food grains, cereals, pulses, and 
oilseeds under rainfed conditions. In this phase, 
nearly 109 sub-projects were approved and it was 
closed in September 1985 after having used$19.5 
million of the $ 27 million credit. The second 
phase of NARP, under implementation since 
February 1986, is intended to intensify and con- 
tinue the process of decentralising agricultural 
research. In addition to financing the sub-projects 
not completed under the first phase, this phase 
provides support for special research projects in 
irrigated farming, animal drawn equipments, 
horticulture including post-harvest technology, 
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commercial crops, ago-forestry and animal in the ~ e ~ a r t m e n t o f  Agriculture and Cooperation 
nutrition. The second phase is estimated to cost $ is the Mission Director. Four Sub-Missions share 
1 10.9 million of which the IDA credit is $72.1 the operational responsibilities. These are: (a) 
million. The mid-tern review conducted in April Production Technology Sub-Mission for 
1989 has recommended an extension of the sec- which the Director General, ICAR, is the Chair- 
ond phase for two more years until September, man; (b) Input Supply and Production Sub- 
1994. Mission for which the additional Secretary to the 

Strengthening of regional research on a scien- Govemment of India is the Chairman, and the 
tific ago-climatic zonal basis has been the most Agricultural Commissioner is the Co-Chahan;  
significant positive development that has taken (c) Post-Harvest Technology and Processing 
place through the implementation of NARP in the Sub-Mission for which the Scientific Advisor to 
organisation of agricultural research in the the Planning Commission is the Chairman; and 
country. Inspite of some minor problems, the (d) Pricing, Transport, F'mcurement and Mar- 
project has achieved its main objective of helping keting Sub-Mission for which the Additional 
to strengthen the regional research capabilities of Secretary to the Government of India is the 
the Agricultural Universities and decenualise Chairman. 
agricultural research. The Project has created an A quarterly review of all the developmental 
awareness of developing mission-oriented, activities are done to effect mid-term corrections. 
problem-specific, relevant research with multi- An expert team was set up recently to review the 
disciplinary thrust, and thus has made consider- progress. Because of its significant achievement 
able impact in many areas where enough attention within a short span of four years, it is decided to 
was not paid earlier. continue the Mission during the Eighth Plan 
Technology Mission in Agriculture: In the period. 
Seventh Five Year Plan, a mission-oriented Ad hoe Research Schemes: ICAR generates a 
approach to technology development was Cess Fund by levying a custom duty at the rate of 
emphasized to faster relevance and provide 0.5 per cent ad valorem on 25 articles of agri- 
motivation for establishing organic working cultural produce exported from India. It  supports 
linkages between different sectors, which, a large number of short-term, result-oriented ad 
otherwise, remained compartmentalized. The hoc research schemes utilising the Agricultural 
Steering Group on Science and Technology, Produce Cess Fund which roughly works out to 
constituted by the National Planning Commis- Rs. 60 million a year. The schemes aim at filling 
sion, hasidentified severalTechnology Missions critical gaps in the scientific field and are 
under different sectors. The Technology Mission implemented by theICAR Institutes, Agricultural 
in Oilseeds Research was set up in April, 1986, and General Universities,private institutions and 
to provide research and technology support to voluntary organisations. There are about 700 such 
make the country self-reliant in edible and non- adhoc schemes currently in operation. The topics 
edibleoils. The Missionconcentrates its attention of the schemes could be identified by the indi- 
on major oilseed crops like groundnut, rapeseed, vidual scientists or institutions, or selected out of 
mustard, soybean, sunflower, safflower, linseed, therecommendations made in the ICAR Regional 
sesamum. and niger. It also gives priority to Committee meetings, Vice Chancellor's Con- 
non-edibleoil seed crops tomeet therequirements ferences, or in similar forums. The schemes are 
of industry. The Mission envisages an integrated generally sanctioned for three years. Some of 
approach involving different developmental, them are exploratory in nature and may lead to 
r i e n t i h ,  input, b d i n g ,  and marketing agen- development of larger countrywide projects. 
ties. CfiSbiceare -uked for the Purpose. In addition to these major reseanch programmes, 

The Department of Agriculture and Cmpera- ICAR promotes research through vanom other 
tion in the Ministry of Agriculture and the ICAR schemes such as Centres of Advanced Studies, 
are the ~ r i n c i ~ d  imp~e~ent ing  agencies. The Special Schemes, and Awards. 
*dditional S ~ W  to the Government of India Centres of Advanced Studies: In order lo improve 
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faculty competence and develop infrastructure for 
better research and training, ICAR with the sup- 
port of UNDP has set up, since 1971, several 
Centres of Advanced Studies in selected 
disciplines in the Agricultural Universities and 
ICAR Institutes. These Centres were established 
to encourage the pursuit of excellence through 
collaboration between scientists of outstanding 
ability with their counterparts in similar institu- 
tions abroad and thus accelerate the attainment of 
international standards in specific fields of 
agricultural research and education. They also 
focus on modemising faculty capability and 
physical facilities for. advanced research and 
educational programmes so as to reduce India's 
dependence on foreign countries for advanced 
training in these fields. 

These Centres have been able to modemise and 
consolidate their programmes on an interdisci- 
plinary basis, augment their infrastructure faci- 
lities, and provide specialised training to their 
scientists. Interaction with scientific institutions 
abroad and advanced level training in India and 
abroad through fellowship programme have made 
it possible to build up a cadreof highly competent 
professional scientists. These Centres also 
brought about considerable interaction among 
scientists within the country by organising All 
India Workshops, Seminars and Conferences. 

So far 28 such Advanced Centres have been 
established with 17 of them located in the ICAR 
Institutes and the rest in the Agricultural Uni- 
versities. They have made good use of the 
combined support of the ICAR, UNDP, 
UNESCO, and FAO. The Centres have become 
the nuclei for high quality research and training 
in the concerned disciplines. 
Special Schemes: ICAR launched in 1978 a spe- 
cial scheme known as 'Professors of Eminence 
and National Research Fellows' to identify 
individuals of outstanding merit who could pro- 
vide leadership in the development of 'Schools of 
Thought' in specific areas by undertaking 
fundamental research in agriculture and allied 
areas. Under this scheme, scientists work on 
specific projects formulated by them in the ICAR 
Institutes and Agricultural Universities. ICAR 
with the cooperation of the host institutions, 

provide physical and infrastructure facilities lib- 
erally for operating their projects, and the 
incumbents operate with considerable financial 
and administrative autonomy. These two cate- 
gories have now been combined into one known 
as 'ICAR Professors for Mission - Oriented 
Fundamental Research'. Since 1959, ICAR has 
also been operating the 'Emeritus Scientists' 
scheme to support eminent retired scientists, 
enabling them to continue their research in vari- 
ous fields of agriculture and allied sciences. The 
scheme provides research grants to retiring 
scientists of established repute in ICAR Institutes 
and Agricultural Universities. ICAa supports this 
scheme from the Agricultural Produce Cess Fund. 
Researchlncentives andRecognition oflcientific 
Contribution in Agriculture: ICAR has instituted 
several research awards for recognition of out- 
standing research in the field of agriculture and 
allied areas. These include: (i) Rafi Ahmed 
Kidwai Memorial Prize for Agricultural Research 
- Eleven prizes biennially; (ii) Fakhruddin Ali 
Ahmed Award for Agricultural Research in 
Tribal Areas - Two prizes biennially; (iii) Jawa- 
harlal Nehru Award for Outstanding Postgladuate 
Research - Ten prizes annually; (iv) Dr. Rajendra 
Prasad Puraskar - Three prizes annually; (v) Hari 
Om Ashram Trust Award - Three prizesannually; 
(vi) Dr. P.B. Sarkar Endowment Prize -One prize 
triennially; (vii) Dr. R.D. Asana Endowment 
Prize - One prize triennially; (viii) ICAR Awards 
for Team Research - Two prizes biennially; (ix) 
Kheti Puraskar - Two prizes annually. 

Besides, Agricultural Universities have insti- 
tuted many research awards to recognise signif- 
icant scientific contributions made by the 
agricultural scientistsin their respective States. In 
order to encourage and reward Indian farmers 
who are able to translate the research results in 
their fields effectively, the Government has 
instituted many developmental awards like Krishi 
Pandit. 
Research Planning, Monitoring and Evaluation: 
ICAR is responsible for agricultural research 
planning at the national level. Its headquarters 
scrutinises and sanctions research schemes 
received from its own institutes as well as from 
other institutions. The research schemes are fist 
technically examined by the concerned Subject 
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Matter Divisions in the headquarters and put up 
for consideration before the Scientific Panels. 
Once they are found technically sound, they are 
later examined for financial implications by the 
Standing Finance Committee. Finally, they are 
placed before the Governing Body for approval. 

In the ICAR system, the broader mandate and 
research programmes are decided by the head- 
quarters, and the responsibility for the formula- 
tion of all research projects rests with the 
Institutes. The Institute scientistssubmit annually 
their research proposals in a standard proforma 
known as Research Project File (RPF) which are 
discussed by the Research Councils at the divi- 
sional level in larger Institutes followed by the 
Staff Research Councils (SHC) at the institute 
level. The SRCs are attended by the Institute 
scientists under the chairmanship of b e  Director. 
The new proposals as well as the on-going proj- 
ects are evaluated by the SRC and approved by 
the Director. Some of the major criteria used to 
evaluate new proposals in the SRC meetings are 
farmers' needs, urgency of research problem, 
compatibility with institutes' anandate, socio- 
economic benefits, ease and cost of adoption by 
farmers, and contribution to knowledge. The 
proportion of multi-disciplinary projects is 
showing an increasing trend. 

The key to the success of agricultural research 
efforts in the ICAR system has been the in-built 
mechanism of research, monitoring and evalu- 
ation. At the institute level, they are carried out 
through the SRCs, and through a comprehensive 
review by specially constituted Quinquennial 
Review Teams once in five years. In the case of 
coordinated research projects, they are evaluated 
at the workshops and through mid-term appraisal 
commiuees which review the work from time to 
time. The progress of ad hoc research schemes is 
monitored through regular reports which are 
examined by the Scientific Panels. Overall 
monitoring of different research schemes is 
undertaker1 by the subject matter divisions at the 
ICAR headquarters, and the overall implemen- 
tation of the plan schemes by the Plan Imple- 
mentation and Monitoring Unit. 
Publications and information System: ICAR acts 
as a clearing house sf research information 
relating to agricul ture, and has become one of the, 

largest publishers of scientific literature on agri- 
culture and related subjects. The Publication and 
Infomation Division at the headquarters brings 
out books, bulletins, journals, other informative 
literature, press releases, and instructional films. 
ICAR lays emphasis on the dissemination of 
scientific information in Hindi and other Indian 
languages. Technical bulletins outlining the 
package of practices, and special supplements in 
newspapers covering the research results are 
brought out in English, Hindi, and other regional 
languzgcs. It assists the press, radio and television 
in getting authentic information on latest research 
findings. 

The Indian Journai of Agricultural Sciences 
and the Indian Journal of Animal Sciences are 
ICAR's monthly scientific journals. Other semi- 
technical journals published by the ICAR in 
simple and popular languages for the benefit of 
farmers are Indian Farming (monthly), lndian 
Horticulture (quarterly), Kheti (Hindi, monthly), 
Phal-Phool (Hindi, quarterly) and Krishi Chay- 
anika (Hindi, quarterly). The ICAR Reporter 
(quarterly) and ICAR Samachar (Hindi, 
quarterly) bring out information on the activities 
and achievements of the ICAR, its institutes and 
projects. ICAR also publishes annual reports and 
research highlights, both in English and Hindi. 
Besides, ICAR provides financial assistance to 
about 75 Scientific Societies in the country for 
bringing out scientific journals. The Scientific 
Panel for Publications guides the ICAR in all 
these activities. 
The Agricultural Research Information Centre 

(ARIC) at the headquarters is engaged in the 
management of a variety of agricultural research 
information. The ARIC maintains information on 
agricultural research projects, ad hoc research 
schemes, coordinated research projects and bio- 
data of agricultural scientists. It sends inputs to 
the International Information System for 
Agricultural Sciences and Technology (AGRIS) 
of the FA0 by abstracting and indexing the 
periodicals and other non-conventional literature 
of Indian origin. It provides inputs of approxi- 
mately 350 entries per month to the AGRIS data 
base. In turn, ARIC receives, from the FA0 every 
month, updated AGRlS magnetic tapes contain- 
ing bibliographic information collected from 1 17 
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national and international input centres from all 
over the world. With the help of these tapes, a 
computerised Selective Dissemination of Infor- 
mation (SDI) service is made available to the 
scientists from the computer unit of the IASRI, 
New Delhi. The Indian National Agricultural 
Bibliography brought out by the ARIC in 4 
volumes covering the period 1975-84 contains a 
wealth of bibliographic information covering 
38,551 citations from Indian and foreign publi- 
cations in agriculture. Short-term practical 
courses in the field of agricultural information 
system are also organised by the ARIC. 

In addition to the above, the ICAR Institutes 
bring out need-based publications and informa- 
tion bulletins. These include annual reports, 
technical reports, newsletters, bulletins, journals 
and audio visual materials for broadcasting and 
telecasting inall Indian languages. Recently, the 
ICAR Review Committee (1987) has 
recommended the development of a comput- 
erised satellite-based Information Network 
(ICARNET) to facilitate access of scientific 
information to scientists on on-line terminals. The 
Committee has also made many significant 
observations as far as the organisation and man- 
agement of research is concerned. The ICAR has 
initiated action to implement these recom- 
mendations. 

As agriculture is a State subject, the responsi- 
bilities for research,education, and extension rest 
with the State Governments. Prior to 1960, 
agricultural research in the States, essentially on 
local problems, was carried out by the State 
Departments of Agriculture supported by agri- 
cultural colleges. During the past 30 years, 
research and education have been transferred to 
the Agricultural Universities, and the State 
Departments of Agriculture organise extension 
services. The Universities are supported by their 
respective State Governments. ICAR aids and 
assists their research and education programmes. 

The University Education Commission (1949) 
recommended the setting up of 'Rural Universi- 
ties'. This was endorsed by the two Joint Indo- 
American Teams in 1955 and in 1959, and the 

Ford Foundation Study Team in 1959. In 1960, 
the Agricultural Universities Committee under 
the Chairmanship of Dr. Ralph W. Cummings 
prepared certain guidelines for the establishment 
of Agricultural Universities in different States 
and the ICAR gave necessary support. The fmt 
Agricultural University was established at Pant 
Nagar in Uttar Pradesh in 1960 patterned on the 
Land-Grant System of the United States. The 
Second Education Commission (1964-66) rec- 
ommended at least one Agricultural University in 
each State and ICAR prepared a Model Act in 
1966. All the States have now at least one Agri- 
cultural University each and, though the Model 
Act specifies that only one University shall be 
established in each State, which was later 
endorsed by the National Commission on Agri- 
culture, many States have established multiple 
Universities to meet regional needs. There are at 
present 26 Agricultural Universities (Appendix 
A). Some Agricultural Universities, as in Maha- 
rashtra State, have affiliated colleges. This goes 
against the provisions of the Act. In 1978, a 
Review Committee appointed by the ICAR 
reviewed the functioning of each Agricultural 
University and made a number of recommenda- 
tions. Recently,in 1988, theUSAID evaluated the 
impact of Agricultural Universities and made 
several suggestions for improvement. 

Agricultural Universities are autonomous 
institutions established by an Act of State Leg- 
islature. Although the administrative structure 
differs somewhat from State to State, the general 
outlines are similar (Figure 3). As Chancellor, the 
State Governor is the nominal head of the Uni- 
versity. In some States, the Agriculture Minister 
acts as the Pro-Chancellor. The Vice Chancellor 
is the Chief Executive of the University. In some 
States, more than one University has been 
established through a Common Act; their activi- 
ties are coordinated through a State level Agri- 
cultural Research and Education Coordination 
Committee. Of the 26 Agricultural Universities 
in the country, 10 are mono-campus while the 
others are multi-campus Universities. The num- 
ber of campuses in each University varies from 1 
to 6. 

Basically, the research infrastructure consists of 
an experiment station at the main campus and a 
number of research stations and sub-stations 
located i n  different parts of the State. There are 
about 3 13 such research stations belonging to the 
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26 Universities, working on location-specific 
problems. Generally, the research programmes 
are headed by the Directors of Research who are 
assisted by the Associate Directors of Research 
located at the regional research stations within the 
State. Some Agricultural Universities have 
established Advanced Centres by combining 
related subjects in areas such as plant protection, 
genetics and plant breeding, agricultural engi- 
neering, agricultural economics, water technol- 
ogy, etc. In order to undertake need-based and 
location-specific research, a network of Zonal 
Research Centres have been established since 
1979 with assistance from the WorldBank. These 
Centres numbering about 126 in the country, each 
located in a distinct agro-climatic zone, is part of 
the Agricultural Universities System. 

Research Planning, Monitoring, and Evaluation 

Agricultural Universities have Statewide 
responsibility for research in agriculture and 
agro-forestry. In those States where there are 
more than one University, the research respon- 
sibilities are shared on the regional basis. To 
ensure relevant research planning, their efficient 
implementation and proper evaluation, Agricul- 
tural Universities have a Research Council or a 
Research Advisory Committee as an apex body 
for policy formulation and coordination of 
research activities. This body chaired by the 
Vice-Chancellor comprises Director of Research, 
Director of Extension Eiducation, Deans of Con- 
stituent colleges, representatives of State 
Departments and farmers. It reviews periodically 
the overall status of research activities in the 
University, and determines their priorities and 
future direction. Research is organised under: (i) 
University research; (ii) Post-mduate student 

finally approved by the University Research 
Advisory Committee. Thereafter, the Director of 
Research and Department Heads provide funds 
and facilities to the scientists. In respect of 
research done by teachers and post-graduate 
students, the Director of Research acts in coor- 
dination with the DeansPrincipals of the 
respective colleges. 

Special mechanisms exist for the planning, 
monitoring, and evaluation of ICAR supported 
programmes in the Agricultural Universities. In 
Coordinated Projects, the University scientists 
work in close cooperation with others from the 
ICAR Institutes and other Universities through 
the mechanism of All India Workshops con- 
ducted periodically. Ad hoc research schemes 
formulated by the University scientists are fxst 
scrutinized by the Scientific Panels and approved 
by the ICAR. These schemes are continuously 
monitored and evaluated by the ICAR in collab- 
oration with the University. In the case of NARP, 
the programmes formulated at the zonal level by 
the scientists from the regional research stations 
in the Zonal Research Advisory Committee 
meetings are constantly monitored and reviewed 
by the University concerned, the ICAR, and the 
World Bank Missions. 

In most Agricultural Universities, the Research 
Evaluation Committees attended by the scientists 
and extension subject matter specialists provide 
the much needed in-house review mechanism 
within the Universities to examine the findings 
and data support emerging from various research 
projects. Only when resultsare substantiated from 
trials, both from the experimental farms and 
farmers' fields, recommendations are made for 
large scale implementation. 

. . 
resmh;- and (iii) 'OOrdinatc;l pro- GeMral Universities: Many general Universities grammes. 

with well-developed faculties in agriculture or The Direcror Of is the overal' strong departments engaged in areas such as in-charge of research, prepares an annual plan 
indicating the main thrusts of research within the genetics, plant physiology, mycology, entomol- 
broad directions given by the Research Advisory ogy, biochemis~,=onomics, chemis0,marine 
Committee. The Directorate of Research is biology, home science, etc., have made 
responsible for research review and evaluation, distinctive contributions to agricultural research 
and timely publication of research results and in the country. Besides, the Central universities 
reports. By and large, the individual scientists such as the Banaras Hindu University, Shantini- 
formulate research projects which are then scru- ketan etc., have Institutes/Schools of Agricultural 
tinized by the concerned department head, Sciences which are engaged in research in 
examined at the FacultyDepamnental level and agriculture and allied areas some of which is 
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supported by ICAR. sorghum, and bajra. Research on vegetables 
Scientific Organisations: Many other scientific started in late 1960s. Private sector research is 
research organisations either directly undertake confined mainly to breeding crop hybrids, certain 
research or sponsor and support programmes plantation crops, agro-chemicals, poultry, and 
related to agriculture. The Council of Scientific agricultural machinery. 
and Industrial Research through its network of Private sector research in seed industry has 
national laboratories, provides research support grown very rapidly. Several private companies 
in areas like processing of agricultural products, are now engaged in the production of hybrid seeds 
recycling of agricultural wastes, development of of a variety of crops like cotton, sorghum, bajra, 
various ago-chemicals, etc. Indian Council of maize, vegetables, redgram, rice, etc., and a small 
Medical Research's research on the nutritional seed export industry has also emerged. There are 
qualities of various agricultural produce includ- at least ten private companies undertaking plant 
ing toxicity and occupational health of agricul- breeding research and several are involved in 
tural workers have greatly helped the ICAR in plant protection research. Besides in their own 
planning its research programmes. Some of the research stations, these companies conduct 
areas in which Bhabha Atomic Research Centre experiments on farmers' fields. They test the 
is actively engaged are the development of newer bio-efficiency of insecticides and herbicides that 
varieties of crops and preservation of agricultural are new to India as well as synthesize new 
produce. Indian Space Research Organisation is compounds. Private research in poultry sector is 
helping the research system to assess India's soil of recent origin. Although Government intro- 
and water resources. duced exotic birds in commercial poultry indus- 

Technological institutions like IIT, Kharagpur, try, they were popularised by the private sector 
are active in the field of agricultural engineering, and many companies are now actively engaged 
soil and water management, and agronomy. The in it. Many other large industrial concerns are 
Department of Science and Technology promotes engaged in research on shrimps and shrimp feed. 
research on genetic engineering, post-harvest Some private companies undertake major 
technology, and areas of basic sciences support- research and development programmes for the 
ive to agriculture. The Department of Non- improvement of tractors and irrigation pumps. 
Conventional Energy Sources works on the Research on tractors seems to be primarily aimed 
utilisation of solar and wind energies and biogas at improving quality, fuel efficiency, and engine 
for agricultural purposes. The Department of durability. Some companies are now moving into 
Meteorology is actively engaged in research on agricultural implements. Research in pump 
crop-weather forecasting. The Department of industry is aimed at increasing the efficiency of 
Ocean Development is involved in assessing the pumps through improved design and better 
fishery resources in the country and promotes materials. Some companies are even exper- 
research in the area of fsheries. imenting with nonconventional sources of power. 

In addition, institutions like the National Dairy Historically, private companies in the processing 
Development Board under the Agriculture Min- and plantation sector have been a very important 
ishy; various commodity Boards like Silk, Cof- source of new agricultural technology. Some of 
fee, Rubber, Tea, and Cardamom Boards under the prominent ones include Indian Sugar Mills 
the Commerce Ministry; and the Forest Research Association, Southern Planters Association, 
Institute and Wasteland Development Board Textile Mills Association, Silk Industry, etc. 
under the Ministry of Forestry and Environment, Some large firms are involved in research on 
help to strengthen the agricultural research sys- animal nutrition, plant growth regulators, bio- 
tern in the country. technology such as tissue culture in cardamom, 
Private Sector: Involvement of private sector in sugarcane, coconut, and tea, biofertilizers, etc. 
qg-i~ultural research is of recent origin. In mid- Research in the area of tree farming including 
1 9 6 0 ~ ~  several private companies started pro- invitro culture and tree breeding is also receiving 
grammes mainly U, develop hybrid maize, attention of private f m s .  
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Some of the well established institutions such 
as Allahabad Agricultural Institute, Bharatiya 
Agro-Industries Foundation, Wool Research 
Association, United Planters Association of 
South India undertake short-term mission- 
oriented ad hoc research schemes and coordi- 
nated research projects supported by the ICAR 
for multi-location testing of varieties and 
agro-techniques. 

In order to promote scientific research and the 
participation of industry in it, the Government 
through the Income Tax Act of 1961 has offered 
certain tax concessions relating totheexpenditure 
on scientific research. The involvement of private 
agencies in agricultural research is gaining 
momentum with greater sophistication in tech- 
nological development and the prospects of high 
returns on investment in agriculture. 

IV LINKAGES AMONO THE COMPONENTS OF THE NATIONAL 
AORICULIURAL RESEARCH SYSTEM 

Strong working relationships and complemen- 
tarity in research efforts amongst the components 
of NARS is necessary in order to optimise 
resources and check avoidable duplication. The 
ICAR, as the coordinating agency at the national 
level, has established close working relationships 
with the Agricultural Universities and other 
agencies involved directly or indirectly in agri- 
cultural research through formal arrangements 
and informal exchanges. 

At the policy making level, Vice-Chancellors 
of Agricultural Universities are represented in the 
Governing Body and the Norms and Accredita- 
tion Committees of the ICAR. The senior level 
research managers of the ICAR, in tum, are 
represented in the Management Board of these 
Universities. The regional committees of the 
ICAR provide an important forum for the scien- 
tists from these twoagencies tocome together and 
look at the regional research needs. Through 
Inter-disciplinary Scientific Panels of the ICAR, 
the experts from the Agricultural Universities 
play a critical role in selecting research pro- 
grammes at the national as well as the regional 
level. More importantly, various research 
schemes of the ICAR like the All India Coordi- 
nated Research Projects, National Agricultural 
Research Project, and ad hoc research schemes 
provide opportunities for the two subsystems to 

work jointly on problems of national as well as 
regional relevance. 

As far as the general Universities are concerned, 
they participate in research activities under dif- 
ferent types of research schemes and projects 
financed by different agencies. Through the All 
India Coordinated Research Projects and ad hoc 
research schemes, these Universities have 
established linkages with the ICAR and Agri- 
cultural Universities subsystems. Joint pro- 
grammes in specific areas such as plant 
physiology, biological nitrogen fixation, etc., 
have been taken up by the ICAR with scientists 
working in these universities. ICAR has also 
established close linkages with various scientific 
organisations like CSIR, ICMR, ISRO, BARC, 
etc., through Joint Panels. Problems of mutual 
interest have brought the ICAR closer to various 
Departments and Ministries at the Centre to find 
solutions through collaborative research efforts. 

V INTERNATIONAL COOPERATION 

International cooperation has played a signifi- 
cant role in developing and strengthening the 
NARS in India. Many developed countries like 
USA, UK, USSR, Canada, Australia, Japan, and 
several European countries; Charitable Institu- 
tions like Rockefeller and Ford Foundations; 
various International Agencies such as FAO, 
UNDP, UNESCO, World Bank, etc; and the 
International Agricultural Research Centres 
under the Consultative Group on International 
Agricultural Research (CGIAR) System have 
contributed extensively to the cause of agricul- 
tural research in India. Spectacular achievements 
in increasing the food production has raised the 
country's image considerably and bilateral 
arrangements have changed from the erstwhile 
donor-donee status to relationship of equal part- 
nership in research. The reciprocity and mutuality 
of interests with the less developed as  well as the 
technologically advanced countries are the 
essence of international cooperation. 

The Government has authorised ICAR, assisted 
by the DARE, to enter into bilateral cooperative 
agreements with several countries and agencies. 
The mode of collaboration normally follows the 
pattern of: (a) exchange of germplasm of plant 
and animal origin; (b) exchange of scientific and 
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technical information; (c) visits of scientists and 
experts; (d) training of scientists; and (e) infra- 
structure development. 

Some of the major avenues of international 
collaboration are: (i) Bilateral cooperation at the 
Government level; (ii) Bilateral cooperation 
between ICAR and counterpart foreign institutes; 
(iii) Interaction with Agricultural Research 
Centres under the CGIAR System; (iv) Foreign- 
aided projects funded by USDA (erstwhile PL- 
480 projects), Ford Foundation, IDRC, UNDP, 
World Bank and USAID; (v) Science and 
Technology Initiative signed by the late Prime 
Minister Indira Gandhi and the US President 
Ronald Reagan; (vi) Participation in the regional 
projects under ESCAPand SAARC programmes; 
and (vii) Consultancy and training in the field of 
agricultural research in developing countries. 
International collaboration has provided with a 
mechanism to draw upon the global stock of 
knowledge, scientific talent and material, and for 
institution building to address many of the 
research needs in the country. The agricultural 
research system in India has reached a stage in its 
development where it could take a more active 
role in joint research with foreign scientists as 
equal partners as well as in training scientists from 
other countries. 

AGRICULTURAL RESEARCH SYSlW FOR THE FUTURE 

Inspite of its remarkable achievement, Indian 
agriculture continues to face serious challenges 
due to ever increasing population and depleting 
land and water resources. By the turn of the 
century, India will be required to produce nearly 
230 million tonnes of food grains, 60 million 
tonnesof milkand 6 million tonnesof fish in order 
to feed an estimated one billion population. This 
will need improved technologies which are 
technically feasible, economically viable, socio- 
culturally acceptable, and ecologically sound. 
Hence, the agricultural research system will be 
under great strain as the future research will 
inevitably be more complex and expensive. It will 
have to be geared to improve productivity, prof- 
itability, stability, and sustainability of major 
farming systems involving crops, animal 
husbandry, fisheries, and forestry. 
Research Focus: In the past, the emphasis has 

been mainly on crops, This has resulted in 
under-exploitation of livestock and fisheries 
potential in the country. Even among the crops, 
substantial increase in production has not 
occurred in pulses and oilseeds as in cereals. 
These need greater attention. Since horticulture 
is expanding, more research will be needed on 
processing, storage, and handling technologies in 
order to avoid post-harvest losses. Even if all the 
available water resources are utilised, a major 
portion of the cultivated land will remain rainfed. 
Research efforts to develop technologies suitable 
for rainfed areas will need greater attention 
because, if all the available water resources are 
utilised, a major portion of the cultivated land will 
remain rainfed. 

To overcome the growing pressure on the 
natural resource base for food, fodder, and fuel, 
ago-forestry research needs to be given greater 
importance. As the demand for livestock products 
and hence fodder rises, pasture research will 
become increasingly important. The attractive 
export potential for horticultural crops, fishery 
products like shrimps and prawns, and livestock 
products like hides, needs tobe exploited fully by 
increasing the research efforts. The opportunities 
created fordeveloping new plant, animal, and fish 
genetic materials by the recent advances in bio- 
technology such as recombinant DNA, tissue 
culture, and protopasmic fusion, need to be 
exploited. Research on economising the use of 
costly inputs like water and other agro-chemicals 
needs strengthening. Cost reduction without yield 
reduction should be the major line of research. 
Natural Resources Management: For ensuring 
sustainability, every effort should be made to stop , 

the biological and abiological impoverishment of 
Indian agriculture. Biological diversity of flora 
and fauna should be conserved and sustainable 
management of land and water should be 
accorded high priority. Towards making use of 
the available land in a more profitable and sus- 
tained manner, a detailed inventory of soil 
resources should be prepared. The land 
degradation due to biotic and abiotic stresses 
should be contained and suitable ways devised to 
bring them back for productive use. Improper use 
of water in irrigated areas has created water 
logging and salinity problems. Optimum water 
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use and drainage strategies should be worked Out 
to sustain agricultural production without further 
deterioration of land. Modem day space tech- 
nology can play a greater role in preparing land 
and water inventories. To mitigate the effects of 
natural calamities like droughts and floods and to 
ensure stability in agricultural production, 
research on crop-weather interaction needs to be 
intensified. 
Basic Science Research in Agriculture: In future, 
research systeni needs to expand its basic science 
programmes in agriculhue which can build on 
important developments in basic science as 
applied to agriculture. Some of the areas with 
considerable promise are biotechnology, genet- 
ics, immunology, biochemistry, and microbiol- 
ogy. Use of modem techniques of biotechnology 
currently undertaken in selected institutions 
dealing with crops, animals, and fisheries needs 
to be strengthened to develop long-term research 
programmes and to appropriately train scientific 
manpower. 
Regionalisation of Research: Since problems in 
agriculture are location-specific, research plan- 
ning needs to bedecentralised. Research activities 
at the regional level and the adaptation of 
agricultural technology on the basis of specially 
identified agro-ecological regions should be 
emphasized. Carefully designed constraint anal- 
ysis in each region should be attempted and the 
research system should take effective steps to 
overcome the specific problems. In particular, 
improvement of the productivity of the ecologi- 
cally handicapped regions of the country should 
be given greater attention. The concept of 
National Agricultural Research Project, which is 
a forerunner in developing regional research 
approach, should be strengthened. 
Need-Based, Problem-Solving Research App- 
roach: Majority of the operational holdings 
belong to the small and marginal categories and 
this will be even more so in future. Hence, the 
ability of the r e s m h  system to improve the 
productivity of small fann agriculture will decide 
the future of Indian agriculture. To develop and 
disseminate appropriate agricultural technologies 
th small farmers, theresearchsystem should focus 
more attention on holistic approaches like 
Farming Systems giving the farming community 

an opportunity to raise their voice in support of 
agricultural technologies more relevant to their 
circumstances. 
Multidisciplinary Research Approach: Since 
agricultural production problems can be effec- 
tively dealt with only through cooperation of 
scientists from different disciplines, the 
development of multidisciplinary research teams 
will have to receive more attention. Scientists 
need to learn to work together as a team in order 
to bring in the benefits of their individual disci- 
plines. Resources should be allocated more to 
projects involving more than one disciplinerather 
than single disciplines. 
Farmer Participatory Research: The research 
activities in future will have to ensure active 
participation of farmers for properly assessing 
their needs, priorities, problems and potentials. 
An awareness that they can learn as much from 
the farmers, as farmers can from them, should 
develop among all the scientists in the research 
system. The indigenous knowledge of the farm- 
ers, as a resource base for relevant research 
planning, should be properly documented and 
fully exploited. 
RealisticResearch Policy Planning: Along-term, 
realistic research policy needs to be formulated 
both at the national and the regional levels. Like 
the ICAR at the national level, the Agricultural 
Universities at the S tate level should beassociated 
with the development of short and long-term 
agricultural plans, and this arrangement should be 
institutionalised. A national strategic research 
planning and priority setting mechanism must be 
built into the research system for optimising the 
resource use in agricultural research. Benefit-cost 
analysis will have to be considered by the research 
administrators while making resource allocation. 
A strong team of social scientists should con- 
tribute to economic analysis on the basis of which 
a sound research policy should be developed. The 
ecological sustainability of agricultural produc- 
tion should be the primary factor while planning 
for increased production. All these policy issues 
need apositive response from the research system 
and, above all, they have to be necessarily sup- 
ported by a demonstrated political will. 
Research - Extension Linkage: To facilitate 
effective translation of improved technologies. 
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the complementarity beb~een agricul turd productive output from the research system. 
research and extension need to be realised, and Mobility of scientists among the subsystems 
concerted efforts made to bring in close working needs to be encouraged to avoid inbreeding. 
relationships between them. Both the ICAR at the Information Networking: The key to improving 
Centre and the Agricultural Universities in the management effectiveness of a research system 
States should strive to strengthen their existing lies in the provision of adequate and timely 
linkage with development departments. information for use in effective decision making. 
Linkages Among Various Subsystems: In order to An organised management information system 
meet the growing demands and formidable covering research activities, human and physical 
challenges of the future, the agricultural research resources, and funding sources supplying infor- 
system needs the support of many scientific mation to research managers at all levels in the 
organisations in many areas. As the resources system will have to be developed. Free flow of 
become more and more scarce, inter-institutional informationbetween the subsystems and research 
collaboration becomes important to avoid dupli- institutions within the subsystems will become 
cation of research efforts. Suitable mechanisms increasingly important in future. Computerised 
need to be evolved to develop collaborative satellite-based information network should be 
research projects and ensure complementarity of developed. The ICAR in cooperation with the 
research efforts among the subsystems. As a Department of Science and Technology and 
coordinating agency, ICAR should play a critical Indian Meteorology Department should prepare 
role in strengthening these relationships by computer simulation models for introducing 
sponsoring research programmes involving alternative cropping strategies for different rain- 
inter-institutional interaction. It should strive to fall probabilities. Proper disease surveillance and 
integrate the private sector research with the monitoring systems with a possibility of 
national mainstream. Research programmes in forecasting, need to be developed using modern 
various subsystems with similar objectives will information technology. 
have to be networked to share experiences and Social Sciences in Agriculture: Social scientists 
materials. As the need for high quality basic should be actively involved in agricultural 
research grows, the ICAR and Agricultural Uni- research in areas like strategic planning including 
versities should strengthen their existing rela- priority setting, adaptive research focusing on 
tionships with the general Universities. farming systems, resource use-efficiency and 
Human Resources Development: Human assessment, resource allocation, food policy, 
resources constitute the most important resource agrarian reforms, trade issues, etc. ICAR should 
of a research system. Its strength depends upon take immediate steps to establish the Indian 
the maintenance of a cadre of well-trained and Institute of Agricultural Economics Research to 
highly motivated scientists in appropriate disci- take care of these activities. Social scientists 
plines. Effective manpower planning, particu- should be equal partners with biological scientists 
larly in the social sciences and emerging areas of in developing and disseminating improved agri- 
science like biotechnology need to be undertaken. cultural technologies. 
An organisational climate will have to be created Private Sector Research: With the prospect of 
so that scientists become highly motivated and high return from agricultural research and certain 
committed to their job, develop a strong work tax concessions offered by the Government, the 
ethic and consider their institutions as places of private sector involvement is slowly gaining 
exciting intellectualactivities. Productivity of the momentum and is likely to play a much greater 
research system depends not only on the com- role in certain specialised areas such as improved 
petence and commitment of the scientists seeds, fertilisers and other agro-chemicals. Newly 
employed, but also on the management efficiency emerging frontier areas of science like genetic 
of those administering research. Human resource engineering will be essentially with the private 
management through adequate rewards and sector. The research system should take full 
suitable incentive systems is  crucial for enswing advantage of their potential in terms of resources 
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and efficiency, and take nmessary steps to inte- AGRIS International InfomaLim Systems for Agricul- 
tural Sciences and Technology 

grate their research activities with the national AICRP A11 hdia coordinated ~ ~ ~ ~ r c h  Project 
research system. ARIC Agricultud Research Information Cenvc 
International Collaboratwn: The research sys- ARS ~gricultural Research S e ~ c e  
tern in India should come forward to improve their AsRB Agricultural Scientists Recruitment 

Bhabha Atomic Research centre interaction with reseach systems in the EE btralA~anResurch hstitute 
developed countries and with the International CAR: Central ~gricultural Research Institute for 
Research Centres, and take advantage of the Andarnan & Nicobar Islands 
expertise and resources available internationally. C- Arid Zone Research Institute 

The system should develop collaboration with CGIAR Consultative Group on International Agricul- 
tural Research 

these institutions in areas like basic = a h ,  CIAE Central hstitute of Agricultural Engineering 
biotechnology, product quality improvement, and CIBWA CentralInstitute of Brackish Water Aquaculture 
sustainability of agriculture. Exchange of scien- ~ c m  Central Inland Fisheries 

Institute 
tific manpower need to be encouraged. Man- CICR Centralhstitute of Coaon Research 
power training in these research centres will be  FA Central Institute of Fresh Water Aquaculture 
helpful for the scientists in the research system. CIFE Central Institute of Fisheries Education 
Because of similarity of ~ondi t io~ ,In&~ a n  play Central Institute of Fisheries Technology 

a greater role to provide consultancy and training CIHN'P Central Institute of Horticulture for Northern 
Plains 

to research systems in other developing countries. CIRB Central Institute for Research on Buffaloes 
CIRG Central Institute for Research on Goats 

AtPPENDM A CMFRI Central Marine Fisheries Research Insti~ute 
UST OF STATE AORICULTURAL UNnrERSlTIES IN INDIA CpCRI Central Plantation Crops Research Institute 

CPRI Central Potato Research Institute 
1. Andhn Pradesh Agricultural University. Hyderabad. CRIDA Central Research Institute for Dry Land Agri- 
2. Assam Agricultural Universiiy, lorhat. culture 
3. Bidhan Chandra Krishi Vishwa Vidyalaya, Haringhata. CRRI CentralRoad Research ~s t i tute  
4. Birsa Agricultural University, Ranchi. CSIR Council for Scientific and Industrial Research 
5. Chandrash~khar Aud  University of Agriculture and CSSRI Central Soil Salinity Research Institute 

Technology. Kanpur. CSWCR & Central Soil and Water Conservation Research 
6. Gujant Agricultural University. Dantiwada. TI and Training Institute 
7. Haryana Agricultural University, Hisar. CSWRI Central Sheep and Wool Research Institute 
8. Himachal Pradesh Krishi Vishwa Vidyalaya, Palampur. CTCRI Central Tuber Crops Research Institute 
9. Indira Gandhi Krishi Vishwa Vidyalaya, Raipur. CFRT Central Tobacco Research Institute 

10. Jawaharld Nehm Krishi Vishwa Vidyalaya, Jablpur. CTRL Cotton Technological Research Laboratory 
1 I. Kerala Agricultural University. Mannuthy. DARE Department of Agricultural Research and Edu- 
12. Konkan Krishi Vidyapeeth. Dapoli. cation 
13. Mahatma Phule Krishi Vidyapeeth, Rahuri. EEZ Exclusive Economic Zone 
14. Marathwada Krishi Vidyapeeth, Parbhani. FA0 Food and Agricultural Organisation of the 
15. Nanndm Dev University of Agriculture and Technology. United Nations 

Faizadabad. GNP Gmss National P d u a  
16. Orissa University of Agriculture and Technology. Bhu- IARI Indian Agricultural Research Institute 

baneswar. IASRI Indian Agricultural Slatistical Research Insti- 
17. G.B. Prnt University of Agriculture and Technology, tute 

Panmagar. ICAR Indian Council of Agricultural Research 
18. Dr. Y.S. Pamar Univmity of HoIticulture and Forestry, ICAR-NEH 1CAR Research Complex for North Eastern Hill 

Solan. Region 
19. Punjab Agricultural University, Ludhiana. ICARNET ICAR International Net Work 
20. Punjabrao Krishi Vidyapeeth, Akda ICMR Indian Council of Medical Research 
21. Rajasthan Agricultural University, Bikaner. ICSSR Indian Council of Social Science Research 
22. Rajcndra Agricultural University, Pusa. IDRC International Development & Research Cenm 
23. Shere-Kashmir University of Agricuiture and Technol- IGFRI Indian Grassland and Fodder Research Institute 

ogy, Srinagar. IMR Indian Institute of Horticultural Research 
24. Tamil Nadu Agricultural University, Coinbatore. IISR Indian Institute of Sugarcane Research 
25. University of Agricultural Sciences, Bangalore. IISS Indian Institute of S d  Sciences 
26. University of Agricultural %mces, Dhanvad. ILRI Indian Lac Research Institute 

ISRO Indian Satellite Reaeafih Organisation 
ABBREVIATIONS M U  Indian Veterinary Research Institute 
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JAR1 
JTRL 
NAARM 

NARP 
NARS 
NBSS & 
LUP 
NBAGR 
NBFGR 
NBPGR 
NDRI 
NIAG 
NRC 
S AU 
SBI 
SDI 
SRC 
UGC 
UNDP 
US AID 

USD A 
VPKAS 

Jute Agricultural Research Institute 
Jute Technological Research Laboratory 
National Academy of Agricultural Research 
Management 
National Agricultural Research Pmjccts 
National Agricultural Research System 
National Bureau of Soil Survey and Land Use 
Planning 
National Bureau of Animal Genetics Resources 
National Bureau of Fish Genetics Resources 
National Bureau of Plant Genetics Resources 
National Dairy Research Institute 
National Institute of Animal Genetics 
National Research Centres 
State Agricultural University 
Sugarcane Breeding Institute 
Selective Dissemination of Information 
Staff Research Council 
University Grants Commission 
United Nations Development Programme 
United States Agency for Intemational Devel- 
opnent 
United States Depament of Agriculture 
Vivekananda Parvatiya Krishi Anusandhan 
Shala 
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DEVELOPMENT OF INDIAN RAILWAYS, 1974-1988 

F.K. Wadia 

In the earlier section we had traced the development of Railways until the end of the Fourth Five 
Yeor Plan. Thissection sutveys the periodfrom 1974 101988. The Railways' development programme, 
commencing the Fifrh Five Year Plan, laid emphasis on modernisation and improvement of the 
existing network rather than on extension and construction of new lines. Paucity offinance also made 
the Railways resort to public borrowing of funds in the Seventh Plan. 

Drafi Fifth Five Year Plan, 1974-79 traffic would be gradually shifted from rail to road 
transport so that costly rail capacity could be 

At the end of the Fourth Five Year Plan (19741, released for long distance traffic. It was expected 
certain broad trends were VParent in the traffic that it would be possible to provide for about 6 to 
on Railways: (i) The Wfic was concentrated on 7 per cent growth in rail passenger traffic on long 
the trunk routes interlinking the major cities of distance trunk roues, The needs of 
Bombay, Calcutta, mdm&as; these busy suburban/in@a-city traffic were proposed to be 
arterial routes forming only about 24 per cent of met mainly by optimising the existing services. 
the route kilometrage carried about 72 percent of Regarding freight traffic, the priority was on 
the traffic. During the Fifth a large part of moving bulk traffic between selected points and 
the incremental was setting up more dumps for coal and stml at 
o n ~ e s ~ ~ r o u @ s . ( i i ) T h e d e m a n d f o r ~ u g h  railway krminals. From these poinu, funher 
and 'limited stop' fast passenger services b e t w n  distribution would be by road mnspn 
main of induswand population had been total outlay envimged on Railways (excl- 
increasing rapidly. (iii) The share of bulk com- uding meBopolim mnspon) in he Dralt Fifh 
modities such rs iron and Ores, Five Year Plan was Rs 23% crore wih a foreign 
'emen& ferti1isrs9 grains* and pwoleum exchange component of about Rs 330 crore. 
prOducU which formed 58 per cent of the lo* About 68 per cent of the outlay was proposed for 
mWIue earning tonnage in 1950-51 ~ccounted rolling stoc*, mck renewals, and line capacity 
for as muchas 80 percent in 1971-72. (iv) Finally, works. The RRailways were to make a 
Ihe share Of the in total traffic was contribution of about R s  779 crore towards their 
declining and that of the road transport increasing 
(Table 20). Plan from their own resources (Table 28). 

In view of (i) above, the emphasis during the The programme envisaged the acquisition of 

Fiffh Plan was to be on modernisation and about 1,300 locomotives, 100,000 wagons (in 

improvement of the existing network rather than terms of 4-wheelers) and 6,500 coaches. The 

on its extension. It was proposed to clear fully, as P rovision for rolling stock was made to enable the 
far as possible, he long distance and medium movement of 280 million tonnes with an average 
distance non-subUTbm passenger traffic. For his lead of 660 kil0metres. With the 

adequate passenger terminal and yard operational efficiency, more modernised trac- 
capacities in cenmes tions, increasing block rake movements, more 
would developed; the length of passenger mechanised handling facilities at loading and 
trains on long distance routes would be increased; unloading points, it would be possible for Rail- 
and coaches of higher carrying capacity inuo- ways to handle a larger originating tonnage i-e. 
duced. An increase in the capacity ofrailways for about 300 million tonnes by 1978-79. It was 
non-subwbm passenger mffic was planned to proposed to electrify about 1,800 route kms. The 
cater to a rate of growth of about 4 per cent setting up of some captive power stations for the 
(simple)per annum. The short distance passenger Railways was also visualised. 

- - -  - 

Ms. F.K. Wadia is a Research Fellow of the Indian School of Political Economy, Pune. 
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. -----, 

P r o g m e  Foulth Plan Fifth Plan Outlav 
Original Revised Likely 
Ouday &lay Expendxtun 

1. R.ollin Stock 620 568 609 
2. and Sheds 30 30  22 
3. Machinery and P h t  15 25 22 
4. Track Renewals 200 180 161 
5. Bridge Woks 28 29 30 
6. Line Capacity 3 15 234 230 
7. Signalling and Safety 40 49 59 
8. Electrification 82 7 3  68 
9. Other Eledric Works 12 15 18 

10. New Lines 83 86  32 
11. Staff Welfare 15 20 16 
12. Staff Quarrefg 30 36  65 
13. Users Amen~ues 20 20 20 
14. Other Specified Works 10 10 11 
IS. Investmen1 in State Road Transwrt COIDO- 10 10 14 

rations 
16. Inventories 15 15 61 5 0  
17. Take over of open line works of P&T 2 
18. Probable Savings 
19. Total 1,525 1,400 2,350 

Source: Draft Flflh Five Ycor Plan, 1974-79, Vol. II. 

The capacity available in the country for man- Locomotive Works was to be about 60 per annum 
LIfactuIing railway r~lling stock including Wag- during the Fifth plan perid. The capacity of 
ons and coaches was expected to be adequate to 
meet the requirements in the Fifth Plan. No new diesel locomotives at the Diesel Locomotive 

steam locomotive was to be added. f i e  man- Works, h-anasi, was about 160per annum which 
ulacturing capacity of electric locomotives at the was expected to be substaratiallv utilised in the 
Chiltaran~an - L ~ o m o t i v e  Works was to be Fifth pian. No new steam locokotive was to be 
augmented to about 80 locomotives per annum. 
Thus about 400 electric locomotives were to be added. Table 29 gives the position regarding 
added during the Fifth plan period. The Prduc-  additions and replacements in the rolling stock 
tion capacity of diesel shunters at the Chitmanjan programme in the Fifth Plan. 

Item Additions Replacanant Total 

1. Locanotivcs (d ) 900 400 1,300 
(b) Diesel ) 
(c) EIccbic ) 

2. Wagons 80,000 20,000 
3. Coaches 

lo0,oOO 

4. Rail Cars 
3.000 3,500 6,500 

50 
5. Elcctric Multiple Units 

50 
1 ,000 50 1,050 

Source: Draft Fiflh Five Year Plan, 1974-79. Vol. II. 

The Fourth Plan had provided Rs SO crore for economic feasibility studies were in progress with 
metropoIitan rail transport in the form of rapid reference to the provision of rapid transit facilities 
transit facilities in the cities of Bombay, Calcutta, in Bombay, Delhi and Madras. The likely 
Delhi and Madras. The design and constn~ction expenditure in the Fourth Plan period was Rs 12 
of the Durn-Durn - Tollyganj rapid transit line in crore. A provision of Rs 200 crore was made for 
Calcutta was taken up in 1972-73. Techno- the Fifth Plan for metropolitan rail projects in 
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Calcutta, Bombay, Dehi and Madras and for loans from General Revenues being dvanced to 
undertaking techno-economic feasibility studies the Railway Development Fund, whenever the 
on rapid transit systems in five more cities available balance in the Development Fund was 
namdy, Ahmedabad, Bangalore, Hyderabad- insufficient to meet the cost of works chargeable 
Secunderabad, Kanpur and h n a .  toehat Fund, and payment of interest on such loans 

at the average borrowing rate, may be continued. 
Interim Report of the ~vailway Convention Corn- rile Railways may also be permitted to sake 
mitree 1973, December 1973 temporary loans as prevalent from the General 

Revenues, to meet the full dividend liability when 
The new Railway COnvention Committ@% the Railways' net revenuc was not adequate and 

1973, was constituted in May 1973, to review and th, Revenue Reserve Fund did not have enough 
recommend the rate of dividend payable by the bdance to make good [he shortfall. 
Railways to General Revenues as well as other 
ancillary matters in connection with Railway F ~ ~ ~ ~ R ~ ~ ~ ~ ~ ,  jWe 1974 
Finance. The recommendations of the Committee 
were to cover the Fifth Plan period, 1974-79. The ~ h ,  committee emphasised he need to plan 
Convention Committee submitted an interim more realistically so that resowces were 
repon in December 1973s ma*ing recommends- not locked up in unproductive schemes and full 
lions for the year of the Fiflh Plan, i.e. was derived of the facilities 
1974-75. created and assets built up over the years. The 

The Committee noted that while the Railways Railways were rcpresentd on the Working 
were likeiy to exceed the Fourth Plan provision Groups set up by the Planning Commission and 
of's 1,4Wcmre3 a 1%' shoIIfall in the W e t  of here was no m m n  why realistic of mf f i~  
origiriating freight mffic was As a could not be laid down. Moreover, the Railways 
result, the Railways were likely to incur a deficit with vat network spread over the entire of about Rs 167 cmre as against an anticipated lenglh and breadlh of the counby and being 
surplus. The Revenue Reserve Fund which was 
intended to be ulilised primarily for dividend intimately associated with various Central and 

equalisation was exhausted and was expected to Stateagencies at all levels, should be in aposition 

close with heavy outstanding liability. The to asxss precisely the requirement in the light of 

Develo~ment Fund was also exmted to close actual conditions. 

with higher loan liability. It ivas, therefore, 
obvious that the need for improving he per- 
formance and the financial position of the Rail- 
ways was urgent. 

The Committee were not in favour of any 
change in the manner of payment of a fixed div- 
idend to the General Revenues, on the capital 
invested as computed annually, and 
recommended that for the year 1974-75 payment 
should continue as in the previous financial year 
(1 973-74). inclusive of exemptions for cemjn 
lines and payments to States in lieu of passenger 
tax. Appropriation to the Depreciation Reserve 
Fund in 1974-75 should also be of the same order 
as in the final year of the Fourth Plan, i.e., Rs 115 
crore. Having regard to the unsatisfactory state of 
Railway Finances, the provision of temporary 

Second Report, August 1974 

The Committee noted the action taken by the 
Ministry of Railways on the recommendations in 
the first report of the Convention Committee, 
1971. There had beerrdelays in the submission of 
reports by (a) the Working Group of Experts to 
examine the Depreciation Reserve Fund rtnd the 
Renewal Reserve Fund, (b) the Committee on 
Inventory Control andProcurement of Stores and 
(c) the Task Force of Budgetary Accounting and 
Management Practices on Railways, constituted 
during 1973. Delays had also occurred in the 
replacement programme of over-aged DC electric 
locomotives and in the production of EMU 
coaches during the Fourth Plan. 
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Third Report, September 1974 

The Committee examined the action taken by 
Government on the recommen&tions contained 
in the Second Report of the Railway Convention 
Committee, 1971 on Suburban Services. The 
Planning Commission had initiated action for 
preparation of comprehensive integrated plans for 
suburban traffic, etc.. for cities with a population 
of 10 lakh and more during the Third Plan but 
these had not reached any conclusive stage. 
Further, the Government had not taken any clear 
decision about the financing and management of 
Metropolitan Transport System either, with the 
result that an air of uncertainty continued to vitiate 
the projects. Concerted measures were also called 
for to optimise the existing suburban services in 
the metropolitan cities. There was need for urgent 
action on all these matters. 

Fourth Report, December 1974 

The Committee examined the action taken by 
the Railway Ministry on the recommendations of 
the Railway Convention Committee, 1971 on 
Commercial and Allied Matters in its Third 
Report, The Convention Committee, 1973, were 
not satisfied with the action taken by theRailways 
to assess the extent of ticketless travel in the 
country. More stringent checking of ticketless 
travel was called for i n  view of the losses incurred 
by the Railways. Steps should be taken to 
streamline and rationalise the existing system for 
issue of tickets in the interest of better service to 
IIM class (now IInd class) passengers. 

The delay in the formation of a unified Police 
Force by the Railways was pointed out. If it was 
going to take time to set up aUnitary Police Force 
(instead of the Government Railway Police and 
the Railway Protection Force), the Railway 
Administration should have some say in the 
matter of selection of Government Railway 
Police. 

Fifth Report, December 1974 

Action taken by the Ministry of Railwayson the 
Fourth Report (Part 11) of the 1971 Committeeon 
over-crowding on Indian Railways, classes of 
travel and free pass facilities toRailway staff, and 

Railway users' amenities was examined. The 
Committee found an increase of 41.2 per cent and 
18.4 per cent in passenger kilometres suburban 
and non-suburban respectively during the Fourth 
Plan period, while vehicle kilometres increased 
by 11.5 per cent only. There was thus little 
improvement in the travelling conditions of the 
common third chss passengers during the pre- 
vious five years and that over-crowding on the 
Railways had become more or less endemic. The 
1973 Convention Committee, reiterated the pre- 
vious Committee's recommendations of provi- 
sion for passenger traffic for the Fifth Plan on a 
priority basis. 

Sixth Report, December 1974 

In its Sixth Report, the Railway Convention 
Committee, gave its recommendation on the rate 
of dividend for 1975-76 and other ancillary 
matters. The various issues that concerned Rail- 
way planning included (i) Persistent and heavy 
shortfalls in traffic materialisation in the 
successive Five Year Plans in respect of all the 
eight major commodities constituting about 75 
per cent of Railway traffic; (ii) Despite heavy 
shortfalls in the traffic materialisation during the 
Fourth Plan, the Railways had exceeded the 
mid-term Plan provision of Rs 1,400 crore by 
about Rs 19 crore; (iii) Although the traffic 
declined from 207.9 million tonnes in 1969-70 to 
185.2 million tonnes in 1973-74, the average lead 
showed a marked increase from 613 kms in 
1968-69 to 673 kms in 1973-74; (iv) As against 
the highest figure of about 208 million tonnes of 
originating traffic achieved in 1969-70 and the 
lowest level of 185 million tonnes in 1973-74, the 
Planning Commission set a target of 300 million 
tonnes for the Railways in the draft Fifth Plan. 
The Railways were, however, working to a 
slightly lower target of 280 million tonnes; and 
(v) The Planning Commission and the Ministry 
of Railways differed on the anticipated lead of 
traffic during the Fifth Plan at 630 kms and 660 
kms, respectively. Precise commodity-wise 
detailsoftheanticipated lead had yet tobe worked 
out. 

The financial effect of social burdens on the 
Railways was high at Rs 225.44 crore in 1973-74. 
The Railways were losing as much as Rs 11 5.4 
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crore on low rated commodities, Rs 95.04 crore 
on coaching services and Rs 10.98 crore on 
unremunerative branch lines. The Railway Min- 
isby should expedite the costing studies they had 
undertaken so as to review the freight structure. 
The unit cost of hauling the air-conditioned, First 
and Second Class coaches should be ascertained 
so that losses being incurred on each of them could 
be accurately determined. 

7he policy for rate of dividend, etc., for 1975-76 
should be the same as in the previous year. In the 
case of further relief asked for by the Railways, 
because of the shortfdi in Railway earnings and 
its difficult financial position, the Committee 
recommended that 50 per cent of the capital outlay 
in the years 1974-75 and 1975-76 on works in 
progress, other than those pertaining to strategic 
lines, North East Frontier Railway, over- 
capitalisation, ore lines, Jarnmu-Kathua and 
Tirunelveli-Kanyakumati- Trivandrum lines, 
new lines, and P&T line wires, may be exempted 
from payment of dividend for a period of Lhree 
years. 

Seventh Report. April I975 

The action taken by Government on the rec- 
ommendations in the Fifth Report of the Railway 
Convention Committee, 1971 on requirements 
and availability of wagons was examined in this 
Report. The 1971 Committee had referred to the 
persistent shortfall in the materialisation of 
originating freight traffic compared to the fore- 
casts during the Third and Fourth Plan periods. 
Effective remedial measures were to be taken to 
ensure that the requirements of freight traffic were 
assessed realistically for the Fifth and subsequent 
planperiods. The Ministry ofRailways stated that 
if net tonne kilometres were taken as the index, 
insteadof originating freight traffic, the Railways 
had achieved very nearly the target. Further, the 
forecasts were guided by the Planning Commis- 
sion and other Ministries of the Government. 
According to the Committee, the performance of 
a Department had to be evaluated in relation to 
the targets f ~ e d  and, as the target was fixed in 
terms of originating tonnage, the evaluation of the 
performance had to be done in terms of the 
originating mfflc and any other factor like lead 
of traffic was incidental. It could not accept the 

explanation of the Railways. 
The Committee did not also accept the Ministry 

of Railways' explanation that the delays in the 
supply of wagons were due to (a) inadequacies of 
facilities at anumber of trans-shipmentpoints, 0) 
capacity of certain sections, and (c) availability 
of engines necessitating continuance, of mixed 
traction on certain sections. It was pointed out that 
the total number of wagons had increased from 
3,83,891 in 1969-70 to 3,88,026 in 1973-74 while 
the originating freight traffic had declined from 
207.9 million tonnes to 184.9 million tonnes. 
Either the Railways' investment for catering for 
additional traffic was not properly made or their 
field operations were not managed effectively. 
The benefit of the huge capital investment made 
in successive Plans for development of the vast 
capacity for handling originating traffic should 
get translated into service by making wagons 
easily available as required by trade, industry and 
the public at large. 

Eighth Report. September 1975 

The Railway Convention Committee, 1973, 
examined (a) the methodology of planning by the 
Railways of Zonal and Divisional Traffic, (b) 
Fourth Plan Outlay and Targets, particularly the 
targets of traffic in major commodities and pas- 
sengers as also the achievements of physical 
targets, (c) Fifth Plan Outlay and Targets, and 
(d)Ancillary Matters pertaining to marketing and 
sales organisation and the utilisation of wagons. 

The Committee noted that the methodology of 
planning, in the absence of sufficient and reliable 
basic data had made it difficult for the Railways 
to fix Zone-wise traffic targets for the Plan peri- 
ods. Targets were based more on the past per- 
formance and known developments in the areas 
served by each Zonal Railway rather than on 
detailed information of the requirement of rail 
transport of the rail users. Further, the machinery 
available on the Zonal Railways and Divisions 
was not adequate for the purpose of assessment 
of the traffic needs of the users. Railway planning 
was largely derivative planning based on devel- 
opment programmes and assessment of traffic by 
the various Ministries. These estimates of traffic 
had often gone wrong. There was need for a 



480 JOURNAL. OF INDIAN SCHOOL OF POUTICAL ECONOMY SEPT-DEC 1990 

detailed scrutiny of these estimates by the Plan- 
ning Commission in consultation with the Rail- 
way Board. With the setting up of Central 
Planning Organisations at the zonal level, the 
Railway Plans could be more realistic. 

Actual expenditure during the Fourth Plan 
period exceeded the mid-term Plan provision of 
Rs 1,400 crore by Rs 19.5 crore. The originating 
freight traffic had reached only 184.9 million 
tonnes in 1973-74, as against the revised target of 
240.5 million tonnes. Despite this, the expendi- 
ture had exceeded the Plan outlay. Further, there 
had been heavy shortfalls in attaining some of the 
key physical targets during the Fourth Plan. The 
Ministry of Railways and the Planning Com- 
mission should lay down, henceforth, specific 
commodity-wise targets both in terms of 
originating tonnage and net tonne kms so that 
investment could be related to carefully assessed 
needs and the Railways' performance also pro- 
perly evaluated. 

No specific assessment of the capacity of the 
Railways for carrying freight traffic as at the end 
of the Third Plan had been made. For the Fourth 
Plan, the Railways built up a capacity in terms of 
wagons and locomotives of lifting about 215 
million tonnes of freight traffic at an average lead 
of 678 kms, i.e., 146 billion net tonne kms. No 
such assessment was possible for line capacity 
unless specific details of origin and destination of 
various streams of traffic were available. Since 
75 per cent of the total revenue-earning traffic was 
traditionally accounted for by eight commodities 
which moved in bulk on a programmed basis, the 
Committee considered that the Railways should 
have made a detailed assessment in conjunction 
with the concerned Ministries and field organi- 
sations, on the basis of origin- destination-wise 
linkage; in any case this should be done now. 
Detailed studies were also required of the freight 
carrying capacity including line capacity built up 
by the Railways section-wise, and the extent to 
which the same was utilised so that the areas 
where such capacity fell short of the requirement, 
could be clearly identified and future investments 
regulated accordingly. 

The Committee took a serious view of the 
abnormal excesses of expenditure over the Plan 
provisions in respect of a number of heads, 
particularly the 'Inventories' . The Ministry of 

Railways were called upon to take exmt ious  
follow-up action in the light of the Report of the 
High Powered Committee on Inventory Man- 
agement on the Railways so as to ensure that the 
stores procedures were streamlined in 
consonance with modem concepts of materials 
management. 

The Committee examined the targets of traffic 
of steel, coal, iron ore, cement, fertilisers and food 
grains and the shortfalls that had occurred in their 
movement during the Plan period. It again 
emphasised the need for realistic planning in the 
provision of rail facilities as also expected 
demand from the users. The Committee saw no 
reason why the Railways could not carry all the 
essential and high rated traffic that was offered to 
them. The Ministry of Railways should ensure 
that indentsof wagons for such commodities were 
cleared expeditiously so as to obviate their 
diversion to road services. 

The movement of the materials for Railways' 
own use had shown apersistent decline during the 
Fourth Plan period wia the result that in the final 
year of the Plan, the traffic fell short of the 
anticipated 18 million tonnes by as much as 10.4 
million tonnes. The Ministry of Railways should 
examine the reasons for the wide variations in the 
target and materialisation thereof of their own 
traffic soas to take necessary corrective measures. 

The increase in non-suburban passenger traffic 
in the Fourth Plan had far outstripped the provi- 
sion of coaching stock and, as a consequence, had 
accentuated over-crowding in the passenger 
trains. Over-crowding in second class unreserved 
accommodation of certain long-distance trains 
had ranged from 128 per cent to 202 per cent of 
seating capacity. It was therefore not possible for 
the Committee to accept the contention of the 
Ministry of Railways that the requirements of 
long-distance passenger traffic in the Fourth Plan 
were largely met. The Ministry of Railways 
should also analyse the reasons as to why there 
was asmall increaseof 9 per cent only in coaching 
stock, while provision of resources was adequate 
to cater for an increase of 19.8 per cent 

As regards suburban passengers, their number 
increased by 29.7 per cent while the EMU pas- 
senger kms. and vehicle kms. increased by 44.0 
per cent and 43.8 per cent, respectively. The 
increase in EMU coaching stock was, however, 
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15 per cent only. The Committee reiterated its 
earlier recommendation that concerted measures 
should be taken to optimise the existing suburban 
services in the metropolitan cities. 

For the Fifth Plan, the Working Group on 
Freight Traffic had projected a total of 335million 
tonnes of originating traffic. The Planning 
Commission tentatively fured a target of 300 
million tonnes, i.e. an increase of about 115 
million tonnes over the actual originating traffic 
at the end of the Fourth Plan. Planning of 
resources were restricted to a target of 280 million 
tonnes which the Railways considered to be more 
realistic. The Committee, considered that the 
anticipation of 13 to 15 million tonnes of addi- 
tional traffic per annum could prove to be on the 
high side in view of the shortfalls during the 
earlier Plan periods. As the mid-term appraisal of 
the Fifth Plan was in progress, the Committee 
recommended that realistic targets be fixed 
keeping in view the performance of various sec- 
tors of the economy, the likely growth and 
changes in the pattern of traffic and other relevant 
factors. 

As against the growth rate of 4.6 per cent per 
annum in the case of non-suburban traffic and 8.8 
per cent in suburban traffic recorded during the 
Fourth Five Year Plan, the Railways' estimate of 
growth of such traffic during the Fifth Five Year 
Plan was 4 per cent and 5 per cent per annum 
respectively. The assumption of 4 per cent growth 
for non-suburban traffic had been made on an 
empirical basis. Speedier development of pas- 
senger terminal and yard capacities at metropol- 
itan centres, setting up of subsidiary terminals, 
running of longer trains and provision of coaches 
with higher carrying capacity were some of the 
important measures proposed to be taken by the 
Railways to meet the requirementsof the growing 
passenger traffic in the Fifth Pla~". Since the 
proposals would make for better management and 
use of existing resources, they should be 
implemented on a priority basis. 

The Committee considered that the anticipation 
of 5 per cent growth per annum for suburban 
traffic could prove to be on the low side consid- 
ering the fact that during the past quinquennium 
such traffic had registered a growth of as much as 
8.8 per cent per annum. ?he Ministry of Railways 
should review the matter and take suitable action 

to meet adequately the needs of such traffic. 
In order to cater to the projected increase of 40 

million tonnes of additional freight traffic (over 
the revised target of the Fourth Plan), 4 per cent 
increase per annum in non-suburban traffic and 5 
per cent increase per annum in suburban mffic in 
the Fifth Plan period, the Railways would need 
1,300 locomotives (400 electric and 900 diesel), 
6,500 coaches, 1,050 EMUS, 50 Rail Cars and 
100,000 wagons (both on additional and 
replacement account). The additional stock 
would entail heavy capital investment of Iits 900 
crore with an annual dividend liability of about 
Rs 54 crore. The Railway Board should keep 
under constant review the utilisation of the exis- 
ting rolling stock and place orders for additional 
stock after making sure that the rolling stock 
already available with them, and on order, would 
be put to effective optimum use. The Ministry of 
Railways should lay down targets of engine and 
wagon utilisation for each Zonal Railway and 
keep a close watch on their performance in 
relation to such targets and take necessary 
remedial measures. In view of the constraints on 
resources, the Committee recommended econ- 
omy in the use of funds for expandindcon- 
structing new workshops, linecapacity worksand 
signalling and safety works during the Fifth Plan. 

Ninth Report, October 1975 

This Report dealt with the social burdens on 
Indian Railways. According to the Ministry of 
Railways, in addition to being a commercial 
undertaking, the Indian Railways had a number 
of obligations of apublic service character. These 
included transport of low rated freight traffic and 
passengers - suburban and non-suburban -, run- 
ning of unremunerative branch lines, freight 
concessions on export trade, relief measures, etc., 
and other miscellaneous social overloads like 
health, medical and welfare services, the Railway 
Protection Force, subsidised housing of 
employees and education assistance to railway 
employees' children. The losses borne and the 
costs incurred by the Railways on these services 
in the public interest constituted social burdens 
on them and were distinct from their commercial 
deficit 11e losses on this account had risen from 
Rs 169 crore in 1970-71 to Rs 282 crore in 



48" JOURNAL OF INDIAN SCHOOL OF POLKUCAL ECONOMY SEFT-DEC 1990 

1974-75. 
The Committee considered that before my 

compensation on uneconomic sexvices was Con- 
templated, a proper costing methodology should 
be evolved to estimate the losses incurred on 
account of the various social burdens. The losses 
on non-suburban passenger traffic had been 
estimated at about Rs 130 crore for 1975-76 on 
account of social burckns. The Committee found 
that the Railways had not yet been able to com- 
plete their coaching cost study, with the result that 
they had no means of assessing the quantum of 
shortfall in the fares charged as against the cost 
of operations train-wise/class-wise. The Com- 
mittee reiterated that any losses on operation of 
higher classes should not be met by the Railways. 
However, losses incurred by the Railways as a 
result of concessional fares for travel to and from 
hill stations, and those given to students, sports- 
men, artists, defence personnel, blind persons, 
etc., should be reimbursed by the Government. 
With this end in view, the necessary financial 
arrangements could be worked out by Govern- 
ment. 

The Railways incurred losses in the fares 
charged to third (now second) class passengers 
who constituted the bulk of the travelling public. 
Government should evolve a financial arrange- 
ment in the light of fmdings of the costing study 
and the economics of operation of various classes 
of travel, in consultation with the Ministry of 
Finance and Comptroller and Auditor General, 
whereby theRailways werecompensated in some 
equitable manner for the unavoidable losses that 
they incurred on second class passenger mffic 
only. 

The entire question of subsidising the Railways 
so as to cover the unavoidable losseson passenger 
tmffic, suburban as well as non-suburban, should 
be remitted to a high powered Committee com- 
prising the representatives of the Ministries of 
Railways, Transport and Finance, the C & A.G., 
the State Governments and local authorities 
concerned. The high-powered Committee might 
be entrusted with the task of working out a 
practicable financial arrangement to subsidise the 
Railways keeping in view the practices obtaining 
in Britain, France, West Germany, etc., in this 
behalf. 

As regards low freight rated commodities and 

lases incurred therein, the Committee stressed 
again that h e  Railways should take concerted 
measures to bring down the unit cost of transport 
of goods so as to earn not only a reasonable return 
on the investments but also to generate adequate 
surpluses to finance their investment plans and 
cover in part the losses on coaching services. 

The Committee referred to the observations of 
the Uneconomic Branch Lines Committee (1 969) 
regarding the formula adopted by certain railways 
in estimating main line and braneh line earnings. 
Early action needed to be taken to refine the 
methodology for assessing the overall financial 
position of working of the branch lines. The whole 
question of continuing the operation of uneco- 
nomic branch lines needed a critical and objective 
review of how far the existing alternative modes 
of transport could replace the uneconomic tnin 
services. The Railways should identify the branch 
lines which we= marginally unremunerative and 
could be made economicdly viable with mini- 
mum investrnents and take concerted measures in 
close coordination with the State Governments, 
trade and industry, to improve their financial 
results. So far as the other branch lines were 
concerned, if they were to be continued indefi- 
nitely, inspite of recurring losses and with no 
possibility of their h o m i n g  viable in the 
foreseeable future, the only alternative was that 
the losses should be shared by the Railways and 
the authority desiring their continuation. 

Instead of burde~ing the Railway finances, with 
consvuction of railways in the backward areas, 
the Committee recommended that the Govem- 
ment should enunciate a clear-cut policy where- 
under the Central and State Governments would 
be willing partners in mobilising the capital 
needed for such lines and in sharing the losses in 
their operation. As a corollary, State Govem- 
ments should be willing for closure of patently 
uneconomic branch lines, if other transport means 
adequately met the development requirements of 
the area, 

The question of any reimbursement of the 
miscellaneous social overheads was turned down 
by the Committee as such amenities were pro- 
vided to the staff by other public undertakings 
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also. On the other hand, the Railways were 
overstaffed and there was need to effect econo- 
mies in that direction. 

Tenth Reporr, August 1975 

This Report of the Railway Convention Com- 
mittee, 1973 pertained to the action taken by the 
Government on the recommendations contained 
in the Sixth Report of the Committee on rate of 
dividend for the year 1975-76 and other ancillary 
matters. In that Report, the Committee had rec- 
omrne~~ded the rationalisation of freight and fare 
structures. The Ministry of Railways stated that 
the freight rates on all commodities, other than 
those which affected the general cost of living, 
e.g., food grains, were revised substantially 
upwards in 1974-75 and it was expected that 
freight charges on industrial raw materials would 
generally be adequate to cover the cost of their 
carriage. The Committee drew attention to the 
recommendation made by the Public Accounts 
Committee in their 148th Report that 'all other 
items (excepting Government owned cereals and 
pulses and Government relief materials) should 
be carried at 'the cost plus' rates basis. The 
Convention Committee, 1973, therefore, recom- 
mended that the Ministry of Railways should 
initiate commodity-wise studies to find out the 
element of subsidy, if any, still involved in the 
carriage of various commodities, particularly 
industrial raw materials, even after the latest 
revision of freight rates and to take appropriate 
action to rationalise the freight structure in the 
light of the findings of such studies. The Com- 
mittee noted that the results of the study in regard 
to the unit cost of haulage of air-conditioned, first 
and second class coaches had not yet been com- 
pleted by the Railways and stressed expedition of 
the same. The Committee also desired that the 
Task Force on Budgetary Accounting and Man- 
agement Practices on the Railways should expe- 
dite its work and they should be informed a b u t  
the action taken by the Government in pursuance 
of the recommendations made in its Reports. 

Elevenlh Report. December 1975 

The Eleventh Report of the Railway Conven- 
tion Committee, 1973 dealt with the rate of 

dividend for 1976-77 and other ancillary matters 
pertaining for that year. The Committee stated 
that the rate of dividend, etc.,recommended for 
1975-76 should apply to 1976-77 also. The 50 per 
cent exemption for capital outlay from payment 
of dividend for works in progress was to be 
extended to the entire Fifth Five Year Plan period. 
As regards payment to the Depreciation Reserve 
Fund, the Committee referred to the three alter- 
native systems of estimation suggested by the 
Working Group appointed for the purpose, as also 
the obligation of the Railways to the covenant 
entered with the International Development 
Association and recommended an amount of Rs 
135 crore as contribution to the Depreciation 
Reserve Fund for 1976-77. 

Working Group on Depreciation Reserve Fund 
and Renewal Reserve Fund, 1975 

In pursuance of the recommendation made by 
theRailway ConventionCommiltee, 1971 in their 
First Report on 'Accounting Matters', Govern- 
ment appointed a Working Group to exanline the 
basis for making provision for Depreciation 
ReserveFund in respect of Railway assets created 
during the Fourth Plan period and to determine 
whether it was necessary to create a separate 
Renewal ReserveFund to provide for inflationary 
and improvement elernents in the cost of assets. 
The Working Group concluded that there was no 
need to change the prevalent system based on 
current replacement costs and that, in particular, 
there was no need to create a separate Renewal 
Reserve Fund; the estimated inflationary and 
improvement element would form part of the 
replacement cost. Three alternative systems were 
outlined to calculate the depreciation require- 
ments: (I) Calculation of depreciation provision 
based on asset registers for each individual asset. 
Another refinement of the same system would be 
the adoption of Group Plan System of working 
out depreciation for a given recognised group of 
asset; (11) Calculation of depreciation provision 
based on the already available data on wasting 
railway assets contained in the Block Account, 
i.e., working out separately the provision on 
account of thc three elements, (a) original cost of 
the assets, (b) inflation, and (c) improvement. The 
sum total of these provisions would automatically 
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meet the requirements of current replacement cost Task Force on Budgetary Accounting and Man- 
approach; or (111) Calculation of depreciation agement Practices on ~ a i l w a ~ s ,  1974 
provision based on available data of Railways' 
wasting assets in terns of physical units under A Task Force consisting of officers drawn from 
clearly assignable asset goups and 'estimating the Ministries of Finance and Railways and two 
their current replacement co$t by evaluating them Chartered Accountants was in 

and thus arriving for Depreciation 1973 to undertake a detailed examination of 
Reserve Fund. In view of the cumbersome pro- aspects of 

cedure as well as substantial recurring expendi- management practices on the Railwaysin thelight 

ture of about Rs 60 lakh involved in System I, the of the recommendations of the Convention 

Working Group recommended adoption of either Committee (1971). 
The Task Force submitted its first report 

System I1 or System I11 to ensure that there was sometime in 1974 on .Budgetary Accounting and 
no serious under-provisioning or over- Management Practices on Railways' which dealt 
provisioning. mainly with restructuring of Demands for Grants 

The Group that* in and other budget documents. A revised structure 
the interest of prudent financial management, if of Demands for Grants based on function- 
the financial situation permitted, at least 5 per cent oriented analysis of working expenses of 
of the block value of wastingassets be maintained ~ ~ i l ~ ~ ~ ~  was recommended. ~h~ scheme of 
as the balance in the Depreciation Reserve Fund revised Demands for Grants made each grant 
to meet the unf0XSeen exigencies which may be distinguishable by the main activity and the 
caused by the unpredictable inflationary situation related objectives of expenditure under that 
as also due to the rapid strides in the field of Grant. This was intended to facilitate concurrent 
technological advancement. cost and budgetary control. The Revised 

The Ministry of  ailw ways decided to adopt Demands for Grants, recommended by the Task 
System I1 indicated by the Working Group for Force, were 16 in number against 22 existing at 
computation of depreciation allowance. that time (Table 30). 

TABLE! 30. REVISED DEMANDS POR GRAKIS 

No. 
I Policy Formation 8r Services 1 

canmon to Railways 2 
I1 General Superintendence & 3 

S e ~ c e s  on Railways 
Ill Repairs and Maintenance 4 

5 
6 
7 IV Operation 8 

Staff Welfare, Retirement Benefits and Miscella- 
neous 

Demand 
Name of Demand 

Railway Boa@ 
Research AuQt and Miscellaneous Establishments 
General Superintendence and Services on Railway 

Repairs &Maintenance of Way of Works. 
Repairs &Maintenance of Motive Power. 
Repairs &Maintenance of Camages and Wagons. 
Repairs & Maintenance of Plant and E u i  ents. 
Operating Expenses - R o h g  Stock a 2  G i p -  
ment. 
Operating Expenses - Traffic. 
Operatin Expenses - Fuel. 
staff ~ d f a n  ~r Ameruties. 

12 Mircellaneous Working Expnrses. 
13 hwident Fund. Patsion & Other Retinment Bene- 

fits. VI Railway Funds, and Payments to General Revenues 14 A m r i a t i o n  to Funds. 
15 hvidend to G m d  Revenues. Repayment of 

loans taken from Gmelll Revenues and Amortisa- 
tion of over- t pi tali sat ion. WI Works Expenditure 16 Assets- Acquartim. Construaim and Replace- 
ment. 

Source: Railway Convention Canmiaee, 1973. E h t h  Report. k. 1975.P.gcr 13-14 
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The recommendations of the Task Force, were 
accepted by Government with a number of 
modifications. Since the Task Force recom- 
mended major restructuring of Railway Budget 
(Demands and sub-head of Demands), intensive 
training to staff and officers dealing with bud- 
geting on the railways was to be arranged before 
implementation which was to take 2-3 years 
provided the Second Report of the Task Force 
dealing with revised classification of accounts 
was not delayed. 

Fifth Five Year Plan, 1974-79, for Railways 

The Fifth Five Year Plan for the Railways was 
approved by the National Development Council 
in November 1976. The revised outlay for the 
Fifth Plan on Railways came to Rs 2,15 1.80 crore 
as against Rs 2,350 crore in the draft Plan. The 
outlay for metropolitan mnsport was reduced 
from Rs 200 crore to Rs 50.20 crore, bringing the 
total Fifth Plan outlay to Rs 2,202 crore as against 
Rs 2,550 crore in the draft Plan. The outlays for 
the various programmes of Railways in the draft 

and the final Fifth Plan are given in Table 3 1. 
The estimates of originating freight traffic on 

Railways was revised downward from 300 mil- 
lion tonnes to 250 to 260 million tonnes. The 
largest single commodity would be 98 million 
tonnes of coal. Emphasis was laid on better uti- 
lisation of existing track and rolling stock 
capacity by maximising movement in block rakes 
and reducing turn-round time. In regard to non- 
suburban passenger traffic, outlay was provided 
after taking into consideration past trends and 
possible growth in the next two years. Provision 
for suburban traffic took into consideration the 
optimisation programmes of the Railways. Full 
provision'was made for completion of on-going 
traffic and project oriented lines. Despite con- 
straints on resources, the electrification projects 
of Virar-Sabarmati, Panskura-Haldia and 
Tundla-Delhi sections were completed. By the 
end of the Fifth Plan, it was expected that the 
Madras-Trivellore section would be fully elec- 
trified while electrification of Waltair-Kimndul 
and Madras-Vijaywada sections would have 
reached an advanced stage. 

TABLE 31. RFIli RVE YEAR PLAN OUTLAYS 

Programme Draft Fifth Plan Final Fifth Plan 

1. Rolling Stock 900 1056.8 
2 Workshops/Sheds 1 20 77.9 
3 Machinery and Plant 40 41.7 
4 Track Renewals 200 209.1 
5 Bridge Works 60 47.3 
6 Line Capacity Works 500 315.9 
7 Signalling and Safety 110 71.2 
8 Electrifkation 1 20 101.1 
9 Other Electrical Works 20 23.0 
10 New Lines 100 97.2 
11 Staff Welfare, Staff Quarters, etc. 100 67.2 
12 Investment in Road Services 30 48.7 
13 Inventories -- (-) 5.3 

14 Total 2350 2151.8 
15 Metropolitan Transport 200 50.2 

16 Grand Toial 2550 2202.0 

Source: Fifih Five Yeor Plm,  1974-79, November 1976, Pp 69-70 
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Railway Convention (~ommittee. 1977, First on Depreciation. The contribution to Lhe Depre- 
Report, October 1977 ciation Reserve Fund would therefore be Rs 140 

crore during 1977-78 and Rs 145 crore during 
TheRailway ConventionCommittee, 1977 was 1978-79. 

constituted by Parliament in August 1977. The The Committee further com om mended that (i) 
Committee submitted its First Report in October the prevalent provision for temporary borrowing 
1977 giving their recommen&tions on the divi- from Central Revenues when the balance in the 
dend payable by the Railways for h e  years DeVelopInent Fund was inadequate to meet its 
1977-78 and 1978-79,and other ancillary matters. obligdons for meeting the expenditure charge- 

The committee reviewed the financial results able to the Fund and to pay the interest on loans 
of h e  working of the Railways during 1974-77 may be continued in 1977-78 and 1978-79, and 
togeber the budge~orecastsfor  1977-7, (ii) interest on loans, whether taken to finance the 
The Railways had closed the financial y a s  e x ~ d i m e  on development works or to pay the 
1974-75 and 1975-76 with a net deficit of R~ interest on the principal of such loans, should 
113.82 crore and Rs 61.1 1 crore, respectively. continue be levied at lhe average bornwing 
However, in 1976-77, there was a marked rate chargeable to commercial departments. The 
improvement; as against a nominal surplus of Rs Committee also recommended that the Railways 
8.98 crore anticipated in the budget, a net surplus be  permitted to take temporary loans, as preva- 
of Rs  87.33 crore was expected. The Railways' lent, from the General Revenues to meet the full 
indebtedness to General Revenues under Devel- dividend liability when theRailwaysY net revenue 
opment Fund and Revenue Resene Fund was not adequate to pay the dividend to General 
increased from Rs 208.01 crore at the end of Revenues and the Revenue Reserve Fund had no 
1973-74 (last year of the Fourth Plan) to Rs 462 or insufficient balance to make good the shortfall. 
crore (approx.) by the end of 1976-77. ~t would Second Jmuory 978 need several years of sustained effort to wiue off 
the liabilities accumulated. Keeping in view the In this Rep& the Cornmitree examined the 
state of Railway fmances. the reliefs recom- action taken by on he reom- 
mended the rnendations contained in the Eighth Report of the 
1973, as well as the prevalent mode of payment Railway Convention c ~ ~ ~ ~ ~ ~ ,  1973 on 
of dividend to the General Revenues should Railways, Follnh and Five Year Plans and 
continue during the financial years 1977-78 and o h r   ill^^^ Matters. commenting on the 
1978-79. action taken by Government, the Committee 

As regards contribution to the Depreciation wemphasised that it was the Railways who had 
Reserve Fund, the Committee noted that h e  to & cmsequences of my inadvertent 
Government had decided to adopt System 11 of investments made for an anticipated traffic which 
the re~~lWYLendations of the working Group did not materialise, as had happened in the Third 
according to which the depreciation requirement md Fourth plans. The difficult financial position 
in the Fifth Plan was about Rs 658 crore. The ofthe ~ a i l w a ~ s  particularly since 1966-67, when 
actual provision of RS 650 crore made in the Plan they went into the red, was in no small measure 
moreorlessc~es~dedto~tfigure.Railwa~s due to inadvertent investments made by them. 
would have to rnakeacontributionof Rs285crore Since four y- of the Fifth plan were almost 
towards the Depreciation Reserve Fund during over, there was need for concerted action, without 
1977-78 and 1978-79 in fulfilment of a covenant delay, to work out in depth the traffic projections 
entered into with the World Bank SO as to arrive for the next Plan. The traffic targets should be 
at an average of Rs 130 m e  per annum during worked out, inter-dia on the basis of a detailed 
the Fifth Plan period This was also in line with analysis of traffic projections, destination/ 
the requirements assessed by the Working Group direction-wise in respect of nlapr commodities. 
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These projections should be completed at least of traffic at 623 kms was originally adopted at the 
one year before the commencement of the next time of formulation of the Fourth Plan and at the 
Plan so that it might be of real assistance in time of mid-plan appraisal, a lead of 630 kms was 
determining the targets and rational allocation of adopted. However, the actual lead went up to 678 
resources. kms in 1972-73 and came down to 662 kms in 

1973-74. 
Third Report, March 1978 For the Fifth Plan, the Working Group for 

Freight Traffic projected a traffic level of 335 
The Third Report of the Railway Convention million tonnes for 1978-79 but the Railways 

Committee, 1977 examined the action taken by suggested a target of 280 million tonnes. How- 
Government on the recommendations contained ever, the Draft Plan laid down a target of 300 
in the Ninth Report of the Railway Convention million tonnes for the last year of the Plan. It was 
Committee, 1973 on Social Burdens on Indian lowered to 260 million tonnes at the time of 
Railways. For the Third Plan (1961-66). the finalising the Plan in the latter part of 1976. The 
Planning commission indicated, in February actual traffic in 1976-77 was only 239.1 million 
1960, rail transport target of 238.8 million tonnes tonnes. 
by 1965-66, but in March 1961 revised it upwards At the time of formulation of the Fifth Plan, the 
to 248.9 million tonnes based on the upward then prevailing lead of 670 kms was adopted and 
revision of estimates in respect of raw materials subsequently at the time of finalising the Plan in 
and coal for steel plants, coal for the general the latter part of 1976, it was raised to 678 kms 
public, railway material, etc. However in Jan- though the Planning Commission felt that it 
1962, on the basis of certain studies made, the would be around 660 kms. The actual lead was 
traffic forecast for the last year of the Third Plan 683 krns in 1974-75, 664 kms in 1975-76, 656 
underwent a further upward revision to 264 mil- kms in 1976-77 and 685 kms in 1977-78 (antic- 
lion tonnes based on an expected increase in coal ipated). 
traffic (by 5 million tonnes) and general goods Thus, on the one hand, the targets of originating 
traffic (by 10.1 million tonnes). Yet another traffic proved to be very much on the higher side 
change i n  the target was made in November, 1963 in successive Plans and, on the other, the 
at the time of the mid-term plan appraisal and the assumption regarding increases in average leads 
target was reduced to 245 million tonnes. The of traffic proved to be on the conservative side. 
actual traffic carried during the last year of the This meant that despite the constitution of the 
Thirdplan wasonly 203.1 million tonnes, leaving Working Group for Freight Traffic by the Plan- 
a shortfall of as much as42 million tonnes. As far ning Commission with the Chairman, Railway 
as the lead of traffic was concerned, it was Board as the convener, there had not been any 
assumed that it would remain the same as it was realistic appraisal of the railway transport 
at the beginning of Plan, i.e., 561 kms. However, demands. The Committee found that the user 
at the end of the Third Plan the average lead had Ministries tended to exaggerate their production 
gone up to 576 kms, an increase of 15 kms. estimates, the Planning Commission adopted a 

For the Fourth Plan, the Committee found that conservative increase in lead and the Railways 
though the user Minisuies had projected a freight worked out their investment requirements largely 
traffic of 290.8 million tonnes (including railway on the basis of these projections which proved to 
material), the target for the last year of the Fourth be erroneous. Though the availability of transport 
Plan was fixedat264.7million tonnesand, at the should be somewhat ahead of the demand, while 
time of mid-term appraisal of the plan in January, the target of originating traffic fixed for the Third 
1971, it was further reduced to 240.5 million Plan, viz., 245 million tonnes was yet to materi- 
tonnes. Actually, the mffic was only 184.9 mil- alise, the Railways went on making investments 
lion tonnes in 1973.74, the last year of the Plan, after the Third Plan based on unrealistic forecasts 
showinga gapof 55.5 million t anes  between the of freight traffic. The Committee were familiar 
anticipatedand the actual mffic.The average lead with the argument that the total quantum of 
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workload as indicated by the net-tonne kms 
W M S )  was increasing over the years e.g. from 
87.7 billion NTKMs in 1960-61 to 116.9 billion 
NTKMs in 1965-66 (an increase of 33 per cent) 
to 125 billion NTKMs in 1968-69 (an increase of 
43 per cent over 1960-61) to 136.5 billion 
NTKMs in 1972-73 (an increase of 56 per cent 
over 1960-61) and to 148 billion NTKMs in 
1975-76 (an increase of 68 per cent). But this 
increase in the workload over the years had not 
come about in the manner the Plan estimates 
envisaged in terms of originating traffic and the 
leads of traffic. What really happened was that 
the shortfall in originating traffic had been bal- 
anced by the higher than assumed average lead. 
The Committee, therefore, felt that Government 
should set themselves to the task of realistically 
assessing the future Railway transport require- 
ments. It was obvious that the production esti- 
mates given by the user Ministries must be 
subjected to a closer and more critical scrutiny. It 
was also necessary to work out major 
commodity-wise leads of traffic more critically. 
This was not a difficult task as most of the bulk 
commodities moved largely on a programmed 
basis and clear origindestination-wise data 
should be available with user Ministries. In order 
to ascertain realistically the future requirements 
of Railway transport, the Ministry of Railways 
should undertake a critical and in-depth study of 
the past trends in the growth of lead in major 
commodities and the likely changes in the pat- 
terns of their movement due to new production 
and consuming centres coming up as a result of 
growth, particularly in the industrial and agri- 
cultural sectors. 

The Committee found that the Railways had not 
undertaken any detailed or scientific analysis of 
their investments to study the expenditure 
incurred on creation of additional freight or pas- 
senger carrying capacity and their productivity. 
The Ministry of Railways should undertake an 
exercise by adopting modem accounting tech- 
niques so that it could provide the basic param- 
eters for determining the allocation of resources 
to the railways for augmenting the traffic capacity 
for the future. The Railways should place as muc h 
emphasis on consoli&tion as on expansion and 
ensure that investments were made on a selective 

basis after a careful assessment of requirements. 
The Committee noted that although the Rail- 

ways had fmalised the methodology for evolving 
coaching unit costs, they were yet to complete the 
development of unit costs of operation of 
mail/express and ordinary trains, class-wise, 
without which the profitability of the various train 
services and classes of travel could not be pro- 
perly determined. The Ministry of Railways 
should address themselves to this important and 
urgent task without further loss of time and work 
outinconcrete terms the profitability of important 
train services and classes of travel, particularly 
those on which the Railways were incurring 
losses. Such a study would not only help the 
Railways to resolve the long-standing contro- 
versy about the losses on passenger services but 
also help to identify the factors contributing 
towards losses so that running of passenger ser- 
vices and composition of trains could be ratio- 
nalised in the best public interest. 

Fourth Report, December 1978 

In December 1978, the Railway Convention 
Committee, 1977 submitted its Report on Dele- 
gation of Powers to General Managers, Organi- 
zation of Zonal Railways and Organisation of 
Railway Board's Office. The Committee noted 
that the Railways' operations were so organised 
that while the authority for policy making was 
vested in the Railway Board, the execution was 
left to the Zonal Railways. A schedule of powers 
delegated to the General Managers of Zonal 
Railways was laid down and additional/revised 
powers were included from time to time. The 
Railway Board confined themselves to policy 
formulation, planning, coordination and overall 
supervision of the Zonal Railways and the Gen- 
eral Managers were allowed to function freely 
within their delegated powers. The Committee, 
however, felt that the growth in staff in the 
Railway Board indicated that there was a strong 
tendency for concentrating more and more pow- 
ers in the Railway Board. 

There had been a more than justified increase 
in the strength of staff and officers in the Railway 
Board in the name of developmental activities. 
The argument that the increase in the number of 
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references from the Members of Parliament and amount by setting apart amounts from revenue 
others had necessitated increase in the strength of surpluses from year to year was a laudable but 
the Board was not acceptable to the Committee. unattainable proposition in the foreseeable future. 
If the Railways were managed in a business-like Hence, it should be written off the railway books 
and efficient manner, the chances for complaints without financial adjustment, as already recom- 
wouId be greatly reduced, if not obviated. Further, mended by the earlier Expert Group. Out of this 
modem management techniques should have amount no dividend in any case was being paid 
resulted in substantial simplification of proce- on Rs 118.25 crore and it was only a logical step 
dures, speedier disposal, reduction and better to drop this amount from the books. The balance 
utilisation of man-power and above all saving in of Rs 4.29 crore also represented intangible assets 
expenditure on administrative costs, overheads, and, therefore, that should also be removed from 
etc. the capital account. 

The more important components of capital costs 
Expert Group on Capital Structure of Indian relating to unproductive assets should be identi- 
Railways, October 1978 fied and made eligible for dividend concessions. 

These included (i) The capital cost of all new lines 
The Railway Convention Committee, 1971 had taken as developmental lines (not providing the 

recommended the setting up of an Expert Group usual return on capital), which were initially 
to examine, in all its aspects, the scheme for allocable to Development Fund but which came 
amortisation of the capital-at-charge. The Com- to be allocated to capital on the basis of the 
mittee said that the question of precisely deter- recommendations of the 1954 Convention 
mining the element of over-capitalisation on the Committee, should be exempted from dividend. 
Indian Railways, the amortisation thereof and, in (ii) The capital cost of uneconomic branch lines 
the alternative, the question of reviewing the not taken into account for dividend exemption, 
capital structure of the Indian Railways be should be reviewed from year to year and account 
remitted to an Expert Group consisting of repre- should be taken of the changes in cost for esti- 
sentatives of the Ministries of Finance, Railways mation of dividend exemption. (iii) While 
and some independent economic experts,etc.,and national investments were exempted from 
their recommendations made available to the next payment of dividend, surpluses, if any, were 
Railway Convention Committee for consider- required to be made over to the General Revenues 
ation and report. Consequently, an Expert Group while losses were to be borne by the Railways. 
was set up which submitted its report in The Expert Group recommended deletion of the 
September 1977. The Ministry of Railways provision of making over the surpluses to the 
considered this report and decided to set up a new General Revenues, or alternatively there should 
Expert Group to make an in-depth study of all the be provision to pass on the losses also to General 
aspects of the problem and make their recom- Revenues on the same lines as losses on strategic 
mendations. The new Expert Group submitted its lines were allowed to be deducted from the 
report sometime in late 1978. dividend payable. (iv) The capital cost of subur- 

The Group recommended that the capital-at- ban services (Rs 114.64 crore as on 31 -3-74), 
charge to the extent of Rs 475 crore representing ferries (Rs 5.05 crore), and welfare buildings like 
the element of contribution as distinct from the hospitals, dispensaries, health units, clubs, insti- 
dividend paid by the Railways to General Reve- tutions, schools and colleges, hostels and other 
nues since 1924 should be written off to provide welfare centres (Rs 3.43 crore as on 31-3-77) 
some relief to the Railways. However, this was should also be exempted from payment of divi- 
not agreed to by the representative of the Ministry dend. Attention was drawn by the Expert Group 
of Finance in the Expen Group. to the imperative need for stepping up the 

The Expert Group had estimated that the extent allocations to the Depreciation Reserve Fund for 
of over-capitalisation in the Railways was of the enabling the Railways to overtake the arrears in 
order of Rs 122.54 crore. The amortisation of this replacements. Annual contribution to the 
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Depreciation Reserve Fund would need to be at The Committee recommended revision of fares 
a much higher level than Rs 145 crore. for passenger, freight and other coaching traffic. 

According to the Expert Group all accumulated In the case of passenger fares, the Committee 
indebtedness of the Railways to date should be recommended that no concessions in fares, 
written off. The system of borrowing loans by  including hill ticket concessions, should be 
Railway Revenues from General Revenues for available to passengers travelling by a class other 
purpose of dividend equalisation should be dis- than the Second Class. There should be an 
continued. Shortfalls in dividend payments increase in season ticket fares especially for those 
should be treated as deferred liability not carrying in the suburban sections. Season tickets on the 
interest. In regard to financing of expenditure non-suburban sections should be available 
chargeable to Development Fund, the Expert between stations situated at distances not 
Group recommended that temporary loans could exceeding 150 kms as against 80 kms then 
continue to be obtained from the General Reve- allowed. Also, the distinction in the season ticket 
nues. Such loans could be repaid over a period of fares between suburban and non-suburban sec- 
10 years and carry interest at a subsidised rate of tions upto 150 kms should be abolished. TheFirst 
3 per cent Class monthly season ticket should be uniformly 

four times the Second Class monthly season ticket 
Interim Report of the Rail Tariff Enquiry Corn- fare. Further, quarterly season ticket fares should 
miuee, November 1978 in all cases be three times the monthly season 

ticket fares. In the case of freight rates, the 
The Public Accounts Committee as well as the exemptions from levy of supplementary charges 

Railway ConventionCommittee hademphasised imposed in 1974 and 1976, given to grain and 
the need for rationalising the fare and freight pulses, salt NOC, gur, jaggery and sugar, certain 
suucture having due regard to the cost of service. items of edible oils and oilseeds and chcmical 
Accordingly, the Government of India set up in manures should be removed. The increase in 
September 1977 the Rail Tariff Enquiry Com- parcel/luggage rates had not been consistent with 
mitlee to examine the structure of fares, rates and the increase in goods rates since 197 1. These 
other charges for public traffic as also for post should be increased suitably to re-establish that 
office, mails and military traffic, carried by pas- relativity. 
senger trains and/orgoods trains, in all its aspects, 
and ancillary and incidental matters such as High Level Committee on Social Burdens of 
packing conditions and booking and delivery of, Indian Railways. January 1979 
and payment for, traffic; and to recommend the 
modifications to be made bearing in mind, the In its Ninth Report on Social Burdens on Indian 
interests of the common man, the requirements of Railways, the Railway Convention Committee 
a developing economy and the importance of 1973 had recommended the setting up of a 
making the Railways financially viable. The high-powered Committee to work out a practi- 
Committee was also to recommend on the ratio- cable financial arrangement to subsidise the 
nalisation and simplification of the freight and Railways for the losses borne on suburban 
fare structure on the Indian Railways. The transport. Accordingly, the Government of India 
Committee submitted an Interim Report in appointed a Commi ttee in January 1978 to review 
November 1978. the entire question of subsidising the Railways so 

In its Interim Report, thecommittee looked into as to cover the unavoidable losses on passenger 
the financial position and performance of the traffic, suburban as well as non-suburban, unre- 
Railways and concluded that fares and freight rnunerative branch lines, and goods traffic and to 
rates had not kept pace with general increase in work out a practicable financial arrangement 
the price levels, which was responsible for the taking into consideration similar practice 
difficulties faced by Railways especially in obtaining on other foreign railways. The Com- 
undertaking larger development programmes. mittce was also asked to examine Ihe manner in 
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which the cost of special responsibility regarding 
Education, Health and guarding of Railway 
property incurred by the Railways could be shared 
with the States or Central Revenues. The Com- 
mittee submitted its Report in January 1979. 

The Committee stated that there was no case at  
all on economic or other grounds for giving 
subsidies. If the Government decided to give 
subsidy for certain items, then such subsidies 
should be given explicitly and not indirectly. If 
the Railways were prevented from enhancing 
their freight rates and fares they should be entitled 
to a direct subsidy to compensate them for the 
losses which they would incur. 

The Committee recommended that (i) the 
Railways should be permitted to increase their 
freight rates for items which they carried below 
cost; (ii) if the Railways were not permitted to 
enhance the freight rates as proposed, the losses 
incurred by them in the carriage of these com- 
modities should be reimbursed in full by the 
Ccntral Government; (iii) For suburban services, 
there was no case for charging such a highly 
concessional tariff. The high cost of providing 
essential services in the metropolitan cities, called 
for introducing a tariff which would act as a 
disincentive to further accentuate the congestion 
problem in the metropolitan cities. The single 
journey rail fares for suburban services should not 
be less than bus fares in metropolitan cities. 
Further, the monthly season ticket fares in the 
three cities of Bombay, Calcutta and Madras 
should be fixed on the basis of charging 24 single 
journeys in a month. The practice of issuing 
quarterly season tickets on the basis of 2- 1/2 times 
of monthly season ticket fares should also be 
discontinued; (iv) Until the Railways were able 
to enhance the season ticket fares upto the level 
at which the cost was covered, they should be fully 
compensated for the losses incurred by them on 
suburban traffic from the general revenues; (v) 
the special fare table in force for Second Class 
upto 50 kms should be abolished; (vi) hill con- 
cession should be given only for the off season; 
(vii) Ministry of Railways should forthwith take 
necessary steps to discontinue uneconomic 
branch lines; (viii) theexpenditure incumdby the 
Railways in providing health, medical services, 
subsidised housing and educational assistance to 

the employees was part of their duty as model 
employer and there was no case for making any 
reimbursemerlt to the Railways on this account; 
(ix) the cost of the Government Railway Police 
should be shared by the State Governments 
concerned and the Ministry of Railways on a 
fifty-fifty basis. 

The Committee recommended full tariff rates 
to be charged for military traffic, and no losses be 
incurred in the carriage of postal traffic. Ferry 
services should be economically charged. Rail- 
ways should improve their costing technology 
and ensure that their pricing of goods, passenger 
and coaching services was never below their cost. 

Fifth Report of the Railway Convention Com- 
mittee, 1977, February 1979 

The 1973 Convention covered the first three 
years of the Fifth Plan, viz. 1974-75,1975-76and 
1976-77. The First Report of the Railway Con- 
vention Committee, 1977 which was presented to 
both Houses of Parliament in October 1977 
contained their recommendations regarding rate 
of dividend payable by the Railways to the 
General Revenues and other ancillary matters for 
the financial years 1977-78 and 1978-79. How- 
ever, the Fifth Plan was terminated a year earlier 
and the Sixth Five Year Plan began with 1978-79: 
As the Ministry of Railways were yet to formulate 
the details of the Sixth Plan, the Committee 
submitted an interim report. Their recommenda- 
tions for the Sixth Plan period were to be made 
after receipt of a detailed memorandum from the 
Ministry of Railways, giving the Sixth Plan out- 
lays, projections of traffic, levels of fares and 
freight, etc. Based on the tentative estimates 
framed by the Railways, the Committee felt that 
Railways, inspite of carrying a huge investment 
amounting to Rs 5,572 crore as on 31 -3- 1978 and 
inspite of their operations spreading over a period 
of 125 years, were still not organised as a sound 
public enterprise, economically viable and self- 
generating in resources, and adequate to sustain 
the growth of the system so as to keep pace with 
the demands of a developing economy. 

It took nearly six years for the Ministry of 
Railways to take conclusive action on the rec- 
ommendations made by the Railway Convention 
Committee, 1971 with regard to the question of 
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revamping the capital suucture of the Railways. 
The matter was examined by two expert bodies. 
Action had yet to be taken by the Ministries of 
Finance and Railways to formulate specific pro- 
posals on the recommendations of the Expert 
Group on Capital Structure. 

The Committee recommended that the mode of 
payment of a fixed dividend on the capital 
invested in the Railways as computed annually in 
lieu of the interest charges, plus a small element 
of contribution to the General Revenues, be 
continued for 1978-79 and 1979-80 in the interest 
of financial discipline. The Committee had no 
objection for the amount assessed by the Expert 
Group on Capital Structure of Indian Railways 
(Rs 122.54 crore) being written off the Railways' 
books without financial adjustment, subject to the 
condition that the additional amount of Rs 4.29 

. crore over the earlier assessment of Rs 118.25 
crore was vetted by the Comptroller and Auditor 
General of India. 

The extant arrangements of grants paid to the 
States in lieu of the tax on passenger fares were 
aIso to continue for the two years. Exemption of 
the capital-at-charge of the non-strategic portions 
of the North East Frontier Railway and unremu- 
nerative branch lines from the payment of divi- 
dend was also to continue. For unremunerative 
branch lines, the capital cost to be exempted from 
dividend should be based on annual reviews, the 
unremunerativeness of a particular branch line 
being determined by adopting the marginal cost 
principle. The capital cost of new lines taken up 
on or after 1-4-1955, on other than financial 

considerations, could be exempted from divi- 
dend. If any such lines became remunerative, 
adapting the marginal cost principle during the 
years 1978-79 and 1979-80, dividend on the 
capital cost of such lines should be paid to the 
General Revenues. Payment of dividend on 
capital cost of femes, buildings such as hospitals, 
dispensaries, schools, colleges, hostels, welfare 
centres, etc., was exempted. As regards Railway 
staff quarters, the Committee recommended that 
on the capital cost of residential buildings, divi- 
dend may be paid at the rate of 3.5 per cent for 
the years 1978-79 and 1979-80. The extant 
manner of fixing the payment of dividend to 
General Revenues, by adopting differential rates 
of dividend for before and after March 3 1, 1961 
was to continue for 1978-79 and 1979-80, 
together with all arrangements for deduction as 
hitherto. 

Main Report of the Rail TariflEnquiry Cornmit- 
tee, April 1980 

The Committee submitted their Main Report on 
21st April, 1980. The Report is divided into four 
parts. Part I deals with the basic considerations in 
approach to tariff making. Part I1 deals with 
passenger, luggage, parcel and other coaching 
traffic, Part I11 deals with the freight traffic and 
Part IV gives a summary of the recommendations 
and conclusions. 
me Committee noted the net surplus earned by 

the Railways from 1950-51 to 1978-79 (Table 
32). 

TABLE 32. SURPLUSIDEFICIT EARNED BY RAILWAYS 
(Rs Crm) 

Year Net Surplus (+)I Deficit (-) 
1950-51 to 1965-66 (t) 324.57 
1 %6-67 to 1975-76 (-) 357.02 
1976-77 to 1978-79 (t) 230.13 

Totnl (t) 197.68 

Source: Svmmary of the Main repmf of Roil TarflEnquiry. April 1980 
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In the years when surpluses were inadequate, 
the railways had to take temporary loans from the 
Government to meet their liabilities. The provi- 
sion for depreciation by the Indian Railways had 
been less than at the desired level, especialIy after 
the financial position started deteriorating in the 
late sixties. With the backlog of depreciation and 
major assets acquired earlier falling due for 
replacement, it was necessary to provide for much 
larger depreciation than prevalent. Government 
may appoint an Expert Committee to go into this 
whole question at an early date. For its own 
calculations, the Committee assumed a provision 
for depreciation at a rate of 4.7 per cent on the 
value of assets. The contributions made by the 
Railways to the pension fund also required fresh 
valuation. 

Although Railways were an essential infra- 
structural facility, it was so far not adequately 
developed because of the availability of road 
transport. With the developments in the field of 
fuel, national policy would require more 
emphasis for long distances haulage as well as 
mass transit to be placed on railways rather than 
roadways. This would probably imply that the 
demand for railway traffic facilities would @ow 
at a rate faster than would be indicated by pro- 
jections from the past trends. It was time the 
Railways planned for a longer period of 20 years. 
The Committee estimated (as a minimum pro- 
jection) that the railways traffic in 2000 AD as 
compared to that in 1977-78 would increase as 
indicated in Table 33. 

TABLE 33. %AFL~C PROECT~ONS FOR 2000 A.D. 
11 d ntkm/vlun) . , 

Freight Passenger Traffic 
Traffic 

Suburban Non-Suburban 

Traffic in 2000 A.D. 406.00 168.00 320.00 
Traffic in 1977-78 162.69 39.43 137.20 

Additional Traffic in 2000 A.D. 243.31 128.57 182.80 

Source: As in Table 32. 

The corresponding investment requirements were estimated at R s  25,377.59 crore (Table 34). 

TABLE 34. INVESTMENTREQUIREMENTS FOR ADDITIONAL TRAFFICIN 2000 AD 
(Rs Crore) 

1. Rolling Sfock (At 1977-78 prices) 

(a) Locomotives 2,249.93 
(b) Coaches 1,665.46 
(c) Wagons 5,064.76 
(d) EMUS 1,836.78 
(e) Miscellaneous 1,069.76 

Total 
1 . I  886.69 

2. Traffic facilities * 
3. Workshop and Sheds @ 
4. Electrification 
5. New Lines 
6. Ofher Investments 

Total 

* Including Signalling and Safety 
@ Based on Railway Corporate Plan. (1976-89) 

Source: As in Table 3 2  
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Adding the requirements for replacements, the 
total outlay for the development of railways upb 
2000 AD would have to be about Rs 36,000 crore 
at 1977-78 prices. 

The Railways should normally earn, a return of 
10 per cent on the capital-at-charge. The railway 
tariffs should be such that, with the level of 
efficiency attained in 1976-77, they should meet 
all their appropriate costs at 1980-8 1 prices and 
earn a return of 10 per cent on the capital-at- 
charge. For this purpose, the Railways would 
have to earn about Rs 770 crore more on the traffic 
carried in 1976-77 at the same level of efficiency. 

The tariff proposals were so made by the 
Committee that out of the proposed additional 
earnings of about Rs 770 crore during 1980-81, 
goods would contribute about Rs  500 crore and 
coaching over Rs 250 crore. The general principle 
adopted for formulating the proposed tariff rates 
was that, except for very special reasons, no 
stream of mffic would be carried at rates which 
would, for that stream as a whole, not meet the 
costs directly to be ascribed to that stream of 
traffic. The contribution to total revenues of each 
stream of traffic would, however, vary according 
to what that stream of traffic could bear. 

While deciding the tapering of freight rates with 
distance the Committee recommended that, for 
shorter distances motor transport would be more 
suitable, except in case of bulk commodities and 
that the railways should concentrate more on 
mediuq and long distance transport. In case of 
passenger services, the approach of the Com- 
mittee was that, while revenue from Second Class 
(ordinary) passengers should cover the direct 
costs of those services, revenue from the 
mail/express services should not only cover their 
fully distributed costs but also make up the 
short-fall on the ordinary service so that the 
pzssenger services taken as a whole met their 
share of total costs. The Committee further rec- 
ommended that uniform rates of tariffs should 
apply on different gauges, and on sections with 
varying traffic density, inspite of possible dif- 
ference in operating costs. According to the 
Committee, there was no case for freight 
equalisation which i n  the long run merely dis- 
torted economics of location and led to wrong 
Pattern of development. Subsidies on freight 

movement were recommended for rail transport 
to the North Eastern region at enhanced rates and 
for longer distances. 

The Committee recommended reduction in the 
degree of concession to season ticket holders, 
especially in the suburban and suburban-like 
services. It was felt that a uniform concession of 
not more than 50 per cent was the maximum that 
could be justified. A steady and persistent policy 
of increasing season ticket fares should be pur- 
sued so as to achieve this in the course of five to 
ten years. Further, the capital investment in new 
or additional transport facilities on the suburban 
or suburbanlike sections of the Railways should 
be exempted from the payment of dividend. 
Losses which the Cenval Exchequer may have to 
sustainasaresult of this exemption could be taken 
into account by the Finance Commission, when 
the Centre-State financial relationship was peri- 
odically examined. 

Final Report of the Rail Tariff Enquiry Cornmit- 
tee, June 1980 

In its Final Report, the Committee dealt with 
subjects pertaining to (a) improving railway 
efficiency, (b) charges for postal traffic, (c) rates 
for military traffic, (d) terminal charges for Port 
Trust Railways, (e) sidings, (0 packing condi- 
tions and (g) miscellaneous commercial matters. 
As regards improving operational efficiency on 
the railways, the Committee mentioned that the 
Railways could do very little to improve the 
overall position in the face of the deteriorating 
law and order situation in the country. Expansion 
of the Railway Protection Force and improvement 
in the facilities available to them as well as 
increase in the subsidy to the State Government 
for improving the services of the State Govem- 
ment Railway Police would be a small cost to pay 
if it resulted in improvement in the situation. 
Appropriate facilities were required at the trans- 
shipment points. New methods and systems for 
trans-shipment should be tried so as to study in a 
systems analysis the design of wagons, the 
manner in which the trans-shipment should be 
organised and the equipment that should be used. 
The committee also recommended improve- 
ments in the working and layout of marshalling 



VOL. 2 NO. 3 DEVELOPMENT OF INDIAN RAILWAYS: 1974-1988 495 

yards, better telecommunication facilities, better further in the direction of achieving self reliance 
facilities for movement of staff in the marshalling in equipment. Also, special emphasis was to be 
yards and provision of pucca jeepable roads all given to research and development in the fields 
round the yards. A reference was made of the of modemisation and improvement of railway 
prob1emsofb.ansponintheNorth-Eastemstates, technology including new designs of locos, 
especially the need for supply of essential com- coaches and wagons, improvement of traction 
modities like food grains, salt, sugar and cement system for diesel locos so as to optimise the 
and it was felt that special extra funds should be utilisation of assets and improve the standards of 
sanctioned for speedy gauge conversion works in safety and reduce the operating costs. In view of 
the area. The opening of out-agencies for easier severe scarcity of resources, higher priority was 
transportation of goods was also recommended. to be given to the movement of essential goods 

traffic as against passenger traffic. 
Progress in the Fifth Plan 

Sixth Five Year Plan, 1980-85 
The Fifth Plan was terminated a year earlier in 

1977-78. Construction of 848 krns of new lines, The strategy for the Sixth Plan (1980-85) was 
doubling of 3 13 kms and electrification of 527 tomake a major effort to increase the output from 
kms were completed during the Plan period. the existing assets and improve substantially the 
Procurement of 427 diesel and 203 electric utilisation indices. Against the 1979-80 level of 
locomotives was made in addition to 46,979 972 net tonne kms (NTKM) per wagon day on the 
wagons and 4,120 coaches inclusive of 466 Broad Gauge (BG) and 534 on the Meter Gauge 
EMUS. Freight tmffic which was 196.7 million (MG), efforts were to be made to achieve a 
tonnesin 1974- 75 wentup to237.3 million tonnes minimum of 1,045 on the BG and 570 on the MG 
in 1977-78. Similarly, originating passengers and to aim at a higher target of 1,125 on the BG 
increased from 2,429 million in 1974-75 to 3,504 and 580 on the MG. 
million in 1977-78. Upto the end of 1978-79, the The demand on rail transport was estimated at 
last year of the original Fifth Plan, the originating about 309 million tonnes of originating traffic in 
freight tonnage was 223.4 million tonnes (as 1984-85. Taking the average lead of different 
against the Fifth Plan target of 250-260 million commodities in 1984-85 as assessed in the Report 
tonnes by 1978-79) and originating passengers, of the Working Group on Railways for the Sixth 
3,719 million. Plan (1980-85). and applying it to the 

A Corporate Plan of Indian Railways covering commodity-wise break-up of 309 million tonnes 
a 15-year span upto 1988-89 was fmalised in of overall demand, the weighted average of the 
1976. It defined the corporate objectives of the lead came to about 710 kms. The total freight 
railways and outlined the strategies to be adopted transport in 1984-85 was estimated to be about 
for meeting the demands of the future to be 220 billion tonne kms. In the past, the growth in 
implemented by annual programmes and action passenger traffic was higher than anticipated. 
Plans. The Corporate Plan was under revision in Nevertheless, because of scarce resources, 
1978-79 so as to cover a time-frame upto 1992-93. priority was given to freight traffic. 

In view of the extremely difficult position in 
Draft Sixth Five Year Plan, 1978-83 regard to energy, a high degree of inter-model 

coordination, particularly between rail and road, 
The basic objectives of the Railway Plan was to required to ensure that the available rail- 

1978-83 were to continue to improve the effi- way wagons were utilised preferentially for long 
ciency of the working of Indian Railways, to distance traffic. This was involve coordination 
augment the capacity for handling the expected between various Ministries and user organisa- 
increase in traffic, to modernise the system in tions, effective functioning of commodity dumps 
respect of itsequipment andpractices, to promote for coal, steel, fertilizers, etc., as well as creation 
better utilisation of the existing assets and to move of adequate terminal facilities by Railways and 
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the user organisations. segment. In order to discourage short distance 
The pricing of rail services were to be ratio- movement by rail, except in dense comdors 

nalized to generate maximum revenue and avoid where high capacity movement may be required, 
subsidies. The level of fares in the passenger passenger fares were to be raised. A provision was 
segment, particularly in the suburban sectors, made for an outlay of Rs 5,100 crore in the 
were to be such that it became a self-sustaining 1980-85 Plan for the Railways (Table 35). 

TABLE 35. RAILWAY PLAN. 1980-85 
(Rs Crore) 

1. Rollin Stock 2,100 
2. ~orks%ops 8t Sheds 280 
3. Machinery & Plant 230 
4. Track Renewala 500 2: ;tidr Wo*? 90 

IC Fachtles 480 
7. Signalling & Telecommunications 90 
8. Elcctrificatlon 450 
9. Other Electrical Works 20 

10. New Lines 380 
1 1. Staff Welfare 30 
12. Staff rrterq %' 60 
13. Usen meniues 25 
14. Other Specified Works 20 
15. Inventories 40 

Sub-Totals (1 to 15) 4.795 

-16. Investment in Road Services 50 
17. Metropolitan Transport Projects 255 

Sub-Total (16 and 17) 305 
GRAND TOTAL 5.100 

Source: Sixth Five Yeor Plon, 1980-85 p 301 

It was proposed to acquire about 1,00,000 
wagons (in terms of 4 wheelers), 5,680 coaches, 
390 EMUS and 780 dieselJelectric locomotives 
during the Plan period. Track renewal was to be 
undertaken on about 14,000 kms. A new wheel 
and axle plant was to be set up near Bangalore. A 
workshop modemisation programme to improve 
the maintenance facilities on the Railways was 
p ropod .  Under the electrification programme 
2,8W krns were to be energised. 

National Transport Policy Committee, May 1980 

The National Transport Policy Comniittee was 
appointed in April 1978 to (1) propose a com- 
prehensive national transport policy for the 
country for the next decade or so and in particular 
(a) recommend an optional inter-model mix of 
different systems and also suggest appropriate 
technical choices within each system, keeping in 
view the need to generate maximilm employment 
potential; and (b) suggest organisational, 
administrative, fscd and legal measures required 
for planning, implementing, monitoring and 
evaluating programmes formulated for giving 

effect to relevant components of the national 
transport policy by the Central and State Gov- 
ernmentsand major transport agencies at both the 
National, State and local levels; (2) identify areas 
in which data base of the transport system should 
be strengthened for formulating integrated 
transport plans, and to suggest procedures and 
methodologies for preparing and apprising such 
plans at the Central, State, District and Block 
levels; (3) recommend areas in which research 
and development in the transport field should be 
undertaken and the institutional framework for 
carrying it out; and (4) suggest measures for 
improving training facilities in transport planning 
and management. The Committee submitted its 
Report in May 1980. 
The Conlmittee mentioned bat  railways, with 

roads, formed the principal modes of transport in 
the country. Between .I950 and 1978, passenger 
traffic on railways increased from 66.5 to 177 b.p. 
kms and freight traffic from 44 to 163 b.t. kms 
There was a marked shift in the relative share of 
rail and road transport in the total traffic carried. 
The share of road transport in both passenger and 
goods traffic increased at a much faster rate than 
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of railways, although in absolute terms, traffic these commodities could be examined by the Rail 
increased substantially in both the modes. Despite Freight Enquiry Committee. 
continuous efforts made since 1951 to augment The Committee made a number of recom- 
the capacity of various modes of transport, the mendations to meet the demands of traffic on the 
transport sector had generally experienced railways. These included (a) restrictions of 
bottlenecks and capacity shortages. The imbal- services for short distance passenger traffic 
ances between the demand and supply of transport except between pairs of points where the density 
facilities had adversely affected the smooth of traffic was very high; (b) increase loading in 
functioning of the economy. The imbalances train loads and running of point to point trains to 
underlined the need for creating transport ease pressure on marshalling yards and to 
capacity ahead of traffic demand, so that some improve wagon turnabout; (c) increase in 
cushion in the system existed to meet unexpected capac~ty on important trunk routes; (d) planning 
spurts or shifts in transport requirements. of alternative routes, especially for coal move- 

The Conunittee expected totall passenger traffic ment to relieve congestion on existing routes; (e) 
to increase to about 1,344 b.p. kms by the year rationalisation of terminals, mechanisation of 
2000 and road transport's share in it to be about loading and unloading of bulk goods, running 
800 b.p. kms, rail share to be about 520 b.p. kms, heavier trains from siding to siding, clubbing of 
and air transport's share about 23.6 b.p. kms. The 'smalls', creation of dumps for coal, steel, cement 
recent rise in oil prices was expected to affect and other commodities; (f) reduction of differ- 
goods' transport by road and assuming a shift to ential in speeds between freight trains and 
rail of only 50 per cent of ttaffic moving by road mailJexpress trains to improve line capacity; (g) 
beyond break-even level, the share of rail and road development of containerised traffic and intro- 
in freight traffic would change from 67:33 duction of piggy back system; (h) computerised 
observed in the last ten years to 72:28 by the year wagon control and passenger reservation; (i) 
2000. The share of railways would increase fur- conversion of meter gauge to broad gauge in 
ther with a further rise in diesel prices. Total sections where high density freight traffic moved; 
freight traffic wasestimated to increase to550 b.t. Cj) acceleration of electrification on the railways; 
kms by the turn of the century of which die rail- etc. 
ways were expected to carry 468 b.t. kms and road The Committee recommended that investment 
transport 182 b.t. kms. The Committee suggest.ed criteria for new lines should take into account the 
lhat Government should try to change the inter- financial return and benefits to the economy. A 
model mix in the desired directions, through wider soc.ial cost-benefit criteria for appraisal 
investment and pricing mechanism rather than needed t.o be applied. Construction of new lines 
through regulation and physical control. should be taken up to fulfil the objectives: (a) as 

A revision of railway fare and freight structure project-oriented lines to serve new industries or 
was recommended by the Committee to bring it tap mineral and other resources; (b) to serve as 
into line with costs and to correct anomalies and missing links which can form alternative routes 
unwarranted subsidies. The railways had been to relieve congestion on existing busy rail routes; 
inctlning losses on suburban systems on account (c) on strategic considerations; and (d) as devel- 
ofconcessional monthly season tickets even after opmental lines to establish new growth centres or 
the upward revision of fares made in April 1979. give access to remote areas. 
These fares should be raised further to wipe off 
the losses to enable the railways to provide better Reports of the Railway Convention Committee, 
services. The railways incurred losses on trans- 1980 
portof certain commoditiesof mass consumption. 
About 50percent of these losses were on account First Report, February 1981 
of food grains. Since the influence of transport 
costs on their prices was marginal, the economics The Railway Convention Committee 1980 was 
of cost-plus basis of fixing rail freight rates for constituted in October 1980 to review the rate of 
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dividend payable by the Railways to General Rs 3 lakh to Rs 10 lakh in the case of unremu- 
Revenues as well as other ancillary matters in nerative projects for improving operational effi- 
connection with the Railway Finance vis-a-vis the ciency. Further, the cost of replacement of an 
General Finance and make recommendations asset, the original cost of which was charged to 
thereon. The Committee submitted its first report revenue Open Line Works Revenue (OLWR), 
in February 1981. It allowed the continuation of should also be charged to revenue (OLWR) if it 
the recommendations of the Railway Convention was Rs 10 lakh or less. If the cost of replacement 
Committee (1977) for 1979-80 made applicable of such asset was more than Rs 10 lakh, i t  should 
to the years 1980-81 and 1981-82 too. Similarly, be charged to Depreciation Reserve Fund. With 
for the Depreciation  serve Fund, i t  J~ad no regard to the replacement of assets created out of 
objection to the allocation of RS 220 crore and RS Accident Compensation, Safety and Passen- 
350 crore to the Depreciation Reserve Fund for ger Amenities Fund, the Committee recom- 
the Years 1980-81 and 19g1-82 res~ct ivel~v mended that the cost of such replacement shouId 
pending their final recommendations. be charged to Depreciation Reserve Fund as was 

being done in the case of assets created out of 
Second Report, May 1981 Capital and Development Fund. The Committee 

found some merit in the proposal of an insurance 
In Second Ihe Convention scheme for payment of compensation to accident 

Committee, 1980 examined the action taken by victims and suggested lhat the Minisvy of Rail- 

the Government On the recommendations con- ways should work out an insurance scheme in 
rained in the Fourth Report of the Railway Con- consullation with the of Finance, 
vention Committee, 1977 on delegation ofpowers 
to General Managers, organidon o f  Zonal 
Railways and reorganisation of the Railway 
Board's Office. The Government had accepted in 
principle some of the recommendations of the 
1977 Committee, but referred most of the rec- 
ommendations to internal official committees and 
also to the Indian Institute of Public 
Administration. The 1980 Committee, i n  this 
Second Report, were constrained to note the 
casual manner in which the recommendations of 
the Parliamentary Committee were treated by the 
Ministry of Railways. The Committee were also 
not satisfied with most of the replies given by the 
Ministry of Railways. 

Third Report, September 1981 

The Committee made a review of the rules of 
allocation of railway expenditure to capital and 
revenue account, Depreciation Reserve Fund, 
Development Fund and Accident Compensation, 
Safety and Passenger Amenities Fund. It rec- 
ommended that the financial limit of charging to 
revenue the cost of minor additions and 
improvements should be raised from Rs 25,000 
to Rs 100,000 in he case of minor works and from 

Fourth Report. February 1982 

The Committee, had no objection to dividend 
being paid by the Railways during 1982-83 at the 
rates and with the concessions recommended by 
the Railway Convention Committee, (1977) for 
the year 1979-80 in their Fifth Report, subject. to 
the following special provision for the year 
1982-83, namely: (a) contribution to the Depre- 
ciation Reserve Fund and Pension Fund during 
1982-83 may be Rs 500 crore and Rs 150 crore. 
respectively; (b) in the case of temporary bor- 
rowing from the General Revenues for meeting 
the expenditure chargeable to Development 
Fund, the rate of interest may continue to be the 
same as applicable to loans given to State Gov- 
ernments (6.25 per cent with a rebate of 0.25 per 
cent for prompt payment); and (c) the rate of 
dividend, conditions and concessions and the 
rates of contribution to Depreciation Reserve 
Fund and Pension Fund made applicable to the 
year 1982-83 wen of an interim nature and sub- 
ject to such alterations as may be recommended 
by the Committeein their final report for the Sixth 
Five Year Plan period (1980-85) as a whole. 



VOL. 2 NO. 3 DEVELOPMEW OF INDIAN RAILWAYS: 1974-1988 499 

Fifh Report, July 1982 

The Fifth Report of the Committee made a 
review of the working and financial results of the 
Railways during the period 1974-80 as also the 
targets and achievements with regard to freight 
and passenger traffic during the same period. In 
view of the substantial variation in gross traffic 
receipts, and working expenses expected by the 
Financial Commissioner Railways for 1974 and 
the actuals, (being (+) 27.32 per cent in Gross 
Receipts and (+) 27.99 per cent in Working 
Expenses), the Committee recommended that the 
Railways should have a study made of the 
financial forecasting system to improve the 
methodology so that the variation between fore- 
casts and actuals were reduced to the minimum. 

The distressing feature of the Fifth Plan 
investments for Railways had been the inequitous 
approach of the Planning Commission to the 
investment proposals of the Ministry ofRailways. 
The Inter-Ministerial Working Group had proj- 
ected for the Railways a freight traffic of 335 
million tonnes by 1978-79. The Planning 
Commission toned it down to 300 million tonnes. 
In projecting their Fifth Plan requirements, the 
Railways had projected an outlay of Rs 2,570 
crore based on a target of 290 million tonnes. 
Despite protestations by the Ministry of Rail- 
ways, the draft Fifth Five Year Plan provided an 
outlay on railways of Rs 2,350 crore only. In the 
revised Fifth Plan, the outlay was slashed to Rs 
2,152 crore, and finally to Rs 2,086 crore. The 
Committee were told that the reduction in the Plan 
outlay from Rs 2,350 crore to Rs 2,086 crore was 
mainly due to the adverse impact of the oil crisis. 
However, the Committee were unable to appre- 
ciate the progressive reduction in the Plan outlay 
without regard to its possible adverse impact on 
the performance of the Railways. As it turned out, 
even the reduced Fifth Plan outlay could not be 
utilised by the Railways in full and there was a 
sizable shortfall in expenditure of Rs 138 crore. 
The Ministry of Railways maintained that the 
targets could not be achieved on account of lack 
of funds, whereas the records indicated that they 
had been unable to spend a sizable chunk out of 
plan funds available to them. 

The Railways were unable to achieve even the 
reduced target of 250-260 million tonnes of 

freight traffic provided for in the Fifth Five Year 
Plan. The maximum load of freight traffic that 
they could carry during the Plan period was 
239.10 million tonnes reached in  1976-77. 
Thereafter the freight traffic declined consistently 
year after year to reach a level of 21 7.84 million 
tonnes in 1979-80. ?he dismal performance of the 
Railways in moving freight traffic during the 
period 1974-80 reflected adversely on the func- 
tioning of the planning, monitoring and appraisal 
wings of the Railways at the Board as well as 
zonal levels. The Committee recommended that 
the Railways should make concerted efforts to 
win back at least a part of the high rated revenue 
earning freight traffic which might have crossed 
over to the 'Road Transport under compelling 
circumstances such as persistent non-availability 
of wagons in due time, increased incidence of 
delay, theft and damage en route, rampant corrupt 
practices by unscrupulous elements in the Rail- 
way Organisation as also among the customers 
and middlemen in the matter of freight booking, 
weighment, delivery, etc. 

As regards passenger traffic, the Committee 
recommended that the Ministry of Railways 
should make efforts to work out more realistic 
projections of passenger traffic, if necessary with 
the help of experts and specialised institutions. 

The Committee noted that the Railways' own 
contribution to their development expenditure 
had consistently fallen from 36.7 per cent during 
1974-78 to 32.8 percent in 1978-79 and thereafter 
to 29.1 per cent in 1979-80. The fall in Railways' 
contribution was attributed to the less than ade- 
quate appropriation for Depreciation Reserve 
Fund, the main component of the internal 
resources of the Railways. As a consequence. 
there was heavy accumulation of arrears in the 
replacement of overaged assets. The Committee 
regretted that neither the Ministry of Railways  no^: 
the Planning Commission could perceive in right 
time the need for adequate provisions for 
Depreciation Reserve Fund. Timely appreciation 
would have saved the Railway operations from 
the dire predicament of a massive rehabilitation 
backlog. 

Sixth Report, August 1982 

The Committee examined the action taken by 
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Government on its earlierrecommendations in its 
Third Report of the Railway Convention Com- 
mittee, 1980 in which it had desired that an 
accident insurance scheme be worked out in 
consultation with the Ministry of Finance. The 
Ministry stated that Ihe procedure for payment of 
compensation to the Railway accident victims or 
their heirs was under review by the Railway 
Reforms Committee set up by Government. 
Changes in the procedure would be considered on 
receipt of their recommendations. The Commit- 
tee were of the view thata decision on the specific 
q~lestion of an insurance scheme for railway 
passengers need not be linked with the wider 
question of overall improvement in the func- 
tioning of the Railway system or its financial 
viability. The Committee therefore desired that 
the matter should be examined and finalised at an 
early datc in consultation with the Ministry of 
Finance and General Insurance Corporation of 
India. 

Seventh Report, November 1982 

The Seventh Report of the Railway Convention 
Committee, 1980 related to the rate of dividend 
for the years 1980-81 to 1983-84 and other 
ancillary matters. The Ministry of Railways 
referred to the requirement of the Ministry of 
Finance for an upward revision of the rate of 
dividend and commented that the sole justifica- 
tion for such increase was the principle of pro- 
viding for a net contribution on Railway 
investments over a ~ d  above the bare interest rates. 
Right up to 1979-80, the average borrowing rate, 
though progressively increasing from year to 
year, remained below the div?dend rate of 6 per 
cent. It was only in 1980-81, that the average 
borrowing rate crossed the dividend rate of 6 per 
cent. On the same principle of relating the divi- 
dend rate for a segment of Railway capital to the 
average borrowing rate of Govemment for the 
relevant period, (accepted by previous Railway 
Convention Committees) there was therefore no 
justification for increasing the rate of dividend on 
capital invested up to 1979-80 beyond the existing 
level of 6 per cent. The Committee were unable 
to agree with this propsition. The dividend rate 
of 6 per cent was applicable only to the capital 
investedafter31 stMarch 1 W  - it was theaverage 

of the rates of dividend paid on the entire capital, 
which could be compared with the average bor- 
rowing rate of the Government of India. The 
Committee found that the average rate of dividend 
fell consistently short of the average borrowing 
rate since 1977-78. The one per cent extra divi- 
dend paid over and above 4.5 per cent on capital 
invested up to 31st March, 1964 represented 
payments to the States in lieu of the passenger 
fare tax, etc. This, on no account could be con- 
sidered to be part of the dividend liability of the 
Railways. The contribution of the Railways to 
General Revenues was negative from 1972-73 
onwards. 

The Ministry's proposal involved payment of 
dividend at three different rates during the quin- 
quennium 1980-85, viz. 4.5 per cent on pre-1964 
capital, 6 per cent on capital invested during 
1964-80 and the average borrowing rate for the 
capital invested thereafter (the mean average 
borrowing rate for the period 1980-85 was esti- 
matedat 6.5 per cent.). The Ministry's suggestion 
for temporary suspension of the principle of 
dividend rate including an element of contribu- 
tion would in effect mean going below the average 
interest rate on the capital so far invested in the 
Railways. If the Ministry's proposals were to be 
accepted, the Railways would pay dividend (ex- 
cluding payment to States) at an average of 5.09 
per cent in 1980-81,5.33 per cent in 1981-82 and 
5.48 per cent in 1982-83 (BE) as against the 
average borrowing rate of 6.1 per cent, 6.3 per 
cent, 6.5 p r  cent artd 6.6 percent in the respective 
years. On a rough reckoning, the shortfall in 
payingeven the bare interest charges on the entire 
capital-at-charge (Rs 6,036 crore as on 
3 1-3- 198 1) would be of the order of Rs 300 crore 
during the period 1980-85. 

The Railways' indebtedness to General Reve- 
nues stood at Rs 603.54 crore a s  on 3 1st March, 
1981 of which over Rs 197 crore represented 
deferred dividend liability and the balance of 
loans to the Development Fund. Considering the 
unhappy state of Railway finances, he Com- 
mittee suggested that purely an interim mea- 
sure the actllal payment of dividend for the period 
1%0-84 be restricted to the amount worked out 
applying differential rates proposed by the Min- 
istry of Railways and agreed b by the Ministry 
of Finance. Accordingly, for the period 1980-84, 
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the dividend to be paid to General Revenues was the heavy accumulated arrears in renewd and 
to be (i) a rate of 6 per cent on capital invested up replacement of Railway assets. Appropriations of 
to 31-3- 1980 (inclusive of 1.5 per cent on capital the order of Rs 220 crore, Rs 350 crore and Rs 
invested up to 31 -3- 1964 for payment to States in 500 cmre were made in the first three y w s  
lieu of passenger fare tax, etc.), (ii) a mean (1980-83) leaving a balance of Rs 1,030crore for 
percentage of 6.5 on the capital invested in the the remaining two years. The Railway Reforms 
Railways after 31-3-1980, and (iii) for payment Committee had assessed the requirement for the 
to States in lieu of passenger fare tax, etc., by year 1982-83 at Rs 809 crore, i.e. Rs 309 crore 
computing dividend at 1.5 per cent of the capital more than the amount budgeted for. The Ministry 
up to 3 1-3-1964 less subsidy element, out of ofRailways could increase the conmbution by Rs 
which Rs 23.12 crore may be passed on to the 56 crore only. The Committee agreed to an 
States in lieu of passenger fare tax and the balance appropriation of Rs 556 crore in 1982-83. For 
utilisecl to assist the States in providing their 1983-84 the contribution could be stepped up 
portion of the resources required for financing further keeping in view the assessment of the 
safety works as at present. Further increase could Railway Reforms Committee and the Railway's 
be considered on the basis of the recommenda- capacity to raise additional resources. 
tions of the Eighth Finance Commission. The 
reliefs and other equitable concessions given for Eighth Report, April 1983 
calculation of dividend payable by the Railways 
to the General Revenues were to continue. In In its Eighth Report, the Railway Convention 
addition, the entire capital on the ore line Committee (1980), reviewed the action taken by 
(Sambalpur-Titlagarh) instead of 50 per cent Government on the recommendations contained 
thereof be exempt from payment of dividend in their Fifth Report on the working and financial 
subject to the usual conditions. The balances in results of Railways during the Fifth Plan period 
the various Railway Reserve Funds (except the (1974-78) and during 1978-80. The Commitlee 
Development Fund) could wry the same rate of found that the Railways had overspent the Plan 
interest at which dividend was actually paid. outlay on Road Services, Signalling and Tele- 

In considering the dividend payable for the communication Works, New Lines, Staff Quar- 
period 1980-85, the Committee were reluctant to ters, Staff Amenities, Users Amenities, etc. 
depart from the time-honoured principle of However, there were heavy shortfalls in vital 
expecting the Railways to make at l a s t  a token areas such as Rolling Stock, Workshops, Track 
contribution to the General Reve~~ues over and Renewals, Traffic facilities, etc. The cumuhtive 
above the average borrowing rate. The Commit- shortfalls under these heads was as high as Rs  112 
tee pointed out that compared to 1951-52 when crore. As a result of this shortfall, the Railways 
the rate of return relative to cost of capital was were faced with heavy accumulation of arrears of 
7.3 per cent vis-a-vis the then average borrowing renewals, replacements, over-aged assets and 
rate of 3.16 per cent, the projected return in shortage of wagons and coaches, etc. The health 
1984-85 was 7.5 per cent vis-a-vis the anticipated of the Railways had deteriorated over the years 
bornwing rate of 6.9 per cent. The Railways because of lack of concerted efforts to make the 
should augment their earning capacity by sub- best use of available resources. Optirnum utili- 
jwting h i r  commzrcial investment proposals to sation of available funds for repairs, maintenance 
stricter teqt of remunerativeness, commensurate and replacement of worn out track, rolling stock, 
with the constantly rising cost of capid, to be in etc., was necessary for meeting the tasks that lay 
a position to pay dividend even at the bare interest ahead. 
rate i n  the foreseeable future. 

The appropriation to the Jkpreciation Reserve Ninth Report, Augw 1983 
Rind during the Sixth Plan (1980-85) was pro- 
PC& at Rs 2,100 crore as compared to only Rs The report related to the, cost (staff and fuel) of 
650 crore during the quinquennium 1974-79. The opration of railways. The operating ratio of the 
steep increase in expenditure was required due to Railways brcentage of total working expenses 
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to total earnings) had fluctuated considerably 
since 1950-51. It fell from 81 per cent in 1950-51 
to 74.85 per cent in 1963-64, but rose thereafter 
to reach 93.39 per cent in 1973-74, fell again to 
82.99 per cent by 1978-79, rose again to 96.07 
per cent in 1980-81 and declined to89.40per cent 
in 1981- 82. The Committee pointed out that the 
railways were expected to generate surplus to pay 
dividend on capital-at-charge to General Reve- 
nues. In view of h e  high operating ratio, there 
was great need for economy in expenses. It may 
be noted that 45.8 per cent of the total working 
expenses accounted for staff cost, 24.6 per cent 
for fuel cost and the rest for other stores. 

The Committee examined the cost of operation 
with reference to staff and fuel cost and, seeing 
scope for economy, suggested that a well inte- 
grated inter-disciplinary team of officers presided 

over by the Chief Executives at various levels, 
Divisional, Zonal and Railway Board should 
continuouslyexplore measures toeliminate waste 
and effect economy, evolve better control tech- 
niques and systems and monitor results. Other 
measures recommended by the Committee 
included (a) scientific reappraisal of staff 
strength, (b) phasing out of steam engines to 
reduce the cost of operation on account of fuel, 
(c) electrification of unelecmfied short links, (d) 
installation of electronic weigh-bridges, etc. 

Skth Five Year Plan (1980-85): Mid-term 
Appraisal, August 1983 

The Mid-term Appraisal of the Sixth Plan, 
found the performance of Railways was wanting 
in most sectors (Table 36). 

1984-85 Achievement Anticipated Anticipated 
Item Target up to 1982-83 up to 1983-84 up to  1984-85 

1. Clearance of Originating Traffic per 309 254 264 282 A 
year (million tonnes) 

2. Clearance of Originating Revenue 287 228 24 1 257 A 
Traffic per ear (million tonnes) 

3. Net Tonne kms per wngcn day (tonne 1,125 1.125 1,150 1,175 B 

4. P m u m m t  d Wagons lOO.OO0 43,500 ~,cQo 77,000 C 
5. Procurement d Locanotives 780 607 782 980 D 
6. Pmurement of Coaches and EMUS 6.070 3,275 4.486 5.900 
7. Track Renewals (Kma) 14.000 4,300 7.050 10,400 
8. El&~cation (Kms) 2,800 874 1.490 2,500 

Note: (A) Traffic mjections were reduced due to lower demand from commodity sectors as canpared to those assessed at 
the timc of sixth &an formulation. 

P Achievements in utilisation expected to be higher than the original Sixth Plan tar et. 
K ~ p i n  in yie* the lower denand for rail transport the requirement of wagons h d  fallen to about 80,000 wagons against 

e OngrnJpqecum of lW.000 wagons. Actual procument was erpccted to be about 77,000 ragms due to ansuunt of 
TCS WTCeS. 
(D) $.onler to achieve becter traffic clearance with fewer wagons through greatw mobility, a higher level of locanotive 
acqulsiuon wasp rammed. 
Scum: sixth ~tr?car plan, 1980-85, Mld-term ApprakaI, August 1983.p 84. 

Some of the important performance indicators 
during the first three yearsof the Plan as compared 
to the base year 1979-80 are given in Table 37. 

After three bad years from 1978-79 to 1980-81, 
the capacity of the Railways to clear traffic during 
1981-82and 1982-83 remained broadly adequate. 
The traffic clearance as well as wagon utilisation 
indiceson theRailways broke all previous records 
and the Plan target for wagon utilisation for 
1984-85 was achieved in 1982-83 itself. How- 
ever, even on the basis of conservative estimates 
of demand during 1983-84 and 1984-85, sizable 

gap between the anticipated capacity of the 
Railways and the total demand for rail transport 
was likely to emerge despite increase in the uti- 
lisation levels by the Railways. 

To prevent recurrence of bottlenecks in rail 
ttansport, it was necessary to step up the invest- 
ment in the Railways sector in the coming years. 
?he Railways on their part were expected to 
devote attention to better monitoring of projects 
some of which were heavily behind schedule with 
conesponding cost/time overruns. 
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T A B U  37. INQICATORS IN S m  PLXN 
(Broad Gwge Goods Traffic) 

Indicator 1979-80 1980-81 1981-82 1982-83 
(cstimatcd) 

73.3 73 A 83.7 85.0 
972 986 1,112 1,125 

1,6W 1,721 1,775 
4. Avaage S F  (Kmp) 19.5 19.7 20.8 22.6 
5. KM't per giac Day Diesel 307 303 370 388 

Ekctric 289 274 366 390 

Somec: As in Table 36. 

The outlay approved for Railways in the Sixth and at 1979-80 prices is given in Table 38. It will 
Plan was Rs 5,100 crore (at 1979-80 prices). The benoticedthat the investments in Railways in reai 
actualexpenditure until 1983-84 at current prices terms remained static or had regressed. 

Source: As in Table 36, p 85. 

In spite of substantial improvements in physical idend as applicable for the period 1980-84, be 
performance some of the financial results of the adopted for making actual payment of dividend 
Railways were not quite satisfactory. Their in 1984-85 also. The Committee noted that tfre 
operating ratio (i.e. the percentage of working contribution to the Depreciation Reserve Fund 
expenses, including Depaeciatim Reserve Fund, (DRF) for 1983-84 was Rs 850 crore. The 
to the gross revenue) in the first three years of the assessment of the Railway Reforms Committee 
Plan was96.1 per cent, 89.4 per cent and 88.5 per was that a minimum of R.s 1,110 crore per year 
cent. For 1983-84 the estimated operating ratio for D M  was necessary. The Ministry of Finance 
was 87.5 per cent. As far back as 1960-611 did not agree with the view that the Railways 
1965-66, the ratios were 78.8 per cent and 78.3 should make a pre- determined level of contri- 
per cent, respectively. Railway tariffs had not bution to the Fund irrespective of the financial 
increased in harmony with the increase in the cost position of the Railways. A contribution of even 
of the inputs. While to some extent a deliberate Rs 850 crore in 1984-85 would leave a large 
policy of tariff restraint was desirable, the primary deficit which, if unfilled, would result in the 
objectiveof earning a minimum reasonable return Railways' default in payment of dividend to 
on the capital invested had to be kept in view. The General Revenues to that extent. The recom- 
percentage of net revenue to capital-at-charge mendations of the Railway Reforms Committee 
before payment of dividend to general revenues) regarding methods by which the additional 
of *he Railways, had risen from 2.1 per cent in resources required were to be raised by the 
1980-81 to 7.3 per cent in 1982-83 (RE). It was Railways, were awaited. In the meantime. the 
budgeted at 9.5 per cent in 1983-84. Sustained contribution to the DRF for 1984-85 could be 
effort was required to maintain this improvement suitably stepped up keeping in view the Railway's 
to achieve the target of 10 per cent recommended capacity to generate additional internal resources. 
by the Rail Tariff Enquiry Committee 1980. The contribution to the Pension Fund had 

increased from Rs 85 crore in 1980-81 to Rs 185 
Tenth Report of the Railway Convention Corn- crore in 1983-84. Pending finalisation of an 
mittee (1980). February 1984 actuarial evaluation, the Committee recom- 

mended that the contribution to the Pension Fund 
In this Repart the Railway Convention Com- be stepped up in view of increasing levels of 

miltee, 1980 recommended that the rates of div- disbursement from the fund. 
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Eleventh Report, April 1984 

In order that the Railways could augment 
appropriations to various funds and pay reason- 
able dividend to the General Revenues and Yet 
render better service to the ~~tmnunity, the 
Committee examined the cost of operation of the 
Railways. Of the working expenses (excluding 
dividend), 45.8 per cent was staff cost, 25.6 per 
cent was fuel cost and the rest was other stores 
(1980-81). The Committee's Ninth Report on 
'Cost of Operation of Railways' covered their 
examination of cost of staff and fuel. The present 
Report dealt with the cost of other stores besides 
the system of purchases, disposals, inventory 
control and costing in general. 

The expenditure on purchase of stores (other 
than fuel) rose from Rs 665 crore in 1978-79 to 
Rs 1,601 crore in 1982-83. The factors respon- 
sible were increase in prices, greater repairs and 
maintenance, enhanced track renewal activities, 
etc. The Committee's examination revealed 
scope for economy by rationalisation of purchase 
procedures and better inventory management and 
cost control. 

There were three different agencies for making 
purchases for Indian Railways: (i) the Railway 
Board, (ii) Zonal Railways and Production Units, 
and (iii) the Directorate General of Supplies and 
Disposals (DGSBiD). About 27 per cent of the 
Railway purchases were through the DGS&D, the 
major items being fuel (other than coal) and 
paints. The Railways had to pay a commission to 
DGS&D for this purpose. The Committee rec- 
ommended that the price of petroleum products 
being fixed, the Railways could purchase direct 
from the Public Sector oil companies, without 
increasing the extra commission cost. As it was, 
virtually the entire work of procurement was done 
by the Railways, except for the placement of 
orders. During 1981-82, DGS&D purchased 
paints and varnishes largely for the Railways. 
Even these could be handled by the Railways with 
economies of overheads. Further, provisioning 
and placement of orders should in future be reg- 
ulated under a time bound programme. There 
should also be effective liaison with the 
Directorate General of Technical Development to 
locate or develop indigenous sources both in 
respect of procurement and import. 

The Committee found the inventory canying 
cost to be quite considerable and substantially 

avoidable. Value analysis should be undertaken 
by inter-disciplinary team of officers to bring 
down the cost of raw materials and components. 
Such cells should be constituted in all zonal 
railways and production units and the results 
monitored by the Railway Board. Another area of 
cost reduction was prompt disposal of sur- 
plus/obsolete stores and scrap to the best advan- 
tage of the Railways. The Committee suggested 
the setting up of a centralised machinery in the 
Railway Board to act as a clearing house of 
information regarding availability of surplus 
stores in the different zonal railways. 

There appeared to be no expertise in costing 
especially at higher levels in the Railways. The 
Committee recommended that effective costing 
cells consisting of cost experts should be created 
and reliable costing system evolved for moni- 
toring of costs and achieving better cost control. 

Twelfth Report. August 1984 

In this Report, the Railway Convention Com- 
mittee, 1980 examined the track expansion pro- 
gramme. On 31 March,l951, the total railway 
route kilometerage was 53,596. An addition of 
7,789 kilometres was made by March, 31,1983. 
The track expansion which was fairly fast up to 
1968-69 slowed down considerably thereafter. As 
against the addition of nearly 6,000 kilometres 
during 1950-51 to 1968-69, the addition in 
1969-70 - 1982-83 was less than 2,000 kilo- 
metres. The criteria adopted for investment in 
Railways took into account the need to create 
adequate capacity, both line capacity and rolling 
stock, to meet the projected levels of traffic of 
freight and passenger transport for a given plan 
period. Account was also taken of the require- 
ments of rehabilitation and replacement of aging 
assets, as well as investments required for 
modemisation, up-gradation of technology, cost 
reducing investments like electrification, invest- 
ments for achieving self-reliance in the produc- 
tion of major equipment, and for expansion of the 
network to meet the development needs. 
However, against a growth of only 13 per cent in 
route kilometres and 26 per cent in track kilo- 
metres, mostly due to double tracking in broad 
gauge system, in the last thirty years, the 
passenger traffic increased more than two and a 
half times, from 66.5 to 177 billion passenger 
kilometres and freight traffic more than three and 
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a half times, from 44 to 163 billion tonne- 
kilometres. The density per kilometre rose 
sharply with heavy strain on track. The arrears in 
track renewals which were 13,100 kilometres at 
the beginning of the Sixth Five Year Plan in April 
1980 went up to nearly 20,000 kilometres, i.e. 
about a third of the entire track kilometerage in 
the country. The Report of the Comptroller and 
Auditor General of India for the year 1981-82, 
Union Government (Railways), revealed that old 
steelgirders in 2,700 bridges erected prior to 1905 
had become brittleand needed early replacement. 
The Committee concluded that the funds allo- 
cated by the Planning Commission for the Rail- 
ways after the Third Plan were grossly inadequate 
to meet the Railways' needsboth for development 
and renewal. Further weightage should be given 
to the development of backward regions, and 
thereby achieving regional balance. 

A project was considered financially viable 
under conventional method if the rate of return on 
capital investment was 6.75 per cent in the sixth 
year of its operation. Under the discounted cash 
flow scheme, a project was justified if it earned 
an internal rate of return of at least 10 per cent on 
capital investment. This percentage of 6.75 was 
expected to cover dividend liability of 6 per cent 
and a fair contribution to Depreciation Reserve 
Fund and Development Fund of the Railways. 
There were exceptions where it was necessary to 
have a connecting lmk/or for strategic reasons. 
The Committee recommended that among the 
exceptions, lines to be constructed in the context 
of development of remote backward areas, par- 
ticularly tribal areas, should be included. The 
broad criteria for taking up new lines should 
include (1) strategic lines; (2) project-oriented 
lines to serve new industries, or to tap mineral and 
other resources; (3) lines aimed at development 
of backward areas including tribal areas; (4) lines 
to connect capitals of States and Union Territo- 
ries; (5) lines to provide missing links which form 
alternative routes to relieve congestion on 
existing busy rail routes; and (6) lines to give 
acCess to other remote areas. 

There was almost total lack of planning in taking 
up new lines for construction. Individual projects 
which satisfied the broad criteria, including the 
rate of return criteria, were selected in an ad hoc 
manner and not as a part of some well-conceived 
plan. Too many projects were taken up simulta- 
neously resulting in the limited resources getting 

distributed thinly. Often, the on-going projects 
were slowed down or frozen, while new projects 
were taken up. Keeping in view the broad criteria 
laid down by the Committee, the Railway Board 
should draw up a long-term perspective plan for 
track expansion for the next 20 years in consul- 
tation with the Planning Commission for imple- 
mentation from the start of the Seventh Plan. 
Projects should be taken up for execution strictly 
in the order of their priority in the Plan and once 
started, should be completed according to their 
time-schedule during the Seventh Plan period. 
Funds allocated for the construction of new lines 
should not be allowed to be diverted to any other 
project. It was also necessary to follow a phased 
programme of wiping out the arrears in track 
renewals by the end of the next ten years. 

The Committee referred to the estimate made 
for construction of new lines (5,000 kilometres) 
in the next two decades by the National Transport 
Policy Committee. This meant an outlay of about 
Rs 375 crore (at 1984 prices) for the Plan period, 
i.e., about Rs 75 crore per year. The Planning 
Commission and the Ministries of Finance and 
Railways should explore (i) possibility of 
restoring the balance of Depreciation Reserve 
Fund to be kept outside the Plan funds; (ii) 
ploughing back of the excess of cumulative div- 
idend for financing Railway development and 
renewable programmes, in addition to the normal 
plan allocation; (iii) foreign aid, as addition to the 
normal Railway Plan funds; (iv) whether expen- 
diture on project-oriented lines could form part of 
the expenditure on the project itself; and (v) 
commercial exploitation of Railway landdprop- 
erty. 

Reports of the Railway Reforms Committee 

An Expert Committee known as the Railway 
Reforms Committee was set up during May 1981 
to examine, in depth, the working of the railways 
and to suggest, inter-alia, improvements to and 
modemisation of handling and hauling opera- 
tions, operating techniques, planning and moni- 
toring processes and technological inputs 
necessary for safe and smooth running of trains. 

The Committee completed its assignment in 
1985 and submitted 25 reports dealing with all 
aspects of Railway work, including resources for 
renewal and replacement, safety and accident 
prevention, transportation, railway track, bridges 
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and lands, railway reserve fund, production and Progress during the Sirlh Plan (1980-85) Period 
maintenance of rolling stock, fare and freight 
structure, security, research and development, The Sixth Five Year Plan of the Railways was 
pt3~~0nne1, signalling and t~k~CX'nmuni~ation, designd essentially as a 'Rehabifitation Plan9. 
economics, mebrowlitan mns~ort  matehls mis  had become neessary because of inadequate . 
management, dividend liability, health services, 
management information system, commercial 

outlays for replacement and renewals during the 
resources mobilisation, railway refloup- previous phlls. The pmBeS in the a~qIIiSiti0n 

ing, consultancy and export, coal and other bu& and condemnation of rollin& stock is shown in 
freight and traffic costing and Railway statistics. Table 39. 

TABLE 39. ROLLIN0 STOCK: A C Q U ~ S ~ N  AND CONDEMNATION 

Mid Term Plan Tareet Acquisition Condemnation ..- 
~ocanotives 980 9n 1,917* 
Coaches 5,680 5.324 5,752 
EMUS 390 707 54 
Wagons 77,000 73.026 83,960 

* including 31 dicsd and 17 e1~clocunotives. 
Source: I& Railnays: Annual Rep& and Accounts, 1984-85, p 7. 

The Sixth Plan had envisaged 14,000 kms of 
track renewals which was lowered to 10,400 kms 
in the mid-term appraisal. However only 9,541 
kms were renewed. The shortfall occurred mainly 
due to increase in the price of rail and other track 
components. About 1,499 kms of metre gauge 
routes were converted into broad gauge and 681 
kms of doubling were completed. As against the 
target of electrification of 2,800 Route Kilometres 
(later reduced to 2,500 Route Kilometres), 1,522 
Route Kilomems were electrified. About 900 
krns of new lines were constructed. 

The Sixth Plan had anticipated an originating 
Wfic of about 309 million tonnes by 1984-85, 
which was reduced to 282 million tonnes at the 
time of the mid-term appraisal. The actual 
achievement was still lower at 264.8 million 
tonnes. As ,against he Sixth Plan outlay of Rs 
5,100 crore, the actual expenditure during 
1980-85 for the various plan programmes st& 
at Rs 6,585.44 crore. 

Seventh Five Year Plan, 1985-90 

The Seventh Plan document pointed out that the 
transport sector was burdened with overaged and 
obsolete assets and the backlog of replacements. 
About a quarter of the total length of the Railway 
track was overdue for renewal; more back kilo- 
metres would become overaged duirng the Plan 

period. Nearly eighty per cent of the equipment 
in the workshops and sheds required replacement. 
A large proportion of the rolling stock had out- 
lived its economic life. It would not be possible 
to fully rectify the position during the course of a 
single plan period. A phased programme of 
replacements spread over two five year plan 
periods would have tobe adopted for the purpose 
af planning transportation inwstments. 

Therefore, the policy objectives were: (i) to 
replace the overaged asse& in a phased manner 
and to ensure that in future, arrears in this regard 
were not allowed to build up; (ii) to modernise 
the transport infrastmcture on the basis of new 
technologies; (iii) toensure efficient maintenance 
of existing capacity; (iv) to maximise utilisation 
of existing assets; (v) to give priority to the 
completion of essential on-going works; (vi) to 
conserve energy, particularly diesel; (vii) to give, 
special attention to improve accessibility to vil- 
lages; (viii) to reduce transport effort by inter- 
related policy measures like dispersal of 
industries, balanced regional development and 
rational land use planning; (ix) to achieve inte- 
grated planning of mineral, industrial, energy and 
transportation development; (x) to promote 
introduction of container services, etc.; and (xi) 
to have acost based price structure and to improve 
the financial viability of the undertakig~. 

According to the Seventh Plan, rail transport 
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capacity had lagged behind the requirements of 
the economy mainly on account of inadequate 
investments. The ageing of fixed assets of the 
system, and the capacity constraints experienced 
on critical routes, were some of the consequences 
of insufficient investments. In the Sixth Plan only 
30 per cent of the total outlay was utilised for 
capacity generating projects, a substantially 
smaller share than in the previous plans. 

The demand for rail freight traffic wasestimated 
around 340 million tonnes (originating traffic) for 
1989-90. Given the scarcity sf resources and 
priority to be accorded to freight traffic, the 
Railways would have to contain the demand for 
passenger traffic with the aid of an appropriate 
pricing policy. For the Seventh Plan, therefore, 

increase in non-suburban passenger traffic was 
assumed at 2 per cent per annum only and most 
of it was for long distanc~ travel, as the policy of 
shedding short-distance traffic was to be vig- 
orously pursued. 

Given the position of the railway system as it 
stood at the beginning of the Seventh Plan, the 
Plan document suggested: (i) replacement of 
overaged assets, (ii) modernization and techno- 
logical up-gradation, (iii) development of rapid 
handling terminals, (iv) improved maintenance, 
(v) traction policy and (vi) review of on-going 
projects. A provision of Rs 12,334.30 crore was 
proposed in the Seventh Man for Railways (Table 
40). 

T W W .  SEVENTH E'LM'oLTLAY FOR RAII~WAYS, 1985-90 
(Rs -1 

4,290.30 
1,200.00 

Msctiinery and Plant ) 
TracL Renewals 2,500.00 
Bridge Works 284.00 
LimesClipaci Works 1,300.00 
Signalling A %kty 400.00 
b i g h t  w o n ' s  Infamalion System 400.00 
E l e c ~ ~ o n  830.00 
Other Electrical Works 80.00 
New Lines ) 175.00 
Staff Welfare ) 
suf- ) 
Usas' Amenities j 
Other Specified W d s  ) 
Railway Research 25.M) 
Inventories 100.00 
Metropolitan Transport Rojccts 400.00 

Totrl 12,33410 

~ ~ u r c e :  Seventh Five Yuu Phn. 1985-90.1'01 lI p 215 

Some of the important features of the physical 
programme were: (i) to acquire 96,000 wagons 
(in terms of 4-wheelers), 5,970 passenger 
coaches, 950 elecmcal multiple units and 1,235 
dieseUelectrica1 locomotives; (ii) to undertake 
19,000-21,000 kms of track renewal; (iii) elec- 
ttification of 3,400 kms of track; and (iv) increase 
in the capacity for the manufacture of passenger 
coaches, EMUS and electric locomotives. 

Reports of the Railway Convention Committee, 
1985 

First Report, April 198.5 

A new Convention Committee was set up in 

1985. The first report examined the action taken 
by Government on the recommendations con- 
tained in the Ninth Report of the Railway Con- 
vention Committee, 1980, on cost of operation of 
railways (staff and fuel costs). The Railways had 
mentioned that most sf the factorsresponsible for 
the high operating ratio, such as low rated bulk 
commodities moved (e.g. coal), increases in the 
wage bill due to additional dearness allowance, 
increase in the price of fuel, higher appropriation 
to the Depreciation Reserve Fund and large 
number of unremunerative branch lines, were 
beyond their control. The Committee pointed out 
that while the losses in respect of 144 unremu- 
nerative bmch lines was Rs 60.80 crore, the 
workiig expenses of the Railways was Rs 
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4.661.47 crore in 1983-84. The operation of 
unremunerative branch lines had no substantial 
impact on the operating ratio. The capital invested 
on unremunerative branch lines was exempted 
from the payment of dividend to the General 
Revenues. Further, the Ministry of Railways had 
not critically examined the expenses on staff and 
traffic hauled, and the variations in the operating 
ratios in the different zones. The Railway Board 
should also look into the lacunae in the system 
and devise suitable measures for the losses suf- 
fered due to under-loading and pilferage of coal 
in transit and supply of better quality coal. 

The Committee observed that the extent of 
utilisation of locomotives, as measured by their 
availability for traffic, number of hours worked, 
net tonne kilomeaes per engine hour, speed, 
engine kilometres per engine day, etc., showed 
that the performance levels of both diesel and 
electric locomotives in 1979-80 and 1980-81 
were lower than in 1977-78 or even 1969-70. The 
deterioration was mainly on account of excessive 
en-route and terminal detentions, waiting for 
traffic, idling in sheds, etc. 

Second Report, March 1986 

The second report of the Railway Convention 
Committee, 1985 pertained to the action taken on 
cost of operation of Railways (materials). The 
Committee reiterated the need for regular moni- 
toring of purchases at the Board level. As regards 
variation in price of proprietary items, it was 
found that in some cases the difference in prices 
was as high as 20 per cent for the same quantity, 
quality, source of purchase and date of purchase. 

Third Report, February 1986 

In the Third Report, the Committee gave its 
interim recommendations on the rate of dividend 
for 1986-87 and other ancillary matters. Pending 
submission of detailed memoranda by the Rail- 
ways, the Committee recommended that the 
existing rates of dividend of 6 per cent on the 
capital invested up to 31-3- 1980 (inclusive of 1.5 
per cent on the capital invested up to 3 1-3-1964, 
less the capital qualifying for subsidy, for pay- 
ment to States as grant in lieu of Passenger Fare 

Tax, and contribution for assisting the States for 
financing Safety Works) and 6.5 per cent on 
capital invested thereafter be adopted while 
framing the Revised Estimates for 1985-86 and 
the Budget Estimates for 1986-87. The conces- 
sions available to Railways in the matter of 
computing dividend and the subsidy to Railways 
from the General Revenues on the existing basis 
be also adopted provisionally while framing 
Revised Estimate for 1985-86 and Budget Esti- 
mate for 1986-87. The balances in the various 
Railway Reserve Funds (other than Development 
Fund) could carry the same rate of interest as the 
rate of dividend. Further, the rate of interest on 
the loans from General Revenues for Develop- 
ment Fund works could be the same as the 
dividend payable to the Central Govemment for 
the purposes of Revised Estimates for 1985-86 
and Budget Estimates for 1986-87. 

The Railway working for the year 1985-86 was 
likely to result into a deficit of about Rs 505 crore 
at the prevalent tariff of fares and freight, due to 
increase in the cost of inputs, etc. Ministry of 
Transport (Department of Railways) should 
effect steps for intensive utilisation of railway 
assets, and economy in avoidable expenditure, so 
as to maxirnise the efficiency and arrest the 
increase in working costs. The Committee con- 
firmed provisionally that the contribution to the 
Depreciation Reserve Fund from Railways 
Revenue may beatRs920 crore in 1985-86 which 
might be stepped up to Rs 1,250 crore in 1986-87. 

Sufficient appropriations to the Pension Fund 
should be made. The Railways should ensure 
early finalisation of actuarial estimation and make 
arrangements to find sufficient amounts to meet 
the future pensionary liabilities. The contribution 
to Pension Fund should be Rs 265 crore in 
1985-86, enhanced to Rs 350 crore in 1986-87, 
subject to retrospective adjustments. 

Fourth Report, April 1986 

In the Fourth Report, the Committee examined 
the action taken by Govemment on the recom- 
mendations of Convention Committee (1980) 
regarding 'Track Expansion Programme of 
Railways'. The Railways had pointed to the 
paucity ofresources and escalation of costs which 
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inhibited the timely execution of railway track an immediate measwe, coexistence of electric 
expansion. The Convention Committee, 1985, and steam tractions side by side, particularly in 
recommended expeditious completion of on- marshalling yards and trunk routes should be 
going projects so that the physical targets could totally stopped. 
match the available resources. The indigenous capacity for solid core insula- 

The matter of dispersal and location of indus- tors and telecm cables was of the 
tries away from the four metropolitan cities of requirements causing impom. For 1 3 m 5  KV 
Bombay 9 Delhi* Calcutta and Madras was power transformers, 13325 KV circuit breakers 
reiterated. Further, the Railway h ~ d  should and 25 KV intempters, though the indigenous 
continue the dialogue with the StateGovernments capacity was adequate, it was proposed to 
on the advisability of closing the totally uneco- these items under the world Bank laan with a 
nomic branch lines whose conversion may not be view to updating the technology. while appre- 
viable. ciating the efforts being made not only to indi- 

genise the components required, but also to 
Fifrh Report, May 1986 update their technology, the Committee 

recommended standardisation of components by 
The Fifth Report pertained to Railway Electri- the Railways. The Dement of ~ ~ i l ~ ~ ~ ~  

fication. A Central Organistion for should ensure that for electrification of about 
Electrification (CORE) was set up in 1981 -82, to 3,4()Orkm of trunk lines during the seven* Plan, 
accelerate the pace of electrif~cation, with head- ,.,,akhing of elecbc locomotives 
qu=ters Allahabad and five field unia at was also planned the chittaranjan ~ o m o t i v e  

Kota* Na@ur and Works and Bharat Heavy Electricals Ltd. In view 'ORE was ex~ecled to Procurement of the national i m p a n c e  of Railways, 
of and standardisation of and Committee recommended that exemption from 
equipment all the customs duty, as admissible under the existing 
projects* but was to bring about gmd nrles, should be grant& to he Railways for 
results. The Committee, recommended the dis- elecvif,mtion. 
bandmen' of 'ORE iu in the mere was no cone01 over the electricity tariffs 

ensure effective and for railway traction. The State Electricity Boards expeditious management of all Railway electri- 
fication projects. A member-in-charge of Elec- fixed their tariffs without any consideration for 

the Railways. The tariffs varied from 55.49 to Irical be created in the 87-79 paise per unit in 19&2-85. The Railways Railway Board. The weak infrastructural set-up 
for implementation of the electrification pro- were a public utility of national importance and 

gnmme envisaged in the Plan period, abulkconsumer of electricity. Instead of enjoying 

was likely to result in slippages. any benefits on these twocounts, they were made 
~ ~ a i ~ ~ ~  sixth five yearplan largecof 2,800 topay arate which was in some~~s.evenhigher  

rh to be energised, the achievement was 1,522 than industrial tariffs. The enlire issue should be 
rkm (i.e. 54.39 pr cent) which include. works W2xamined by the Minism of @epan- 
Men up from 1970-71 The spill-over ment of power) in a national p e r s ~ d v e  k e ~ i n g  
of the Sixth plan to the Seventh plan was of 1,356 in view the increasing share of the in 

r h .  ~ d w k  funds were provided in fist electric generation and the need for Railways for 
year of the Seventh plan the Railways should ekCtric hTicti0n. If need be, the Electric (Supply) 
achieve the target of electrifying 3,400 kms in the Act, 1948 may be suitably anended to empower 
Plan p&o& The cost of hauling traffic per 1,000 the central authority or the Government of India 
GKM was RS 126.54 in nspec( of steam traffic, to regulate the tariffs for railway traction at least 
and Rs 13.84 in respect of electrifled traffic on a uniform patlem wughout  the country. The 
movements. The p-ss of phasing out steam State Governments should be persuaded to agree 
l~comotiva should therefore be accelerated. As to such amendment in the interest of speedier 
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electrification of railway routes in the larger 
national interest, as well as in the interest of 
development of the States themselves. 

Sixth Report, November I986 

The Railway Convention Committee 1985 
submitted its Sixth Report on Resource Mobili- 
sation, namely,Public Borrowing for augmenting 
Railway Plan Finance in November 19%. The 
Railways had decided, in consultation with the 
Ministry of Finance, to resort to public borrow- 
ings. For this purpose it was propsed to create a 
new company under the Ministry of Railways 
d l e d  the Indian Railway Finance Corporation 
Ltd. For the financial year, 1986-87, the Corpo- 
ration was to raise Rs 250 crore through market 
borrowings. The bonds were to have a maturity 
period of ten to twenty years and carry a rate of 
interest (tax-free) of ten pet cent per annum. The 
first trench of borrowings was propo,sed to be Rs 
100 crore. It was proposed that the money raised 
through the bonds would be invested by the 
Corporation in assets usable by the Railways; 
these assets would then be hired out to Railways 
on recovery of charges that would cover (i) 
interest payable by the Copration on the bonds 
(10 per cent) (ii) its service charges (1 per cent) 
and (iii) also annuity towards repayment of the 
bonds. The Corporation was to Rave some equity 
capital equivalent to 1/10* of the proposed 
amount of the bonds, to be made available from 
General Revenues. 

The Convention Committee pointed out that the 
Railways were paying dividend at tkc rate of 6 
per cent on the capital invested up to March 3 1, 
1980 and 6.5 per cent on the capital invested 
thereafter. At the end of 1985-86, the Railways 
had defaulted payment of dividend to the extent 
of Rs 526.36 crore to the General Revenues; this 
outstanding amount was termed Deferred Divi- 
dend Liability. In addition, an amount of Rs 
336.36 crore was due to be paid for loan taken for 
development fund works. The total indebtedness 
of the Railways to the General Revenues was, 
therefore, Rs 863.22 cmre at the end of 1985-86. 
'FheCommittee therefore had their apprehensions 
as to the Railways borrowing funds from the 
market at 1 1 per cent as against 6 or 6.5 per cent 

which they paid to the General Revenues. 
The Committee suggested that instead of cre- 

ating a separate corporation for the Railways, a 
bigger corporation under the Ministry of Finance 
should be established to deal with the bond issue 
or market borrowings of all Government C o p -  
rations and Companies. Such a step would not 
only increase the efficiency and expertise in 
mobilising the public funds but would also ensure 
uniformity of approach, coordination and the 
methodology of raising public bomwings. 

Government of India however went ahead with 
the formation of the Indian Railway Finance 
Corporation with effect from December 1986. 
The Corporation raised funds amounting to Rs 
560 crore against the first issue of bonds floated 
in March 1987. The rate of interest for this issue 
was 10 per cent for Rs 250 crore and 9 per cent 
for the balance of Rs 310 crore. The funds that 
were Lo be secured against the second issue of 
bonds floated in January 1988 carried the rate of 
interest at 9 per cent. 

Subsequent Reports 

The 1985 Railway Convention Committee 
submitted a num-ber sf other reports before the 
expiry of the Lok Sabha in October 1989. In their 
Seventh Report, the Committee allowed the rates 
of dividend to be paid to the General Revenues 
and the contributions to the various funds of the 
Railwaystocontinuein 1987-88as in the previous 
years, pending a final memorandum from the 
Railways for the entire periodof the Seventh Plan. 
The Contribution to the Depreciation Reserve 
Fund was recommended to be raised to Rs 1,350 
crore for 1987-88. In their Eighth Report, the 
Committeereferred to their Sixth Report in which 
they had expressed apprehension of the Railways 
resorting to market borrowings and expressed 
their feeling that it would have been appropriate 
for the Government to have taken prior or 
simultaneous concurrence of the Committee 
before making an announcement of the Corpo- 
ration. In their Tenth Report, the Committee 
recommended the continuation of the rates of 
dividend to be paid to the General Revenues in 
1988-89 at  the same levels as in the previous 
years, They recommended an increase in  the 
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contributiori to the Depreciation Reserve Fund to 
Rs 1,500 crore and suitable enhancement of the 
appropriation to the Pension Fund from Rs 450 
crore in 1987-88. The Committee also r e f e d  to 
the funds raised by the Indian Railway Finance 
Corporation Lhrough public borrowings to sup- 
plement the Railways' investment plans. If the 
buoyancy of railway earnings permitted public 
bornwings at higher rates of interest than that 
paid to the General Revenues, there was sufficient 
justification to compensate the General Revenues 
by providing higher rates of interest. Government 
should give carefui thought to this question. In 
their Fourteenth Report, submitted i n  August 
1989, the Con~nlittee expressed their unhappiness 
that passenger coaches had increased by only 125 
per cent since 1951 while passenger originating 
traffic had increased by 195 per cent up to 
1987-88. There was an unsatisfieddemand which 
the Railways should plan to overcome. Similarly, 
in the case of goods traffic, there were 23,395 
over-aged wagons as on March 31, 1985. A 
further 32,183 wagons would be ready for 
replacement by the end of the Seventh Plan. The 
Railways should make an m e s t  effort to ensure 
that the backlog of replacement of these over- 
aged wagons was wiped out by the end of the 
Seventh Plan. 

Progress during the Seventh Plan 

The Seventh Plan had envisaged that by 
1989-90, the Railways ~ ~ o u l d  carry 340 million 
tonnes of freight traffic. By 1987-88, the traffic 
stood at 3 19 million tonnes. As regards passenger 
traffic, there was an increase of 459 million 
persons during the three years ending 1987-88, 
that is, at 4 per cent per annum as against the 
Seventh Plan proposal to contain increase in 
passenger traffic to about 2 per cent through 
appropriate pricing policies. The rolling stock 
was increased for diesel and electric locomotives 
by393 and 183 respectively between 1984-85 and 
1987-88, while the number of steam engines was 
reduced by over 1,500. The Railways were facing 
a shortage of motive power for freight operations, 
largely due to delay in stepping up the manufac- 
turing capacity of electric iocomotives at Chit- 
taranjan, further compounded by the delay in 

initiating technological up-gradation of the 
existing locomotives, both diesel and electric. 
'lie number of wagons had declined from 365 
thousands in 1984-85 to 347 thousands in 
1987-88. A large number of wagons had to be 
stabled due to non-availability of components like 
wheel sets. 

Statements pertaining to the development of 
Railways during the period 1950-5 1 to 1989-90 
are given at appendix A. 

Issues and Options 

On March 1, 1990, the Mnistry of Railways 
published a Status Paper on Indian Railways 
subtitled Some Issues and Options. It is repro- 
duced in an Appendix B. It will be seem that the 
issue3 and options before the Government of 
India, khe Indian Railways, and the Indian public 
have remained more or less the same as they were 
40 yeius ago. 
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APPENDIX A 

Locanotivcs Coaching Volume of TrafFic - Vehicles 

Yur Route Stcan Diesel Ekctric Wag@&, Passengers Passenger Tomes Net Tonne 
K i b c t n s  Originating Kilomeires Originsting Kilomeaes 

(million) (million) 
1 2 3 4 5 6 7 8 9 10 11 

Source: I* Raibulrys, Annual Rrpm md Accumtr (V&S yews) 
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o p a a t h  
Ratio &1(4) 

to Col(3) 

7 

Dividend to Surplus rr 
General Deficit (-) 

Revcnucs* 

-- - 

* Indusivc of pyrncnt to Stsacs in L i u  ofoT~assengcr Tax 
Sourus: (i) I& Railnays, b u d  R c p a t d  Acuunts. (Vaious Years); (ii) For 1988-89 and 1989-90, Bom 'Budge1 q f l k  Raihq 
Revemueand Fqenditwe 4th Cafral Government for 1989-90, Railway B o d ,  Ministry of Railways. (The 1988-1990 figures do 
not khde 'MisceUmtous Receipts and Expadim data) 
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S r A m  3. DFa'RECurnN RBSmVB FUND 

(Rs L.Lch) 
- -- - 

Appopriatiar to Fund Ran 

YUP Rcvcnuc Cqital Interest on Total Withdrawal Net Auxeticm to Closing 
Bdance ff0mFund FuadI)uring Balance 

tbe Ycar 

1 2 3 4 5 6 7 8 
- - - - 

1951-52 30,oo 21 3,58 33,79 35,87 -2.08 122.02 

1952-53 Woo 33 4309 34,42 40,89 -6.47 116.36 

1953-54 30,oo 36 3.61 33,97 38,m -4,05 122.79 

1954-55 30,oo 37 3.35 33,72 45,82 -12.10 100.69 
1955-56 45,W 41 3.26 48.67 45,89 2,78 103.47 
1956 -57 45,W 63 3.27 48.90 43,68 5,22 103.14 
1957-58 45,W 1,23 3.15 49.38 63,62 -14,24 88.89 
1958-59 45,OO 87 2.53 48.40 80,72 -32,32 56.70 
1959-60 45,00 85 2,11 47,% 68,36 -20,40 37.30 
196041 45.00 79 85 46 5 4  64,w -17,40 19.79 
196162 65.00 1,77 86 67.63 58,23 9,40 29,19 
196263 67,00 lam 93 69.02 7537 -635 22,84 
1963-64 80,00 1,54 1.03 82.57 7290 10,lR 32,97 
196465 83.00 1,25 1 .4  85.69 75,39 10,30 43,27 
1965-66 85.00 164 1.85 88.49 78,91 9,58 52.85 
196667 100.00 2,Ol 2.60 104.61 79,69 %,92 77.76 
196748 95.00 2,18 3.15 100.33 93,82 6,s 1 79,74 
196849 95.00 2,40 3.69 101.09 80,39 2Q,70 98,17 
1969-70 95.00 2,48 4.86 102.34 73,78 28,% 126,38 
1970-71 100.00 2,53 6.01 108.54 90,68 17,815 144,47 
1971-72 105.00 2.55 6,81 114.36 90,87 23,49 167,61 
1972-73 110.00 2,58 7.95 120,53 113,60 6,93 174,16 
1973-74 115,00 2,m 8,42 126,02 125,14 88 175,74 
1974-75 115.00 2,70 9.18 126.88 122,52 14,36 189,98 
1975-76 115.00 2,85 10,13 127.98 124,57 3,4 1 197,93 
1976-77 135.00 2,87 10,88 148.75 125,22 2533 218,67 
1977-78 140.00 2,93 12,69 155,62 11 7.64 37,93 265,15 
1978-79 145.00 2,80 14.n 162,57 136.19 26-38 28587 
1979-80 2'J%00 2,82 16,79 219,61 187.45 32,16 313,07 
198081 220.00 3,20 17.44 240,64 278,63 -3793 275,59 
1981-82 350.00 3,30 12,61 365.91 504,31 -13830 137,19 
1982-83 556,OO 3,43 $79 56522 655.58 -90,36 46,83 
1983-84 8sO.00 3,73 5,32 859,05 783.78 75,27 122,lO 
1984-85 8s0,OO 4,48 9,79 864,27 797.54 

6673 188,83 
1985-86 920,OO 6,38 10,48 936,86 981.48 4 , 6 2  144,21 
1986-87 1250,OO 9.32 12,: 1 1271,43 117529 1%,14 2A0,35 
1987-88 lsso.00 11.97 2199 1 3 8 3 , ~  i i n 2 7  21 1,159 452,04 
1 9 8 8 - 8 9 0  ISoO,oO 12.61 31,27 1543,88 145436 89.52 %I,% 
1989-90(BE) 1715PO 13.14 42,97 1771,: 1 1489.00 282.1 1 823,67 

Source: Qhmlory ~ e u ~ ~ r d u m  4th Rlu'hwy B*, 1989-90, Raidway Boad, Minishy oiRailw.ys, Owanmcnt of India 4. 
140-142. 
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(Rs 
Appopiatica to Fund Withdrawn Net Acclr- Closing 

--- 
Year By Transfer from Revenue Capital Interest w Tolnl from Fund to Fund Balance 

SRPP Balaacc 

. . 
Source: EXP~MIOTY Munoradom on rhe Railway Budget, 1989-90, Railway Board, Ministry of Railways, Government of India, 
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Year Apppiation Withdrawal Net Accrcrjon Closing 
to Fund fran Fund to Fund Balance 

During Ycar 

1 2 3 4 5 

1950-51 5,40 -1 5,4 1 13,58 

1951-53 19.12 -1 8 19,30 33,72 

1952-53 2,26 -4 2,30 36,05 

1953-54 1,13 1,13 37,18 

1954-55 1,18 1,18 38.36 

1955-56 8.5 1 -2 8,53 46,89 
1956-57 1,52 1,52 48,07 
1957-58 1,61 1,61 49,68 
1958-59 1 ,m 49.37 

1959-60 1,90 1,90 51,60 
1960-61 1 ,&Q 1,84 5394 
196142 1,93 1,93 55,37 
196243 2,02 2,02 57,39 
1963-64 1,79 1.79 58,57 
1964-65 2,25 2,25 60,82 
1965-66 2,39 2.39 63,20 
1966-67 2,16 -1 8,SO 44.70 
1967-68 1,18 -32,50 12,20 
1968-69 33 -8,71 3,49 
1969-70 8,89 -1,18 2.3 1 
1970-71 25,13 1,93 4,24 
1971-72 9,02 -3,93 31 
1972-73 2 2 33 
1973-74 99,81 9 42 
1974-75 184,49 16.16 16,58 
1975-76 155,51 -14,51 2,07 
1976-77 214,s 50.00 52,07 
1977-78 166,27 -14.28 37,79 
1978-79 1 1 33 
1979-80 3 3 36 
1980.81 5 5 41 
1981 -82 Z 2 43 
1982-83 2 2 45 
1983-84 2 2 47 
1984-85 2 2 49 
1985-86 12 12 61 
1986-87 2 2 63 
1987-88 2 2 56 
1 3 8 8 - 8 9 0  4 4 60 
1989-90(BE) 4 4 64 

* Excludes Rs 9 l&h M A  
Source: E r p l o ~ l o r y  ~ ~ U M T -  m IheRoihvay ~udget, 1989-90. Railway B d ,  Minisuy of Railways, Gov-enl of hdir. 9. 
144-147. 
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CRs M) 

Appropriation to Fund Withdrawal frm Fund 

Year Revenue Lonn ban Interest Tobl For Interest Total Net Accrc- Closing Loen Out- 
Surplus, General on b1- Works onban tion to Fund Balance standing to 

ctc. Revenues ances General 
Revenues 

1 2 3 4 5 6 7 8 9 10 11 

Source: E x p ~ a ~ I o r y  Memornndum on the Raihvoy Budget, 1989-90, Railway Board, Minim of Railways, Government of India 4. 
148-151 
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STATUS PAPER ON JNDIAN RAILWAYS: SOME ISSUES AND OPTIONS 

I .  Role a d  Performance of the Railways 

1. Indim Railways, as a part of the national infrasmcture. 
have made a tremendous contribution to the national economy 
and in the emergence of modem India They have given a fillip 
to industrial growth by i n t e r n e d i n g  the primary produc- 
tion a m .  industrial centres and markets. They have played 
a vital role in the national integration and defence of the 
country. Railwaya are the principal mode of transport for 
lower ud middle incane umps fox traversin~ medium and 

carrienof commodities like coal, raw materials, steel. mineral 
oils etc.' The land use'by the Railways is the most economical. 
Railways are about six times more energy efficient than road. 
The geographical diversity of the country presents the Rail- 
ways with enormous oppomnities and challenges. 

2. There has been phenomenal growth in the traffic camed 
by the Railways since Independence. Between 1950-51 and 
1988-89. the passenger traffic went up four-fold and the 
freight traffic over five-fold. This growth of traffic has been 
catered to with the minimum of inputs. Owing to resource 

long distances. Railways Caveblayed significant role in the cmstraint,there has been only a small addition lo the network. 
Green Revduticm bv brinpjna in the inputs for agriculture. More and more traffic had to be squeezed through the existing 
and then distribution of thi ai"cu1turalproduce. fact. 22 routes, and today nearly 11,500 km of route &e already sac 
per cent of the Railways' traffic throughput is acmunted for urated. The comparative indices of growth of traffic and 
by feriilizer and foodgrains alone. Railways are the bulk capital inputs are given in Table 1 below: 

TABLE 1. INDICES OF GROWTH OFTRAFFIC AND CAPITAL INPUTS' 

Traffic Output Indices Capital Input Indices 

Passen er lun Net tonne km. Coaches 
a& 

Wagons Tractive effort of Running 
(NTKM) locomotives Track 

1950-51 100 100 100 100 100 100 
1988-89 3% 522 2 12 265 197 131 

3. In the face of limited investments in assets arising out of assets, as would be seen from Table I1 below, as well as from 
limitation of resources,muh higher levelsof traffic have been the fact that the total staff strength of Indian Railways has 
catered to through a quantum jump in the productivity of gone up by only 78 per cent in these 38 years: 

Year Coach Utilisation passenger Wagon utilisation (NTKM Track utilisation (million 
km. per 1000 seatmg capac- per wa on day) ( 8 ~ )  NTKM per route KM) Fj mlI PG) on (BG) 

1950-51 N.A. 7 10 
196061 

1.5 
61.2 998 2.8 

1970-7 1 71.2 908 3.6 
1980-81 105.2 986 4.3 
1988-89 11 8.4 1453 6.1 

4. It has been the effort that the benefits of this improved 
performance are passed on in a good measure to the people 
and to the COUJI~IY's economy. The railways have always 
exercised the utmost restsaint in raising fare and freighttariffs. 
Whereas the index of input costs (with 1V0-71 as the base 
year) has risen nearly eight-fold the freight rates have gone 
up only about six times and passenger fares less than four 
times. In spite of the policy of tariff restraint, Indian Railways 
have maintained their record of fmancial viability which, in 
the family of world Railways, is a rare achievement. 

5. These have been some of the achievements of the Rail- 

maintenance and more equipment failures. To give examples, 
the arrears of track renewal at the beginning of the W Plan 
were about 19,500 km. which could only be brought down to 
about 12.000 km. by the end of the Plan. Besides. there are as 
many as 5,600 over-aged coaches still in service. We are also 
having to continue around 3,400 steam locos in spite of the 
factthat steam traction is out-dated and highly fuel-inefficient. 
Their phasing-out is likely to go up to the turn of the century. 

11. Expectotionr from Railways 

ways' But, then there have 'lso been in certain 6. India lives in its seven lakh villages where the main source imponant areas because of resource constraint. Adequate 
attention could noi be paid to passenger traffic. trains of livelihood is agriculture and agro-based industry. ?he 
are so over-crowded that people have to travel roof-bps. p ~ p l e  in these far-flung areas expect the Railways to play 
A large no of railway assets had to be allowed to continue on their role in enabling them to came on to the main stream of 
the system beyond theirecmornic life. This led to expensive national development. People want more railway lines to 

1. Please see Table A for the commodity wise breakdown of freight movement in 1988-89 
2. Tables B and C give details of traffic throughput and asset base for some representative years. 
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promote faster economic development People want conver- 
sion of MetreGauge and Narrow Gauge lines to Broad Gauge, 
in thehopeofgetting hprovedfacilities and qiickerand more 
direct travel to various parts of the country. People want more 
passenger trains so that the present state of overcrowding and 
inconvenience is mitigated. Safety of rail travel, of course, is 
the primaly and all pervading expectation of everyone. 
Besides, people want better amenities at stations and in trains 
forgreatercanfort. Peopletravelling over long distances want 
faster speed. In the matter of freight, a rail-user expects an 
efficient service, free from delays, damages and pilferages. 
The country and the user also want the Railways to be 
financially viable. while at the same time maintaining rea- 
sonable fare and freight rates. At the individual and group 
levels, these expectations give rise to demands which. if they 
were to be fulfiied in toto, would involve investments that 
the country cannot afford. There has to be a judicious balance 
in the apportionment of resources to the various sectors. 

III Future Trafic Projections 

7. WhiletheRailways arefinding it difficult, evenatpresent, 
to meet the demands of traffic on one hand. and the popular 
expectation on the other, the traffic projections for the tum of 
thecentury. on the basis of the prevailing tempo of agricultural 
and industrial growth are almost double the level reached at 
the beginning of the W Plan and 60 per cent above what they 
are today. Accordingly, the objective is to build up capacity 
to carry by rail by 2000 A.D.: 370-400 billion net tonne km. 
freight traffic, 310-330 billion passenger km. (BPKM) nm- 
suburban passenger traffic and 105-1 10 BPKM suburban 
passenger traffic. If rail capcity is not to become a constraint 
to economic growth, expansion of the rail network by ccm- 
slruction of new lines and also of additional lines on existing 
routes would have to be speeded up. Added to this would be 
the requiranent of additional rolling stock, electrification of 
selected routes, more signalling and telecommunication, 
upgradation of track smcture and prwision of additional 
terminal facilities for passenger and freight traffic Adequate 
funding arrangements would be required for provision of 
proper amenities for passengers and other rail-users and 
railway staft Side by side, the on-going exercise of clearing 
the huge back-log of replacement of over-aged assets has also 
to wntinue. It has been estimated that the size of the Vm and 
M Plans for the Railways would have to be not less than Rs. 
36,500 cmrc and Rs. 50,000 crore, respectively (at c u m t  
prices), if Railways are to meet the traffic targets, both 
passenger and freight, for the year 2000 A.D. 

Somt Issum and Opttom 

8. In the above background of Railways' role in relation to 
projected -c growth and the expectations of the people. 
this paper axrcmtntes on six b u i c  issues: (a) technology 
upgradation; (b) expansion of ndworlr, (c) fmancial 
arrangements; (d) capital nstructuring; (e) tariff policy; and 
(f) pYsenga service md fnight movements. 

IV (a). Technology UpgrPdorion 

9. One method o f  meeting the i n c w  in danand of traffic 

is simply tomultiply theexisting assets in the sameproportion. 
But in a resource-limit situation, significant savings in 
investments and in cost of operations, along with improve- 
ment in quality of service, can be realised by inducting modem 
technology. Railway Plan. therefore, include a quantum jump 
in technology in various spheres of working. Measures are on 
hand forimprovingthe reliability and speed capability of track 
structure through the induction of heavier rails of higher 
tensile strength and laying them in the form of long welded 
rails with the use of prestressed concrete sleepers at closer 
spacing and with increased ballast cushion. In signalling, 
progressiveintroduction of centralised panelinterlocking and 
development of train radio cmmunication and solid state 
interlocking devices are among the various programme under 
way. The existing technology of both electric and diesel 
locomotives is almost three decades old. 'Ihere is need for 
introduction of higher horse-power electric and diesel loco- 
motives which arealsomore fuelefficient. Passengercoaches 
of lighter weight with increased seating capacity and potential 
of higher speeds are envisaged. In thematter of wagons, bogie 
freight stock with better pay-load to tare weight ratio and 
improved bogie design, which would cause less wear and tear 
both on the wheel and the rail, are under development. Any 
new technology has also to take into account that the adverse 
impad on environment is minimum. This is equally applicable 
to the construction of new railway lines, as also to all spheres 
of operations. F a  improvement in the Management Infor- 
mation System, as well as customer services, selective use of 
computers with matching improvements in the conneded 
communication net-work has been planned. 

10. In view of the rapid growth of technology. it is nmessary 
for us to build a technology base of our own, capable of not 
only selecting and assimilating the latest and most appropriate 
technologies but also of developing them further, continually, 
so as to achieve near self-sufficiency in technological know 
how by the turn of the century. With this inview, IR has drawn 
up a perspective plan for technology development, outlining 
the strategies to be adopted and identifying the following four 
missions to be taken up on priority: 

(i) Operation of 4,500 tonne freight trains at double the 
existing average speeds on mixed traffic routes. 

(ii) Operation of passenger services up to 160 krnh on 
mixed routes and 200 kmh on dedicated routes. 

(iii) 'Heavy Haul' freight trains of up to 18,000 tonne 
trailing loads at 75 kmlh. 

(iv) Upgradation of the Metre Gauge System, covering 
passenger and freight services and transshipnent facilities. 

11.h regard to R&D efforts. it has been recognised that 
technology development on a continuing basis can best be 
achieved through the process of 'synergy', by close associ- 
ation and interaction of Research. Designs and Standards 
Organisation (RDSO) with the concerned industries 
(including the Railways' own production units) and vPrims 
cenlm of learning like the universities and the IITs. With this 
view, r number of Technology Development G q s  have 
been ccnstituted. separately for each of the following areas: 
Electric locos & train sets, diesel-electric locos, overhead 
equipment for electric traction, wagms, coaches, heavy duty 
track structure, bridges. train control and signalling systems, 
mechmised track maintenance md development of futuristic 
and 'Blue Sky A m '  technologies. 
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12. It is recognised that impon of technology is expensive 
in the beginning and invdves heavy outgo of foreign 
exchange. It is only when the technology is fully assimilated 
and a sufficient degree of indigmisatial achieved that it will 
prove costcffedive. Ihic hac been the philosophy of Indian 
Railways in recent times. 

13. In the context of upgradaiion of technology and mod- 
emisationof Railways, certain issues have arisen, which need 
to be considered in depth IO amve at an acceptable consensus, 
even in cases where substantial preparatory yteps have already 
been taken. These are briefly stated below:- 

i )  Operotions Informwn Sylem: This coven Computer- 
isation of freight operatims on a countrywide basis, and is 
expected to improve the efficiency of operatias, and yield a 
saving of atleast 15 per cent of capital investments on wagons 
and 5 per cent on locanotives. Contrary views maintain that 
the savings are illusory. centralised control is strakgicauy 
inadvisable and employment potential would be reduced, and 
the system is highly capital intensive. 

i i )  High Speed Passenger Trains: On the grounds that 
Railways should acquire the necessary technology for high 
speed operations and, at the same time, provide faster over- 
night or day express s e ~ c e s  between selected major cities, a 
few trains in the speed range 1B-140 kmh have been 
introduced on the BG, notwithstanding the adverse effect that 
it may have had a freight traffic operation#. However, there 
is another school of thought which maintains that selective 
upgradation of speed is of no use. and that by far the most 
advantageous method would be to upgrade the speeds of 
trains, both passenger and goods side by side, so that the 
presmt speed differential between the two is narrowed down, 
rather than widened. 

iii) Elecfrificalwn Vs.  Dieselisation: Electrification is 
advocated on the basis of savings in foreign exchange since 
we are still not self-sufficient in petroleum products. Sup- 
porters of dieselisation maintain that electrification is capital 
intensive, that diesels can be run all over, whereas electric 
rolling stock can run only on electrified sections and that 
shortages of electricity will always be a problem to be faced. 
Escalation h electricity tariffs at a faster pace than that of 
diesel prices in the recent years has been yet another factor 
affecting the relative economics of diesel and electric traction. 

iv) Continuonce of steom locwmfives: IR's plans as at 
presmt, are to eliminate steam traction by the year 2,000 AD. 
Sane views are coming up now, questicning the wisdom of 
doing so, since a few other cwntries like China have been 
continuing with steam locomotives successfully and, more- 
over, steam traction has greater employment potential. 
Arguments in favour of itselimination are that steam traction 
is less fuelefficient and it would also be in the overall interest 
of economy of operations to contain the staff strength of IR 
despite the increase in traffic. 

v)Conwrsion ofMelre Gauge lo Brood Gouge: Persistent 
demands are made for conversion of MG to BG. Uniformity 
of gauge would have been ideal, but the country cannot afford 
the massive investments required. Even for conversions on a 
selective basis, sizeable additional investments would be 
required since the cost of conversion is nearly 314th of a new 
milway line. On the other hand there is a view, that a 

strengthenedMG System can give ahnostthe same service as 
a BG system. What should be the criteria for undertaking 
upgradation and m v e r s i m  selectively? This would be an 
important issue to be considered, in view of resource cm-  
straints. 

vi) Increasing the capacity of existing bury router: Since 
the expansion of railway network is bound to be slow, the 
alternative would be to get the best out of the existing routes. 
This could be achieved by increasing the average speed of 
goods trains with the use of more powerful locomotives or by 
running 'heavy haul' i.e. longer and heavier trains with 
multiple locomotive. S a n e  controversies are raised about the 
wisdom of going in for 'heavy haul' trains on account of 
terrain, inconveniences in operations and the need for import 
of technology for coordinated working of all the locomotives. 

N (b). Expansion of the Nelwork 

14. It is well known that the aspiration of the people for 
getting new railway lines opened in their areas, and for 
conversion of existing MG/NG Lines into BG, have not been 
fulfilled to any appreciable extent. The large number of 
representations p r i n g  into the Ministry of Railways and the 
persistent demands voiced in the Parliament in almost every 
debatepertaining to the Railways bear testimony tothis. 'here 
are many reasons for this, but the most important one is the 
resource crunch. Even the few projects which get approved 
languish for want of adequate allocation of funds from year 
to year, leading to time and cost over-runs, and frustration 
amongst the people who were expecting to enjoy the benefits 
therefrom. As on 1 st April, 1989, IR had on hand 32 new line 
projects already sanctiaed, involving a total length of 2,620 
km and requiring Rs 1,872 crore for completion. As against 
this, the Annual Plan for 1989-90 provided a budget allocation 
of Rs. 250 crores only for new lines, which means that, with 
the present level of investment, it would take 6 to 7 years to 
complete the on-going projects. Likewise, there are also 9 
gauge conversion projects already sanctioned, involving a 
total length of 1,344 km and requiring Rs 526 crore for 
completion, whereas the budgetary allocation for the year is  
d y  Rs 84 crore. This again means a time frame of 5 to 6 
years for completion of the ongoing projects. To study the 
future needs of JR for network development, the Planning 
Commission had appointed a Committee for Expansion of 
Railway Network (CERN). In there report submitted in 
Decanber 1988, the Committee had recanmended further 
development of fie network in a selective manner, through a 
ccmbination of new lines (2,902 km) and gauge conversion 
(2,306 km) aimed solely at capacity generation. 'Ihe cost of 
rherecommendednew projects is about Rs. 4,400 crore. These 
have been identified as the minimum requirements up LO the 
year 2,000A.D. Themanagement of funds that will beneeded 
for the on-going projects and also for the new projects 
recommended by CERN for the purpose of capacity genera- 
tion can thus be appreciated. 

15. According to the existing policy, cansrtuction of new 
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lines is justified in the following areas' :- 
(a) Project-oriented lines, to serve new industries or tap 

mineral or other resources; 
(b) Lines to serve as missing links which can fonn alter- 

native routes to ease the congestion on existing busy routes; 
(c) Lines required on strategic considerations: and 
(d) Development lines, to establish new growth centres or 

give access to remote areas. 
16. Under categories (a) and (b), economically viable 

projects get priority. From the point of view of overall 
economics of railway working, it would beideal to deploy the 
scarce national resources on viable projects which are cost- 
effective. But this does not lead to satisfaction amcmgst the 
people whose aspirations are left unfulfilled. 

17. Several issues arise in this context, the more important 
of which are:- 

- Should the policy be re-oriented to enable new lines being 
taken up to satisfy local aspirations and also to provide a 
vehicle for area development? 

- If such projects are undertaken, how should they be 
financed? 

- Who would bear the operating losses of such lines during 
the period between their commissioning and their becoming 
financially viable? 

Earmarking Some Funds for Unremunerative Lines 

18. It needs to be recognised that there is an imperative need 
for breaking the vicious "chicken o r  egg" syndrome in this 
matter. Railway can, and do trigger off development, and the 
Railways themselves benefit, in due course, from the devel- 
opment of the hinterland. It is also important to provide 
railway capacity ahead of demand, though not very much in 
advance, since Railways projects have a long gestation period. 
Therefore, should some new projects be taken up without 
waiting for full evidence of development of the areas con- 
cerned? In giving this slant to the policy it may be misun- 
derstood as getting away from the whdesorne and necessary 
policy hitheno followed by giving priority to lines required 
for movement of goods traffic Nobody can suggest giving up 
the policy of emphasising the relevance of rate of return; but 
if we wait for taking up unremunerative projects, though 
justified on  social or other needs. till the needs of the 
remunerative projects are W11led, a t  no point of time would 
it be possible even to make a start in other areas. Hence, there 
is a view that some amount should be earmarked for con- 
struction of  new lines to open up back areas in pursuance of 
policy in para IS (d) above. 

19. Uneconomic operations, on the basis of national policy 
decisions, should not ordinarily be a burden on the Railway 
fiance which has a separate identity of its own, with 
accountability for fiiancial results. Would it, therefore be 
better if such operations in their entirety are entrusted to a 
Corporation o r  Agency to be supported by necessary subsidies 
from Govemrnmt? 

20. Yet another issue to be wnsidered would be to make 

the cost of developmental lines a part of area development 
projects identified as such. In such cases, while the capital 
cost may be included in the overall costs, subject to transfer 
to the Railways when the developmental phase is canpleted. 
the operating loss may be reimbursed by the Govemment. 
Alternatively, special additional levy may be imposed on the 
users of such lines. 

Lines in Rural Sector 

21. In line with the same idea, it needs to be emphasised 
that if the Railways have to cmstruct and operate new lines 
or acquire additional rolling stock, or make any other 
investments to fulfiil the obligations devolving on them as a 
result of the thrust of the Government's policy to give atleast 
fifty per cent of the Plan allocation to the rural and the 
agricultural sector, the outlays required for such investments 
should come out of such overall allocation in addition to the 
normal Plan outlays for the financial disabilities that Railways 
may suffer on account of such operations. 

Separate Fund for Developmenla1 Lines 

22. Sources of finance also have a decisive role in these 
matters. As a rule, financially viable projects are charged to 
Capital, which is provided by the General Exchequer. HOW- 
ever, all new line projtxts, irrespective of their fmancial 
viability, are charged to Capital. All such investments entail 
a perpetual liability for payment of dividend by the Railways 
to the General Revenues. Can this pattern be changed? Can 
we think of a seprate fund being set up for financing such 
developmental new lines, so as to avoid financial pressures 
being exerted either on the General Exchequer or on the 
Railways Budget? 

Railway Developmenf Securities 

23. If funding of this type is accepted, one method could be 
toissue Railway Development Securities (Bonds), earmarked 
for specific projects, carrying interest at a rate not exceeding 
thedividend currently payable to theGeneral Revenues. Such 
specific bonds could auract investment from the interested 
local population who would benefit fmm the project. Ser- 
vicing of such securities - both payment of interest and 
redeeming them at maturity - could be either through special 
addition of levies over the normal fares and freight rates, o r  
through inflated distances. 

Participntion of State Governments in new line projects 

24. Some Slate Governments in Be recent years have been 
coming forward with offers to share the cost of certain 
projects. One such project is Mankhurd-Belapur line in 
Maharashtra which is already in progress and where the State 
Government has agreed to share 213rdof the cost. The question 
is whether more of such participation should be encouraged 
even though this may ultimately involve diversion of 

1 lheae are in keeping with the recanmendations of the National Transport Policy Coinminee (NTPC) 1978 and the 
Railway Reforms Committee 1981. 
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rewuuces of States frpn other developmental efforts, in view 
of the spin-off accruing dinctly to the people of that State 
from timely canpletion of special projects. 

Uneconomic Branch Lines 

25. A cmccted issue is about existing uneconomic branch 
lines on the railways which number about 143, involving 
annual loss of about Rs 100 crorc The question is whether 
such ofthese lines, wherethere are parallel roads tothe railway 
alignment, and MIC has shifted to the road, should be 
allowed to continue in spite of heavy losses? Or should they 
if required, be continued on the basis of an arranged sharing 
of losaes with the umcerned State Government? It has also 
been contended that these lines have become a pan of the 
socio-econornic environment of the area they serve, and 
should be continued, to be operated despite losses. 

Autonomow Authordies for Special Projecrs 

26. Then there are certain important projects like the West 
Coast Line where the returns could be adequate to fmance the 
capital raised from the market borrowing. In such cases. 
autonomous authorities, for the construction of such lines, 
could be set up. Such authorities could raise funds, levy 
appropriate charges after the line is cunpleted. in such a 
m h e r ,  that the capital and interest the- is paid back over 
101 5 vean. Creation of several such authorities ~roiectwise 

N (c). Fi~nciOl Arrangements 

27. Railwaya Finances were separated from General 
Finance in 1924. Ihe most notable features of this separation 
were the fixation of definite annual contribution from Rail- 
ways to General Revenue calculated with reference to the 
capital-at-charge of the Railway system, and secondly the 
establishment of a Reserve Fund and Depreciation Reserve 
Fund for Railways. ?his poeition has mtinuedever since and 
any changes in the fmancid relations between the Railway 
Finances and the General F i c e  are decided on the basis of 
the recanmendatims of the Railway Convention Commiuee 
of Parliament. 

28. As far as the investments on the Railways are concerned. 
the existing arrangements provide that all new assets which 
are chargeable to Capital of the Railways be financed from 
the monk advanced by the General Finance. Costs of all 
replaamentaarcto bemet bytheRailways as apartof working 
expenses. The Railways currently pay dividend @ 6.5 per cent 
on the capital provided by the General Finance. 

29. Mid-way in the W Plan, it was realised by the 
Govemment that because of consmined resources it would 
not be possible to fund the entire approved Plan of Railways 
through the normal channd of budgetary suppolt extended by 
the Genenl Finance. Therefwe, it was decided by the Gov- 
ernment that a part of the requirement of additional aaseu 
should be met through market borrowings. The arrangement 
considered most suitable for this purpose was to create an 
independent entity separate from the Ministry of Railways. 
Thir entity. i.e. Indian Railway Finance Copnation Ltd. 

(IRFC) came into existence on 12th December. 1986 as a 
wholly-owned Govemment Company under the administra- 
tive control of the Ministly of Railways. 

The main objective of IRFC is to borrow funds from the 
market through issue of Bonds. The monies so raised are used 
for acquisition of assets which are leased by IRFC to Ministry 
of Railways and lease charges @ 14.5 per cent are payable to 
IRFC. 
The cost of servicing the market borrowings through Indian 
Railways Fiance Corporation are higher than the cost of 
capital provided by the Central Govemment. 

Revenue and Expenses 

30. Indian Railways are expected to work primarily on 
commercial lines so that they are able to cover their operating 
costs in full including the contribution to Depreciation 
Reserve Fund and generate enough revenue to pay for its 
dividend liability to the General Exchequer, as also provide 
for cost of works like passenger amenities, staff amenities and 
certain essential works for operating improvements (which 
are otherwise found unremunerative). At the same time, as a 
deliberate policy of the Government. Railways have, over the 
years, exercised a policy of tariff restraint with the result that 
anumber of services are being run below cost. In this regard. 
the assessed annual loss on passenger and other coaching 
services is of the order of Rs 1.400 crore and on low-rated 
commodities of common use like foodgrains, salt, fodder, oil 
seeds, another Rs. 250 crore. These losses are being covered 
throughcross-subsidisation from therest of the freight traffic. 
In spite of the constraints, Indian Railways have a record of 
fiiancialviability in that they havebeen paying dividend with 
a fair degree of regularity ever since Independence. 

Investment Plans and Resource Mobilisafion 

3 1. A review of Plan investments in the past would indicate 
that the outlay on Railway sector, as a percentage of the total 
Plan outlay, which was of the level of 15.5 per cent to 1 1.1 
per cent in the first 3 Plans. came down to as low as 6.9 per 
cent to 5.9 per cent in the next 4 Plans up to VII Plan. As a 
result, theinvestment planningforRailways in therecent years 
has barely been adequate to meet the minimum needs of traffic 
growth and the input on network expansion has been low. 

32. As mentioned earlier, the Railway Plans are now 
financed through three main sources (i) internal resources 
generated by the System; (i) assets pmured by IRFC through 
market borrowings, which are then leased to the Railways; 
and (iii) budgetary support extended by the General Finance. 
The generation of internal resources is dependent on tariff 
revision and hmcc severely restricted. With 1970-71 as the 
base,present estimatesarethattheindex of input coals specific 
to the Railways rose to 795.6 in the year 1989-90. As against 
this, the index of average rate realised from freight (per tonne 
h) has gone up to 624.3 and from passenger traffic @cr 
passenger km) to 392.4 only. Actually more that 30 per cent 
of the increase in costs was a b s o h d  by the system. However. 
since the V Plan, the budgetary support extended by General 
Financehas been caning down because of theoverall resource 
positiam of the Government. Table LU explains: 
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TABLE m 
(Rs Crore) 

Plan Intemal Bonds % of Internal and Budgetary % of Budgetary Total 
Resource Extrabudgetary Support support to total (517) (2+3+5) 

Resource (IEBR) to 
total (2+3P) 

33 The translation of Plans into reality ultimately depends 
on the financial resources. At the current prices, the size of 
the Mn Plan has been estimated at Rs 36,500 crore and that 
of IX Plan at Rs. 50,000 cmre if the Railways are to meet the 
targets. This would give an average annual investment of Rs. 
7,300 cmre in the VIII Plan and Rs. 10,000 crore in the M 
Plan. As against this, the outlay in 1989-90 is Rs. 4,450 crore. 
Thus,there is a widegapbetween theneed-based requirements 
and actual allocations. 

34. Iheconventionalmethods ofincreasing thenet revenue, 
like upward revision of tariff, expenditure control, plugging 
of leakages of revenue through ticketless travel, pilferages and 
thefts and resultant claims for compensation and improvement 
of efficiency and productivity are inadequate for generating 
the levels of investment required. Hence, some unohodox 
methods need tobe devised for improving the internal resource 
generation and also for raising external resources. 

35. Reimburseanent f m  the General Revenues for the 
massive social burden camed by the Railways, additional 
non-Plan Revenue grants for overtaking the accumulated 
arrears of renewal and replacement of assets. exemptions from 
customs and excise duties amounting to about Rs 500 crore 
per year, and so on, are some of the measures mentioned m 
the past but not seriously taken up. These call for an indepth 
national debate in the context of the desire of the Government 
to fuUil, to the extent feasible, the aspirations of the people in 
the mauer of rail facilities. 

Commrrcial Exploitation of Land 

36. Additionally, Railways shwld make effom to c m -  
mercially exploit the vast areas of land available with them, 
which may not be needed for immediate railway uses. Such 
steps have been taken by railway system in other parts of the 
world with very beneficial results which need to be emulated 
by the Indian Railways. 

Market Borrowing & Budgetary S~cppwt 

37. Market borrowings for fiancing the Railway Plan are 
comparatively expensive. Shouldlhese bccontinuedor shwld 
the Centre remain responsible for providing the entire capital 

needed for additional assets on Railways so that the cost of 
operations are not burdened because of high cost of market 
borrowing? 

Delinking of Railway Financesfrom General Exchequer 

38. There could also be a view that the Railways finances 
should be totally de-linked from the General Exchequer, the 
Railways being fully responsible to fend for themselves in the 
matter of capital for investments and their operating costs. 
This would involve (i) complete freedom from the payment 
of dividend on the existing capital-at-charge (ii) all future 
investments being made from market borrowings by the 
Railways (iii) Railways being reimbursed all losses incurred 
on traffic camed below cost. It would also follow that the 
Railways would concentrate on commercial and trunk routes 
and the investment needs of the backward areas would be the 
responsibility of the Central Government. Rough estimates 
show that against the annual budgetary support of about Rs 
1.400croretoRs 1,500 cmrereceived. atpresent, theRailways 
would be entitled to a compensation of atleast Rs 1,650 cmre 
annually on acwunt of subsidy afforded to certain traffic. 

39. The cost of market borrowing is high. The rate of interest 
on Tax Free Railway bonds is 9 per cent against the dividend 
rate of 6.5 per cent. There could be a valid argument that the 
generalexchequer should reimburse theRailways totheextent 
of this differential in rates. Railways, however, should ensure 
repayment of public borrowing in time. 

N (d). Capital Restructuring 

40. The pattern of Railway financing now in force is that 
the entire capital is provided by the general revenues through 
budgetary support as capital-at-charge. This capital is in the 
form of non-refundable interest bearing perpetual loans, albeit 
at an interest rate lower than the market rate. In the case of 
corporate bodies, whether in the private, joint or public 
sectors, equity capital attracts dividend only when surpluses 
are available, but as far as Railways are concemed, dividend 
is payable on the entire capital-atcharge, with a few 
exemptions, irrespeaive of the financial results of the years 
concerned. It may be argued that, the dividend rate being low, 
even a mix of equity and loans will nm give much relief to the 
Railways. All the same it needs to be examined whether there 
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is a case for splitting up the capital-at-charge of the Railways 
into debt and equity on some appropriate basis. 

41. Public Sector Enterprises which have been chrmicdy 
in the red are given the facility of capital re-structuring in 
appropriate cases as rehabilitation packages. The components 
of such packages include writing off of loans and interest 
thereon, conversion of loans into equity and grant of further 
interest holiday. Can such concepts be applied to the Railways 
to give them relief from the crippling burden of interest 
(dividend) payments? 

42. In the earlier attempt at re-structuring of capital on the 
Railways, elements sf over capitalisation anlwnthg to over 
a hundred crore of rupees were written off. Is it necessary to  
make a further review on these lines to eliminate the unnec- 
essary flabbiness that may have crep  into the railway capital 
Structure? 

43. On account of the capital-at-charge attracting dividend 
liability perennially, there are chunks of capital on which 
dividend paid to  the general revenues would have amounted 
to much more than the initial investments. Can such compo- 
nents of capital. say invested over thirty or forty years ago, be 
dropped from the books, in view of the social burdens borne 
by the Railways? 

44. Would it be possible or desirable to institute an amor- 
tisatim fund to enable the Railways to  write down the capital 
periodically? 

45. Can somemethods bedevised to give relief to thecapital 
structure of the Railways for the investments they have made 
in providing housing, medical and ncreational facilities and 
other service buildings which are not directly concerned with 
railway operations? 

46. Roads are built and maintained by the Government 
without any specific charge to the transport operators, except 
the levy of road tax on vehicles. It can be  argued that on the 
same lines the entire capital of the Railways invested on track 
and signalling should be transferred to the Central Govern- 
ment, who should also be respcmsible for bearing the cost of 
maintenance thereof. The Railways could perhaps pay a 
contribution to the general revenues for the use of these 
facilities. 

N (e). Tariff Policy 

47. Economic and fiiancial ccnsiderations make it 
imperative that the tariff structure be cost-based or cost- 
oriented, minimising the level of cross-subsidisation. It is also 
necessary to have a self-coneding mechanism to  periodically 
neutralise the unavoidable costescalations of inputs of the 
Railways. But past experience has shown that although tariff 
adjustments have taken place from time to time the service- 
wise breakup have not been cost based. This is so especially 
in the case of passenger services, with 89 per cent of revenue 
coming fran s e w d  class. Comp~tntions reveal that pas- 
sengerand other coaching services are subsidised to the extent 
of about Rs 1.400 crore. b this level of cross-subsidisation 
necessary or healthy? 

48. Fmm another angle, it is seen that this large amount of 
passenger loss is loaded into the freight rates, which a n  in 
almost all cases passed on to the consumers through the prices 
of commodities thereby adding to the inflationary pressure. 
While increases in the passenger fares are by and large 
nm-inflationary,incrcastam fnight raws haveaninflationary 
impad - direct as well as indirect. 

49. However much the economists and financial experts 
may wish to avoid cross-subsidisation and make each stream 
of traffic self-supporting, it may not be fully workable in our 
country for several years to cane.  With a substantial chunk 
of population below the povelty line, a d  another strata not 
very much above that line, it is a social necessity that their 
burden should be rninirnised through the mechanism of lower 
tariff rates of travel. 
No doubt, there are very valid arguments against the general 
tax payer or the freight user being made to bear the burden of 
subsidised fares. But this cannot be helped till such time as 
the economic levels are raised upwards sufficiently. 

Subsidies for Losses 

50. Would it not be fair to all concerned, if the tariff policy 
provides for freight rates (on goods traffic) being made just 
self-supporting, without having to cross-subsidise passenger 
services, thus eliminating the avoidable inflaticnary irnpad, 
and passenger fares being subsidised, through compensation 
from the Government? It may b e  out of place to  mention that 
in foreign countries, Railways are compensated in varying 
degrees (both in terms of capital financing and operating 
losses) for such social obligations. In 1988, such compensa- 
tion amounted to Rs 1,700 crore in British Rail. a b u t  Rs. 
10,000 crore in SNCF (French Railways), about Rs 14,000 
crore in DB (Federal Geman Railways) and about Rs 1,100 
crore in JRG (Japanese Railway Group)). It is  a moot point 
whether IR should also be compensated for the losses it incurs 
on second class passenger traffic, as a part of Government's 
social subsidies. 

Secrecy of Railway Budget 

51. Another issue which calls for a debate is about the 
traditional secrecy that is  being maintained in regard to the 
Railway Budget. Is it necessary to continue with this? Dis- 
closure of proposals for fare and freight rate adjustments 
cannot in any way lead to hoarding or speculations, o r  profit 
making and, therefore, it appears meaningless to continue 
observing this tradition. It may be worth while to bring about 
canplete openness and consullations in these matters. 

Tariff Revision Mechanism 

52. 1s there any need for a permanent tariff revision 
machinery being set up to examine and recommend modifi- 
cation in tariffs at regular intervals? Or in the alternative. is it 
adequate to get the tariff structure periodically examined by 
an expert Tariff Committee? 

TY (n. Passenger Sewices and Freight Movemen& 

Priwity between Freigk and Passenger trafic 

53. The available capcity on the Railways is s h a d  
bawecn its two streams of waffic-passenger and gods .  
Hitherto, because of capcity constraint and in the larger 
interest of the cummy,  p r e f m c e  has  bezn given to fteight 
traffic to avoid bot~lencckr in the devclopncnrnlproccss. Over 
the yean, the rising danand for passenger trains has nu hem 
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met in full, with the result that today. people are deananding 
more passenger trains h o s t  everywhere. The planning for 
additional passenger trains h a  been below the rate of growth 
of passenger traffic This explains the spectacle of over- 
crowding. Then there is also a sizeable unsatisfied demand 
where people take to other modes, in spite of their preference 
for a passenger train. 

54. Within given resources. a better satisfaction of the rising 
demand for passenger trains can only be at the cost of freight 
trafficand hencereasonablebalanceis to bestruck with freight 
getting priority. Or should therebe a shift of emphasis towards 
passenger traffic? 

Regulation of Passenger Traffi 

55. In view of the rising demand and the limited capacity, 
shouldmeasuresbetaken to regulate thedemand forpassenger 
trains which may inter-alia include higher tariff during busy 
season, staggering of summer holidays in schools and col- 
leges, cost-based fares. withdrawal of the existing concession 
and grant of cash canpensation by employers in lieu of leave 
travel concession or free travel facility wherever now 
admissible. 

Dedicated Rotdes 

56. Suggestions have been received for dedicated high 
speed corridors between important cities for passenger traffic. 
The investments for these would be collossal. In one of the 
studies it was estimated that the cost of providing high speed 
corridor between Delhi and Kanpur would be about Rs. 1,500 
crore at 1987 prices. With the same amount of money, much 
larger passenger demands could be met in the country. 

More of Second Clms Coaches 

57. Passenger traffic moves in different classes, graded 
according to facilities, comfort and capacity to pay. ' h e  
capcity in upper class passenger carriages is less than the 
second-class. A f i t  class A.C. coach has 18 berths, a first 
class coach has 26 berths, an A.C. sleeper coach has 46 berths 
whereas a second class sleeper coach has 72 berths, and an 
ordinary gerreral secondclass coach 90 seats. More passengers 
can be accommodated through a shift in production pro- 
gramme to provide for mane of second class, more of general 
second class coaches and less of sleeper coaches. This may 
not be to the liking of passengers who are used to upper class 
travel. 

Lasses on Suburban Sewices 

58. Within the passenger stream, there is an important 
category of suburban passenger (around metropoiitan areas of 
Ranhy,Calcutta and Madras) which accounts for58 per cent 
of the tola1 number of passengers on  the Railways. These 
s u b h  services suffer a loss of about Rs. 122 crores per 
year,due to highly concessianal monthly season tickets. While 
a decision has been takm that the nodal Ministry for future 
metropolitan transprt needs will be the Ministry of Urban 
Development, there is a case for the existing services also 
being run as separate entities with their own Accounu and 
Balance Sheets. It is also tobe deliberated whether the burden 

of heavy concession of season tickets should be borne by the 
employers or by the Local Self government or by the State 
Government? 

Computeriscd Passenger Resewalionr 

59. The system of passenger reservations has been cun- 
puterised in nine major cities. and computerisation in nine 
more centres is likely to be completed in the year 1990-91. 
With the completion of these, nearly 60 per cent of the train 
reservation m the Indian Railways would be on the computer. 
This facility has been appreciated by the public. Installation 
and maintenance of the computer system is expensive. In view 
of this should there be forther expansion of this network and, 
if so, shwld there be a surcharge on issue of tickets from these 
counters to recover cost? 

Station Amenilies 

60. There is' a persistent demand for improvement in 
passenger amenities at stations. Indian Railways have about 
7,000 stations. Provisions and upkeep of amenities is 
expensive. Larger allocation on this would need diversion of 
resources fmm other priority area. Whereas there is no 
denying that the basic amenities should be provided at all 
stations,the question is whether upgraded facilities involving 
substantially higher investments should be made available at 
important stations, based on the volume of traffic handled or 
on other consideration. Should the passengers at such sations 
pay a little extra in return for augmented amenities provide 
there? 

Congestion on Plalforms 

61. At busy stations. platforms are congested, causing 
inconvenience to passengers. It may be necessary to regulate 
the entry of relatives and friends, either by raising the price 
of platform tickets or by imposing a complete ban on entry of 
persons other than passengers except in deserving cases, like 
old, sick and handicappedpassengers. Should not the number 
of vending stall$ and trollies on platforms be also reduced to 
relieve congestion? 

Cafering on Trains 

62. Provision of food on the ~ n n i n g  train has always been 
a difficult job for the Railways, and passengersv reaaions to 
chaneesmade fromtime to time havebeenmixed. In the recent - 
years, in order to supply hot and hygienic food, casseroles 
wereintroduced through anetworkofupgraded base-kitchens. 
This has drawl mixed reactions, particularly because of its 
higher price due to cost of packing. Should it not be that the 
e~nphasis be laid on standardised clean f o d  packets instead 
of a variety of dishes to meet the individual tastcs, in view of 
the difficulties in preparation and service? 

Pantry Cars 

63. There is a persistent danand for more Pantry cars on 
express trains because of the long non-stop runs. But, this 
means withdrawal of a passenger canying coach, which could 
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accommodate more passengers. It is also to be considered consolidated train loads should move between nodal points, 
whether a small self-senicemterbepravided in themiddle which should have adequate infrastructure to serve as col- 
of the train, to bring economy in staff and also in space. lection and distribution centres. 'Ibis would provide inter- 

modal door-todoor service to smaller freight users through 
Rail Ydri  Nivas rail-road coordination. 

64. There are demandsformore YatriNiwases. like the ones Private Ownership of Wagons 
in Dehi and Calcutta. This has been found convenient by the 
passengers especially those belonging to middle income 68. There has been a suggestion that large freight users 
groups. But this would involve more capital outlay which can should own their wagons, to relieve the pressure on investment 
be used elsewhere for better amenities for Passengers by Railways, for which they should be suitably compensated 
belonging to lower income gmps .  by way of some rebate in the freight charge. This is already 

being done in the case of some special types of wagons. This 
Piecemeal Freight Troffi can be further deliberated upon. 

65. The unit of transport on a Railway is a train and not a 
wagon. The rising demand for freight traffic in a resource- 
crunch situation has been met through a shift towards block 
rake movement instead of catering to piecemeal traffic. This 
has left a large unsatisfied demand of railway users who can 
book only a few wagons at a time. If this demand is to be fully 
met. Railways would need many more wagons and locomo- 
tives,more yards,and it willalsocost more due tomuch higher 
wagon tum-round. 

66. However, to carry piecemeal traffic, effom are being 
made to prunote containerisation and inter-modal integrated 
transport, particularly for export cargo. through a separate 
organisation -ContainerCopmtion -formed forthe purpose. 
Should the pace of investment on containerisation be accel- 
erated? 

Nod01 Freight Statiom 

67. Even though some small stations have been closed for 
goods booking in the recent past, there are still a large number 
of stations open for booking of goods o f f e d  in wagon loads 
(smalls) or less that wagon loads. 'lhis i s  retarding the scale 
of operations and adversely affecting the overall rail transport 
output There is a strong view that certain 'nodal' rail-heads 
should be opened for ccnsolidating the smalls traffic bmught 
by road from the radius of. say. 100 to 200 kms. The 

Privofe Sidings 

69. A large chunk of goods traffic is loaded or unloaded in 
private sidings. If the handling facilities in these sidings are 
upgraded and mechanised, the wagon detentions can be 
minirnised thereby reducing the total requirements of wagons. 
This calls for additional effort and expenditure on the part of 
the users. Will the siding holders be ready to do  so? 

V Need for National Debate 

70. These are some of the important issues which have been 
exercising the minds at various levels of Govemment, Rail- 
way Management as well as the rail users. The purpose of this 
'paper' is to initiate a nation wide debate on the issues raised 
to enable us to achieve possible consensus. It is hoped that 
serious thought will be given to these issues by rail uses. 
transport experts, economists, the press and people from all 
walks of life. keeping in view. the people's expectations. 
within the framework of the overall interest of the national 
economy. The views and obsetva~ions received will help us 
greatly in formulating the future policies and programmes of 
the Railways on the basis of a more canprehensive. repre- 
sentative and realistic response fmm the people, in tune with 
our objective of an open Govemment. 

TABLE A. COMMODITY-WISE FREIGHT MOVEMENT (REVENUE TRAF~C) 1988-89 

Tomcs NU Tome Kilanctres 
Origi- (in Millions) 

Told Cul 
Raw Material f a  s te l  plants 
Pig Iron & Fished steel frcm &cel plants 
b m  Ore for cxpon 

P o o d g ~  
PatiliLcrl 
Pcrrolumr, Oil d Lubricants 
B.tncc: olha gwds 

Total Revmuc Earning Traffic 3 0 5  222,374 
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TABLE B TRAFFIC THROUGHPUT FOR REPRESENTATIVE YEARS 
(in millions) 

Passenger Total Freight 

Years Number Kilometres Tonnage Net Tonne Kilometres 
(PKMS) 

TABLE C. ASSET BASE OF RAILWAYS FOR REPRESENTATIVE YEARS 

Assets 1950-51 196061 1970-7 1 1980-81 1988-89 

Wagons (In 4. Wheel Unit) 208.43 1 322,839 472.862 53 1,585 524.93 1 
Coaches 13,109 20,178 24.676 27.478 27.73 8 
Steam Locos 8,120 10.312 9.387 7.469 3,826 
Diesel Locos 17 181 1.169 2,403 3,454 
Electric Locos 72 131 602 1,036 1.533 
Electrified Route Kms. 388 748 3,706 5,345 8,880 
Running Track Kms. 59.315 63,602 7 1.669 75,860 77,845 
Total Route Kms. 53,596 56,247 59,790 6 1,240 61.985 



HOUSEHOLD PURCHASES OF TEXTILES: 1972-1987 
A DISAGGREGATED ANALYSIS 

The Market Research Wing of the Textile Committee, Government oflndia, has been conducting, 
since 1969, a sample survey of purchases of textiles by households. In an earlier paper, we had 
presented the data at the all-India level. In this paper, we present the disaggregated data, first by 
urbanlrural areas and then further by income classes. There are marked and expected diflerences 
between the urban and rural areas: the per capita purchases in urban area are larger in quantity 
and better in quality as judged by their unit values. Probably somewhat unexpected is the result that 
this is true even of households in comparable income classes in urban and rural areas. These dif- 
ferences are largely confined ro purchases of cotton textiles. They are small and possibly are nar- 
rowing down'in respect of purchases of non-cotton and mixed fabric textiles. 

In an earlier paper [Divatia, 19901, we examined 
the levels and trends in the purchases of textiles 
by households over a period of 15 years from 1972 
to 1987. The analyis was confined to the all-India 
level only. In this paper, we pursue the analysis 
on the same lines, using the same source of data, 
and the same concepts, definitions, and analytical 
method, but now disaggregated first by 
urbWrura1 areas and then further by income 
classes. For easy reference to the urban-rural 
combined data, the Table numbers are kept, as far 
as possible, the same as in the previous paper. All 
the disaggregated data are not available uniformly 
for one and the same period. Hence, particular 
disaggregation is presented for the period for 
which it is available. For more explanation, please 
see the Technical Note at the end. 

ALL 'l'mnu3 

In Table 1 are given the estimates of household 
purchases of all textiles,'classifred by broad types, 
namely, cotton, non-cotton, and mixed/blended, 
separately for urban and rural areas. Side by side, 
are given the percentage shares of different types 
in the total purchases. It will be seen that, in urban 
area, the aggregate purchases increased from 
1530 million metres in 1974 to 4,117 million 
metres in 1987 which gives an annual rate of 
growth of 7.12 per cent. In rural areas, the 
aggregate purchases increased from 6,4 17 million 
metres in 1974 to 8,675 million metres in 1987, 
that is, at an annual rate of only 2.76 per cent. We 
shall presently turn to the reasons for the large 
difference in the rates of growth i n  the textile 

purchases in urban and rural areas. However, we 
may note that, in spite of this difference, the share 
of the rural purchases in the total textile purchases 
is still very large; it was 67.82 per cent in 1987. 

A major reason for the large difference in the 
growth rates of textile purchases in urban and 
rural areas is the fact that population in urban areas 
has been growing much faster than in rural areas. 
But, it is also possible that the per capita purchases 
in rural areas are increasing at a lower rate than 
in urban areas. To examine this, in Table 1 .l, we 
have presented the per capita purchases in urban 
and rural areas. It will be seen that the annual rate 
of growth (1974-87) of percapita purchases of all 
textiles together (col. 5 and 9) is lower in rural 
(1.06 per cent) than in urban (2.55 per cent) area. 
But the growth rates are different for different 
types of textiles. For cotton textiles (cols. 2 and 
6), the per capita purchases declined in urban area 
(0.56 per cent annually) and declined even more 
in rural (1.07 per cent) area; and as the cotton 
textiles are predominant, this gets reflected in the 
growth rates of al l  textiles taken together as 
mentioned above. But, annual growth rates are 
larger in rural than in urban area for both non- 
cotton (cols. 3 and 7) and mixed fabric textiles 
(cols. 4 and 8); they are 1 1.05 and 8.19 per cent, 
respectively in urban area and 13.17 and 11.93, 
per cent respectively in rural area, 

To see the differences between the urban and 
rural areas differently, and somewhat directly, we 
have expressed, in cols. 10-13 of the Table, per 
capita purchases in urban areas as multiples of per 
capita purchases in rural areas. For instance, in 

V.V. Divatia war the Statistical Advisor and later an Executive Director of the Reserve Bank of India. 
The author gratefully acknowledges the assistance given lo hun by the officers of the MRW of the Textile Commillec in 

theprepantion oftfiepresentpaper. In particular, hanks aredue toShri K. Gopalkrishnan. Statistician ofthcTextile Committee. 
Bombay. However, the responsibility for any errors and omissions and views expressed in the present paper is  wholly of the 
author. 
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1974, the per capita urban purchases of all textiles The difference between the growth rates in per 
taken together were a little below, 0.96 times, the capita quantities and values of purchases is 
rural purchases (col. 13). This may be a freak accounted for by the increase in prices or rather 
result. In 1975 and 1976, the per capita urban in the unit values. This may be seen from Table 
purchases were 1.09 times, that is, 9 per cent 1.3 in which are given the unit values of different 
above, the rural purchases. The multiple has types of textiles purchased in urban and rural 
fluctuated from year to year, from 1.16 to 1.37; areas. In cols. 6 and 11 are given the indexes of 
but there is a general trend to increase. In later unit values with 1980 as the base year. It will be 
years, the per capita urban ~urchases were at least seen that the rise in the index is similar in urban 
20 per cent above the rural purchases. But, this is and nual areas; 7.3 1 and 7.09 per cent per annum, 
not uniformly so for different types of textiles. respectively. In cols. 12-15, the unit values in 
The per capita purchases of cotton textiles in urban areas are shown as multiples of unit values 
urban area as multiples of those in rural area have in rural areas. It will be seen that the unit values 
probably increased but only slightly; those of in urban areas have been in all cases higher than 
non-cotton,after an initial increase, havedeclined in rural areas but that, while the differential, that 
particularly after 1981; and those of mixed fabric is, the difference in the quality of purchases, has 
textiles have declined over the whole period. increased in the case of unit values of cotton 

Returning to Table 1.0, it will be seen that much textiles, it has narrowed down in the case of 
of the difference in the growth rates of textile non-cotton and mixed fabric textiles. For all 
purchases in urban and rural areas is in the textiles taken together, the unit values in urban 
purchases of cotton textiles. The aggregate pur- areas have stayed 64 to 89 per cent above the unit 
chases of cotton textiles in urban areas increased values in rural areas presumably because of better 
at an annual rate of 3.88 per cent while in rural quality of textiles purchased in urban areas. 
areas by only 0.60 per cent. In comparison, the 
difference in the growth rates of purchases of CITlES. BIG TOWNS, AND SMALL TOWNS 

non-cotton and mixed fabric textiles is not much; The MRW publishes data on household pur- 
the annual growth rates for non-cotton textiles chases of textiles in urban area broken down into 
were 16.00 per cent for urban areas and 15.04 per cities, big towns, and small towns. The 
cent for rural areas; and, for mixed fabric textiles, classification of the urban population into cities, 
they were 12.98 and 13.86 per cent, respectively. big towns, and small towns follows the scheme 
Thus, the growth rates for non-cotton and mixed in the population censuses of 1971 and 1981 of 
fabric textiles are much larger than for cotton which details are given in the Technical Note 
textiles and the difference between the growth appended at the end. In the following, we shall 
rates for urban and rural areas is much smaller in briefly examine the differences between the 
the case of non-cotton and mixed fabric textiles cities, big towns,and small towns in the matter of 
than for the cotton textiles. As a result, the shift textiles purchases. The MRW also classifies rural 
from cotton to non-cotton and mixed fabric tex- population into highly developed, developed, and 
tiles is Beater in rural areas than in urban areas. undeveloped villages and gives data on textile 

In Table 1.2 are given the values of per capita purchases separately for the three classes. For 
purchases of textiles in urban and rural areas. reasons given in the Technical Note, we do not 
Because of the rise in prices of textiles over the propose to utilise this classification of the rural 
period, the growth rates in values of purchases are population. 
naturally larger than growth rates in quantities of In Table 2.1, we give the per capita purchases 
purchases. For instance, while the annual growth of cotton, non-cotton,and mixed fabric textiles in 
in Ihe per capita quantities of purchases of textiles cities, big towns, and small towns respectively. If 
in urban areas was 2.55 per cent, the growth in we examine Table 2.1 along with Table 1.1, we 
value of purchases was 13.36 per cent; the cor- see that the urban-rural differences are well 
responding growth rates for rural areas are 1.06 graduated between cities, big towns, small towns, 
and 11.78 per cent, respectively. and rural area. For instance, consider the per 
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capita purchases of all textiles taken together in 
a given year, say, 1987. They were 20.44 metres 
in urban area and 14.94 metres in rural area (Table 
1.1). Looking at Table 2.1, we see that they were 
29.3 1 metres in cities, 21.81 metres in big towns, 
and 16.72 metres in small towns, all above the 
14.92 metres in rural area. We may note that the 
differences are largely confined to purchases of 
cotton textiles and not so much of non-cotton and 
mixed fabric textiles. The annual rate of growth 
(1980-87) of per capita quantities of purchases of 
all textiles taken together was 3.23 per cent in 
urban area and 3.70 per cent in rural area (Table 
1.1) while, looking at Table 2.1, we see that it was 
6.67 per cent in cities (col. 5), 3.36 per cent in big 
towns (col. 9), and 1.57 per cent in small towns. 
Thus the urban-rural differential, in terms of 
quantities of per capita purchases of all textiles 
taken together, has a regular gradient from cities 
to big towns, to small towns, and finally to rural 
area. But, while the differential between the cities 
and ma1 area has been increasing over the years, 
that between big towns and small towns on the 
one hand and the rural area on the other has been 
declining. 

There is a similar gradient in the value of per 
capita purchases of all textiles taken together 
(Tables 1.2 and 2.2). For instance, the values of 
purchases in 1987 were: Rs 881.27 in cities, Rs 
710.96 i n  big towns, Rs 477.58 in small towns, 
(Table 2.2) and Rs 269.59 in rural area (Table 
1.2). The annual rate of growth (1980-87) of per 
capita value of purchases of all textiles taken 
together was 10.95 per cent in urban area and 
12.36 per cent in rural area (Table 1.2) while, 
looking at Table 2.2, we see that it was 14.12 per 
cent incities, 1 1.22 per cent in big towns, and9.51 
per cent in small towns. Thus, the urban-mal 
differential, in terms of value of per capita pur- 
chases of all textiles taken together, has a regular 
gradient from cities to big towns, to small towns, 
and finally to rural area. But, again, while the 
differential between the cities and rural area has 
been increasing, but now only moderately, over 
the years, that between big towns and small towns 
on the one hand and the nual area on the other 
has been declining. 

Thedifferences in unit values (Table2.3) within 
urban area are not very large. For instance, in 

1987, for all textiles taken together they were Rs 
30.07 per metre in cities, Rs 32.60 per metre in 
big towns, and Rs 28.56 per metre in small towns; 
but only Rs 18.05 per metre i n d  area. The rates 
of increase (1980-1987) are similar in all cases 
and the differences in unit values or in the the 
quality of the textiles purchased do not seem to 
have increased in the recent years. 

These several observations are based on the 
quantity, value, and unit values of all textiles 
taken together. But, as in the case of urban and 
~ a l  area, the composition of the purchases in 
terms of different types of textiles, namely, cot- 
ton, non-cotton, and mixed fabric, purchased are 
different in cities, big towns, and small towns and 
may have undergone some changes over the 
years. The interested reader may want to examine 
these data separately for cotton, non-cotton, and 
mixed fabric textiles and modify and /or elaborate 
some of the observations made in the above. For 
his convenience full data on quantities, values, 
and unit values are presented in Tables 2.1,2.2 
and 2.3, respectively. 

We shall now examine the differences between 
the purchases of cotton textiles in urban and rural 
areas. In Table 3.0, we give the quantities of 
aggregate purchases, in urban and rural areas, of 
cotton textiles broken up into mill-made, pow- 
erloom, handloom, khadi, and hosiery. It should 
be noted that while the series for purchases of all 
textiles given in Table 1.0 covered the period from 
1974 to 1987, the series given in Table 3.0 for 
purchases of cotton textiles covers the period 
from 1980 to 1987 because for the period from 
1974 to 1979 reliable data are not available 
separately for mill-made, powerloom and hand- 
loom textiles. For further explanation, please see 
the Technical Note. Even in 1980 and 1981, 
purchases of mill-made and powerloom textiles 
(Cols. 2 and 3) do not seem to be properly 
distinguished, much of powerloom textiles being 
classified as mill-made. For this reason, the 
growth rates (G.R.) shown at the bottom of Col. 
2 are for mill-made and powerloom textiles taken 
together. The separation between mill-made arid 
powerloom from 1982 onwards seems to be 
reliable. 
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It will be seen that the purchases of mill-made value, the annual growth is higher in urban area 
and powerloom textiles together increased at an (7.02 per cent) than in nual area (6.40 per cent). 
annual rate of 1.46 per cent in urban area and It means that, in the rural area, while the per capita 
actually declined at an annual rate of 2.79 per cent quantities have increased, there is shift towards 
in rural area. But, judging by the separate figures lower valued materials. As we have already not- 
for mill-made and powerloom textiles since 1982, iced, the shift from mill-made to powerloom and 
while the purchases of powerloom in urban area handlooms, which have somewhat lower unit 
were only about half of mill-made textiles, they value, is greater in rural area than in urban area. 
were more than twice in rural area. In 1987, the We shall presently examine the unit values of 
mill-made and powerloom textiles constituted different types in the two areas. 
43.61 and22.33 per centrespectively (Cols. 8and In cols. 14-19 of the Tables 3.1 and 3.2, the per 
9) of purchases of all cotton textiles in urban area, capita purchases in urban and rural areas are 
they constituted 20.44 and 38.02 per cent, directly compared by expressing the urban pur- 
respectively in rural area. chases as multiples of the wal.  It will be seen that 

Handloom textiles also seem to have a different though, in terms of quantities, the multiples are 
position in the urban and rural areas. In the urban somewhat fluctuating, they have generally 
area, they increased at an annual rate of 14.93 per increased in value terms. It means that in com- 
cent while, in rural area, at 25.83 per cent. In 1987, parison to urban area, there is a shift in rural area, 
they constituted 22.50 and 30.42 per cent of not only so lower valued types such as from 
purchase of all cotton textiles in urban and rural mill-made to powerloom and handloom, but 
areas, respectively. within each type to lower valued materials. 

Purchases of khadi are on the decline in both Handloom seems to be an exception where the 
urban and rural areas; but more so in the rural area per capita value of purchases in urban area as 
(12.37 per cent per annum) than in urban area multiple of purchases in rural area has declined 
(7.59 per cent). In 1987, their share in the pur- over the years. 
chases of all cotton textiles was just 1.05 per cent In Table 3.3 are given the unit valuesof different 
in rural area and 0.61 per cent in urban area. types of cotton textiles purchased in urban and 

Hosiery ison theincreasein both urban and rural rural areas. In cols. 14-19, the unit values in urban 
area and at about the same rate; 11.34 and 11.39 area are expressed as multiples of unit values in 
per cent per annun1 respectivety. In 1987, it rural area. It is clear that the unit values of urban 
constituted 10.95 and 8.56 per cent of purchases purchases are higher than those in rural area; but 
of all cotton textiles in urban and mal areas, there is no evidence of the differential widening 
respectively. over the years. The annual rates of increase in the 

Purchases of all cotton textiles taken together unit values ape more or less similar in the two 
increased at the annual rate of 4.39 per cent in areas. 
urban area and 2.84 per cent in rural area (over Khadi seems to bean exception. The unit values 
the period 1980- 1987). But part of the difference of khadi have increased at an annual rate of 5.25 
is because the growth rate of population in urban per cent in urban area and by as much as 10.89 
area is more than in rural area. To eliminate this per cent in nual area. 'his is also reflected in 
difference, we should compare the per capita Tables 3.1 and 3.2. The per capita purchases of 
purchases. This is done in Tables 3.1 and 3.2 khadi have declined both in terms of quantity and 
where we give per capita purchases of cotton value. But the difference between the rates of 
textiles of different types both in terms of quantity quantity and value sf purchases is much larger in 
(Table 3.1) and in terms of value (Table 3.2). It rural area than in iuban area; in urban area, the 
will be seen that the annual rate of growth of per annual rate of decline is 11.02 per cent in terms 
capita quantity of purchases of all cotton textiles of quantity and 10.33 per cent in terms of value. 
together, in terms of value, is lower, not higher, The corresponding rates for rural area are 13.77 
in urban area (0.52 per cent) than in rural area and 4.41 per cent respectively. This deserves a 
(1.20 per cent). On the other hand, in terms of more careful examination. 
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We may next proceed to household purchases 
of non-cotton textiles, namely, pure silk, art silk, 
woollen, acrylic, nylon and polyester. All taken 
together (Table 1 .l , cols. 3 and I), the annual rate 
of growth (1974-87) in the aggregate purchases 
of non-cotton textiles is somewhat higher in rural 
area (13.17 per cent) than in urban area (1 1.05 per 
cent). Surprisingly, even in pure silk (Table 4.0, 
cols. 2 and 13 ). the annual rate of growth 
(1976-87) is higher in rural area (18.38 per cent) 
than in urban area (1 1.85 per cent). On the other 
hand, in art silk (cols. 3 and 14), the annual rate 
of growth in rural area (10.16 uer cent) is much 

purchases (Table 4.2) are naturally higher than 
the rates of growth of quantities of per capita 
purchases because of the general rise in unit 
values over the period. But this does not affect 
much the value of per capita purchases in urban 
area as multiplies of those in rural area (cols. 
16-21). This is because the increase in unit values 
is similar in urban and rural area. In fact, there is 
some evidence that the increase i n  unit values is 
somewhat smaller in rural than in urban areas and 
that therefore ~ b a n - ~ a l  differential in terms of 
per capita value of purchases is narrowing down 
somewhat more than in quantity terms. 

MDtED FABRIC TEXTLES 

lower Ulan in urban area (13.10 per k t ) .  Possi- Among mixed fabric textiles, polyester- 
b l ~ ,  some ofthe pun'hasesofmsilk in m a l m a  cotton is fie principal variety and its share in 811 
have been reported as of pure silk. We should note mixed fabrics has been increasing both in 
however that the annual growth rate of woollens in =ban area, it increased from 
(cols. and l5) 'Iso is higher in rural 82-83 per cent in 1976 to 88-13 per mnt in 1987 
ana('6.06percent)lhan in urban m ( 1 3 . 4 0 p  and, in rurd area, from 80.30 per cent in 1975 to 
cent)' The and in the expectd 85.60percentin 1987 (Table 5.0). In fact, in 1987, 
direction, is in the matter of purchases of nylon among aU types of textiles, polyester-cotton was and polyester textiles. The annual rate of growth the second most important both in urban and mal 
of purchases of nylon textiles (cols. 5 and 16) in 
rural area (12.37 per cent) is almost five times of area; after mill-made cotton in urban area and 

that in urban area (2.58 per cent). 1n.polyester after powerloom cotton in rural area. Polyester- 
(cols. 6 and 17) also the annual rate of growth is wool and polyester-viscose are negligible while 
considerably higher in mal area (28.95 per cent) the share of unspecified mixed fabrics is declining 
than in urban area (21.92 per cent). in both urban and rural areas. 

The higher rates of growth of non-conon pur- The annual rates of growth in aggregate Pur- 
chases in rural area comes outmore sharply when chases of all varieties of mixed fabric textiles are 
we the purchases on a per capita basis similar to those in the purchases of nOn-COUOn 
(Table 4.1) h a u s e  the rate of growth of pop textiles. In particular, as in the case of non-cotton 
ulation in is smaller than in urban area. textiles, they are somewhat higher in ~ a l  than in 
For instance, the annual rate of growth of p r  urban area. Again, because the increase in rural 
capita purchases of pure silk (col. 2) in rural area po~la t ion  been slower than in urban POP- 
is  15.65 per cent compared 7.17 per cent in ulation,thedifference betwecnrates of growth in 
urban area. Of course, this does not mean that per urban and nml areas becomes enhanced when the 
capita purchases of puresilk in rural area is higher purchases are considered on a per capita basis 
than in urban area; but it does mean that rle urban (Table 5.1). In consequence, the urban-rural dif- 
-ncral differential is narrowing down. For ferentiais seen when the per capita purchases in 
instance, the per capita urban purchases of pure urban area are expressed as multiples of rwal 
silk in urban area as a multiple of it in rural area purchases arc narrowing down (cols. 12 and 16). 
(col. 16) was a little under 10 in 1980-82 and it Because of the genera1 rise in unit values. the 
came down to under 5 in 1986-87. This is more rates of growth in per capita purchases in value 
or less m e  of per capita purchases of other types terms (Table 5.2)are higher than those inquantity 
of non-cotton textiles. terms. Fwther,because r&e unit values of all types 

~eannual~ofgrowDhofvalueofpercapita are somewhat higher in urban than in rml area 
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(Table 5.3. cols. 12-16), the urban-rural differ- 
ential in value terms is larger than in quantity 
terms (Tables 5.1 and 5.2; col. 16). But, the annual 
rise in unit value (Table 5.3) of polyester-cotton 
is slightly smaller in rural (3.75 per cent) than in 
urban area (4.26 per cent) and the annual rise in 
the unit values of unspecified mixed fabric tex- 
tiles isslightly higher in nual(10.36 per cent) than 
in urban area (10.30 per cent) so that, on balance, 
the trend in the urban-rural differential in value 
terms is similar to the differential in quantity 
terms; both show signs of declining over the 
years. 

PURCHASES OF SOME SPECrmED lTEMS OF TWTlLES 

We may now examine urban-rural differences, 
if any, in the purchases of some specified items 
of textiles. The items are: dhoties, sarees, long 
cloth/ sheeting1 grey cloth, shirting1 poplin1 patta 
cloth, coating1 suiting, ladies' dress material, 
chaddar/ bed sheet/ bed cover, towels/ turkish 
towels, readymade garments, hosiery goods, and 
others. Figures for these items are given for all 
types of fabrics, that is, cotton, non-cotton, and 
mixed fabrics, together and not separately for 
each type. In Table 6.1 are given the quantities of 
their aggregate purchases (cols. 2-12) and unit 
values (cols. 13-23), and, in Tahle 6.2, the value 
of purchases (cols. 2-13) and the shares of dif- 
ferent items in the value of of all purchases (cols. 
13-23), i n  urban and rural areas respectively. In 
these Tables, 'others' (cols. 12 and 23) mean 
'other than the specifieditems'. In col. 23 of Table 
6.2 is given the value of their purchases as per 
cent of the value of the purchases of aIl textiles 
taken together which is about 5 per cent in urban 
area and under 10 per cent in rural area. In other 
words, the p i f i e c i  items account for almost 95 
per cent in urban area and over 90 per cent in rural 
area of the value of purchases of all textiles. 

Dhoties and sarees account for about one-third 
of purchases of all textiles in value terms. But, in 
comparison with wees, dhoties is a much smaller 
item; moreover, it is on the decline. In spite of the 
increase in population, the aggregate quantities of 
dhdxies purchased in urban area (Table 6.1, col. 
2) have more or less remained constant and, as a 
result, their value as a percentage of the value of 
purchases of a l l  textiles (Table 6.2, col. 13) 

declined from 2.98 per cent in 1978 to 1.66 per 
cent in 1987. In rural area, the quantities of 
aggregate purchases of dhoties actually declined 
at an annual rate of 0.72 per cent and their value 
as per cent of the value of purchases of all textiles 
declined from 11.12 per cent in 1978 to 6.29 per 
cent in 1987. The unit values of dhoties (Table 
6.1, col. 131, as of all textiles, have k e n  higher 
in urban area than in rural area. Moreover, the unit 
values have increased at a higher annual rate in 
urban area (8.84 per cent) than in rural area (6.69 
per cent). Consequently, the urban-rural differ- 
ential in the quality of dhoties purchased has 
widened over the 

The case of sarees is different. The aggregate 
quantities of their purchases have increased both 
in urban and rural areas and at about the same 
annual rate; 7.43 per cent in urban (Table 6.1, col. 
3) and 7.06 per cent in nual area (Table 6.1, col. 
3). In urban area, the value of purchases of wees  
as a percentage of the value of purchases of all 
textiles has fluctuated (if we omit 1978) between 
35.34 and 38.05 per cent (Table 6.2, col. 14) 
without a clear evidence of either a systematic 
increase or decline. However, in rural area (Table 
6.2, col. 14), the same has increased from 19.81 
per cent in 1978 to 27.38 per cent in 1987. The 
unit 'values of sarees (Table 6.1 col. 14) in rural 
area are  almost half of what they are in the urban 
area but they have increased at about the same 
annual rate, 9.17 per cent in urban area and 9.62 
per cent in rural area, and the urban-ma1 differ- 
ential in the quality of sarees purchased has not 
widened over the years. 

Two other important items are shirting/poplin/ 
patta cloth and coating/ suiting (Table 6.1, cols. 
5 and 6). The quantities of their purchases have 
grown at about the same annual rate in urban area 
(3.47 and 3.56 per cent respectively) and at 
somewhat lower rates in rural area (2.60 and 2.09 
per cent respectively). But the value of their 
purchases as percentage of the value of purchases 
of all textiles has declined in urban area; in rural 
area, the same also declined in respect of shirting, 
etc. but remained more or less unchanged in 
respect of coating, etc. (Table 6.2, cols. 16 and 
17). The unit values have been higher in urban 
than in nual area (Table 6.1, cols. 16 and 17); but 
they have increased at a somewhat higher rate in 
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rural than in wban area so that the urban-rural groups. It will be seen that, in 1987, the per capita 
differential in the matter of quality of material purchases of all textiles taken together in urban 
used has narrowed down. area were were 12.04 metres in the lowest income 

Another important items, though of a somewhat class and 39.44 metres in the highest income 
smaller size, is ladies' dress material (Table 6.1 class; that is the per capita purchases in the highest 
col. 7). The quantity of its purchases increased at income class were 3.28 times those in the lowest 
a considerably higher annual rate in urban area income class. Further, the unit value of the pur- 
(5.78 per cent) than in nual area (3.82 per cent). chases in the highest income class was 1.82 times 
In value terms, it constitutes about 10 per cent of that in the lowest income class. It means that the 
the value of purchases of d l  textiles, slightly households in the highest income class purchases 
lower in urban than in rural area (Table 6.2, col. larger quantities of higher valued textiles. As a 
18). The unit values have been higher in urban result, the value of per capita purchases in the 
than in nual area; but the differential has not highest income class was almost 6 times that in 
widened over the years. the lowest income class. This relation between 

Finally, we may examinethe incidenceof textile income and the quantity and quality of the textile 
purchases. In Table 9.0, we present percentages purchases is well graduated over the several 
of households, in urban and rural areas, reporting income classes and, with minor variations, pre- 
at least some purchase during a year. These are vails in all the years. As mentioned above, the 
shown separately for different types of textiles. incomeclasses are not comparable over theyears. 
Almost 95 per cent of the households, in both But, on a comparison between the lowest and the 
urban and ~ a l  areas, report purchases of cotton highest income classes in a year, it seems that the 
textiles each year. There is little difference in this difference between the two is widening over the 
matter between urban and rural areas. Next most years. Forinstance,in 1976, thevalueofpercapita 
common is poiyester cotton; almost 80 per cent purchases of textiles in the highest income class 
in urban area and 60 to 70 per cent in nual area was about 5 times that in the lowest income class 
have reported purchases of polyester-cotton each while, in 1987, it was almost 6 times. 
Year with the percentage in rural area increasing There is a similar relation between income and 
over the Years. Percentages of ho~seholds textile purchases in rural m, but, probably, the. 
reporting other types of textiles are smaller, and differences between the income classes are 
smaller in rural area than in urban area. somewhat less sharp than in the urban area (Table 

HOUSEHOLD PURCHASES BY INCOME OROWS 

MRW surveys provide data on household pur- 
chases of textiles by income groups. It should be 
noted that the income groups are at current prices 
and hence that they are not comparable over the 
years. Therefore, the comparisons between dif- 
ferent income classes should be only for a given 
Year. 

In the previous paper [Divatia, 19901, we noted 
that, in all years, there exists a strong relation 
between income and purchases of textiles. Our 
interest now is to examine whether this connec- 
tion is similar in both urban and rural areas. In 
Tables 7/U and 7/R, we give, for urban and rural 
area respectively, per capita quantities (cols. 2-8), 
per capita values (cols. 9-15), and unit values 
(cols. 16-22) of purchases of all textiles taken 
together by households in different income 

7R). In 1987, the estimates for the highest income 
classes, namely, Rs 60,OOO-t is out of line prob 
ably because of too few observations. We may 
therefore compare the next highest income class, 
namely, Rs 40,000 - 59,999 with the lowest 
income class. The value of per capita purchases 
in  this income class, in rural area, was 4.34 times 
that in the lowest income class while, in urban 
area, it was 4.67 times. Of course, in all income 
classes, with a few exceptions, the per capita 
textile purchases and their unit values are lower 
in the rural area than in the urban area. 

In Tables 7.1,7.2. and 7.3 we give, for urban 
and rural areas separately, similar data for per 
capita purchases of cotton, non-cotton, and mixed 
fabric textiles. The relation between income and 
the purcRases of different types of textiles and the 
urban-nnal differences in that respect, are similar 
to those in per capita purchases of all textiles taken 
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together (Table 7). The interested reader may 
want to examine these data more closely. 

In Table 8, we give the percentage of total 
income spent on purchases of textiles by house- 
hold in different income groups. The data are 
available only for the period 1984-87. As is to be 
expected, in all the years, the percentage o f  
income spent on textile purchases decreases as we 
move from low income to high income house- 
holds. This is true both in urban and rural areas. 
However, we should note that, in each income 
group, the percentage of total income spent on 
textile purchases is lower in nual area than in 
urban area. It means that the the relatively smaller 
quantities and values of per capita textile pur- 
chases in rural than in urban area, noted in the 
above, is not entirely due to the fact that the 
average income of rural households is lower than 
of urban households. 

We have earlier noted thatalmost all households 
purchase some fabrics during a year (Table 9.0). 
Of course, this could not be true of all income 
classes. The relevant data are available only for 
the year 1987 (Table 9.1). The most frequently 
reported purchases are of cotton, cotton polyester, 
and polyester in that order in both urban and rural 
areas. As is to be expected, for almost all fabrics, 
the proportion of households reporting some 
purchase during the year is smaller in rural than 
in urban area and this is true of all income classes. 
The notable exception is the purchase of art silk 
in higher income groups of Ks 40,000 - 59,999 
and Rs 60,000+. The proportion of households 
reporting purchases of art silk in these income 
classes is higher in rural than in urban area; 43.42 
and 63.86 per cent respectively in rural area 
compared to29.33 and 30.88 per centrespectively 
in urban area. 

For almost all items, the proportion of house- 
holds reporting some purchase during the year 
increases as w e  move from lower to higher 
income groups and, except for some statistical 
aberrations, the progression is everywhere 
smooth. Again, this is true of both urban and rural 
area. In fact, in the case of polyester cotton, the 
progression in the incidence of purchases is 
somewhat steeper in rural than in urban area. The 
real irregularity is to be seen in the purchase of 

pure silk in rural area. The proportion of house- 
holds reporting some purchase of pure silk jumps 
from 9.5 1 per cent in the income group Rs 20,000- 
39,999 to 39.55 per cent in the income group Rs 
40,000 - 59,999 and then comes down to4.24 per 
cent in the income group Rs 60,0001.. The middle 
figure is obviously suspect. It is also noteworthy 
that, in nual area, while the incidence of pur- 
chases of woollen, cotton viscose, polyester 
woollen, polyester viscose, and other mixed 
fabrics increases from lower to higher income 
groups, there are no households reporting pur- 
chases of these types in the higher income group, 
namely, Rs 60,OOO-t. Possibly, the number of 
households in this income class is too small to 
catch reporting of purchases of these items. 
Incidence of purchases of acrylic in rural area is 
small and irregular and there are no households 
reporting purchases of acrylic in income classes 
Rs 40,000 - 59,999 and Rs 60,000+. 

URBAN SHARE IN HOUSEHOLD PURCHASES OF DIFPERJS'I' 
TYPES OPTEXTILES 

We had earlier noted that, in spite of the much 
lower rate of growth of textile purchases in rural 
area (2.76 per cent) as compared to urban area 
(7.12 per cent), purchases in rural area still 
accounted for 67.82 per cent of all textile pur- 
chases in 1987. But, as we have now seen, not for 
all types of textiles, are the rates of growth lower 
in rural than in urban area. Hence, it may be useful 
toexamine the urban/rural shares in the purchases 
of different types of textiles and, in particular, 
how these have moved over the years. 

In Table 10.0, we give the urban shares in the 
total quantities of purchases of different types of 
textiles; that is, purchases in urban area as per- 
centages of urban + rural purchases. Taken all 
textiles together (col. 20), the urban share has 
gradually grown over the years, from 19.25 per 
cent in 1974 to 32.18 per cent in 1987; the reason, 
as already noted, is that the proportion of pop 
uhtion living in urban area has been growing and 
further that the urban-rural differential in terms 
of per capita purchases has been growing over the 
years. This is also true of all cotton textiles taken 
together (col. 7); the urban share increased from 
17.12 per cent in 1974 to 27.36 per cent in 1987. 
However, within the cotton group, there are 
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different trends. The urban shares in purchases of TECHNICAL NOTE 

mill-madecloth andalso of ~ O W C ~ ~ O O ~  cloth have Sampling Design: In the Technicaf Note 
f lucaaw; but there indications its to the previous paper [Divatia, 19901, 
declining in mill-made ~ 1 0 t h  and increasing in we described sampling design md noted that 
powerloom cloth (~01s- 2 and 3; for reasons earlier design had remaind basically fie same but 
explained, we should neglect figures for 19Wand th;jt the sample panel was expanded from time to 
1981). The urban in handloom (col. 4, time. In the context of the disaggregation into 
declined fronl33.96 per cent in 1980 to 20.88 per U T b a n m l  and urban further into cities, big and 
cent in 1983 but since then has renained steady towns, in this paper, we to 
around 20.0 per cent. The urban share in hosiery now that the population size groups, defining 
declined from 29.06per cent in 1980 to 24.83 per such disaggregation, evolved in 1969 underwent 
cent in 1986; the sudden rise to 32.52 per Cent in changes from thne to time. The 1969 population 
1987 seems to be freakish. size groups were changed in 1977 using 1971 

The urban share in all non-cotton t~xtiles taken Census of Population data. Again, around early 
together (col. 14) increased from 35.19 Per cent 1980s, estimated 1980 population figures began 
in 1974 to 60.40 per Cent in 1981 but thereafter to be used. Fin Jly, in 1987, 1981 Census data 
declined to 45-12 per cent in 1986; the smdl were used and one more population size group 
increase in 1987 is probably not indicative of any was add& to the earlier seven groi1ps. The -- 
i n ~ ~ e a s e  in future. AS earlier mentioned, a part of piing scheme given in the previous paper [Divatia, 
the reported purchases of pure silk in rural area is 19901 was based on the 1961 Population Census 
likely to be of art silk and hence we shall not population size groups. Here (see following page) 
comment on urban shares in pureand art silk (~01s. we present the sampling scheme as it evolved in 
8 and9). The twoother important items are, nylon 1977 and 1987 using the population size groups 
and polyester. The urban shares in both show of the 1971 and 1981 population censuses 
much fluctuations but there is evidence, in both respectively. 
cases, of their declining. Notice that while the design was to select equal 

The urban shares in mixed fabric textiles have number of households from each centre selected 
fluctuated without any clear indication of from a population size group, evidently this was 
increase or decline. not possible for the the 6th and 7th size groups 

In Table 10.1, we give urban shares in the based on the 1981 Population Census. While the 
quantities of purchases of some specific items of sampling design is generally satisfactory, some- 
textiles. For instance, in 1987, the urban share of time it seems be dismrted for the sake of 
purchases of dhoties was 13.86 Per cent (~01.2) administrative or some other convenience. For 
and, of sarees, 36.46 per cent (col. 3); both have instance, the 1987 Report states: "In the first 
increased only slightly over the years. The highest instance, the consumer panel in the western region 
urban share is in readymade garments (~01. 10) were taken up. During the year 1987 consumer 
and it increased from 23.89 per cent in 1978 to panel in 5 new urban centres and 18 rural centres 
39.76 per cent in 1987 with much fluctuation in in the westem region were added to the existing 
between. The urban shares in towel/ turkish towel consumer panel" [p. 1471. This type of adjust- 
and in hosiery also increased. In most other cases, ments after rhe selection of (& sample is not 
there is no clear indication that the urban share advisable. 
either increased or declined over the years. A comment on the classification of the urban 

Here is thus a wealth of statistical &la on the population intocities, big townssand small towns, 
h~wehold purchases which the Market Research is necessary. MRW does not define these cate- 
Wing of the Textile Committee, Ministry of gories in tenns of population size groups and, 
Textiles, collects in an annual sample survey and though this is nowhereclearly stated, we presume 
publishes every year. The p q s e  of this paper, that centres selected from any given population 
as of the pfevious one, was to bring to light this sizegroupareaiwaysuniquelyclassifiedascities/ 
information and indicate some lines of analysis. big towns/ small towns for d l  the years for which 
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the population size classification remains with each such category as a stratum. Besides the 
unchanged; otherwise, comparability of esti- classification is based on the dubious criterion of 
mates for citiesbig towns/small towns will not be p, village income data (presumably household 

Over the years' incomes). It is also not possible to aggregate the MRW makes a further classification of villages 
into highly developed, developed, under- estimates of these village categories at the rural 

develod, and bzkward ~~t this is a level because data for weighting are not available. 
classifkation of only the select2 villages and not 'hese sub-classifications of N*ll areas are 
of all the villages from which sampling is drawn therefore omitted from the analysis here. 

SAMPLING SCHEME 

Population Numbu of Centres Number Hmseholds Toul 
Sue  Group Selectcd Sclectcd in lIcuscholdr 

1971 each C m  S e l d  

I. Toms & Citics 

(1) >30 lakh 3 3 
(2) 15-30 1.Lh 4 2 
(3) 75-151rkh 4 3 
(4) 3-75 ldth 32 10 
(5) 1-3 lakh 99 10 
(6) < 1 lakh 2779 30 

- -  

Totel Urban 

II. Villages 6 lakh 100* 20 2000 

Population Number of Centres Number Households Totrl 
Size Group Selected Selcctcd in Households 

1971 each Centre Sclcctcd 

I. Towns &Cities 

(1) >SOlakh 3 3 300 900 
(2) 20-50 lakh 4 2 300 600 
(3) 10-20 1akh 5 5 160 800 
(4) 5-lOlakh 28 9 150 1350 
(5 )  2-51akh 62 9 50 450 -. 

i6j  1-218kh 114 9 480 
(7) c 1 lakh 3029 26 1280 

Total Urban 63 5860 

II. Villages 557Lakh 118 2360 

* Ofthcsc, only 86 villages w a e  covcnd in 1977. 

Changes in population size groups in 1977 and 
1987 could raise the question whether the esti- 
mates for cities, big and small towns are com- 
parable over time. However, it may be noled that 
the number of selected centres in the top two 
population size groups has not changed, although 
the size groups have changed. Further the top five 
selected centres continue to be the same, viz., 
Bombay, Calcutta, Delhi, Madras, and Ahme- 
dabad. Right up to number 20 on the list of 
selected centres given in the 1977 and 1987 
MRW's Reports on Conswner Purchases of 
Textiles there is only one change of town. The 

ranks have undergone a few changes between the 
6th and 20th town on the list. It is mostly in the 
lower population size groups that major changes 
have taken place. Therefore, it is likely that only 
some small towns and villages have gone over to 
one higher category of the population size groups. 
In view of this, there may not be much disturbance 
in the comparability of estimates for cities/ big 
towns/ small towns over the years. Nevertheless, 
it is desirable that they are used with caution and 
only broad classificatory data are used for anal- 
ysis. On their part, MRW should define cities, big 
towns, and small-towns in terms of the population 
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size groups and ensure that, so long as the pop 
ulation size-groups remain unchanged, the 
selected centres are not shifted from one category 
to another. 

In the present paper, we have tried to present 
the urban/rural break up of the several sets of data 
for the same periods for which the all-India data 
were given in the previous paper [Divatia, 19901. 
But, this has not been always possible. For 
instance, while the per capita estimates of quan- 
tities and values of textile purchases of different 
types were earlier given for the period 1972-87, 
in this paper they are given for the period 1974-87. 
Again, while the aggregate household purchases 
of cotton textiles were earlier given for the period 
1976-87, in this paper they aregiven for the period 
1980-87; but now we have given estimates of per 
capita purchases as well. Similarly, while the 
aggregate household purchases of non-cotton and 
mixed fabric textiles were earlier given for the 
period 1975-87, they are now given for the period 
1976-87, again, adding per capita estimates. 
Aggregate quantities and values of household 
purchases of specific items of textiles were earlier 
given for the period 1975-87; now they are given 
for the period 1978-87. Estimates for different 
income groups were earlier given for the period 
1974-87; now they are given for 1976-87. In most 
of these cases, the estimates for earlier years were 
either not available or the break ups were not 
compatible with the respective overall figures. 
For instance, the 1977 Report of MRW, in its 
Table 2.5 (p. 10) gives a figure of 72.51 metres 
and value of Rs. 485.73 for per household pur- 
chases of cotton textiles in urban areas. Table No. 
11-2 @. 275) which givesper household purchases 
of mill-made & powerloom, handloom, Khadi 
and hosiery, add up to 67.42 metres and a value 
of Rs. 445.86. Similar differences exist for rural 
areas also. 

Finally, we may note that Unit Values are 
derived from 'aggregate' figures of quantities 
purchased and values thereof, and not from per 
capita estimates although they are given along- 
with per capitaestimates. The per capitaestimates 
are rounded to 2 decimal places. Therefore, if the 
unit values are derived from the per capita esti- 
matesof quantities and values, they may not quite 
agree with the unit values as given in the several 

Tables. 
Distributions of Households, Population, and 

Income, by Income Groups: Apart from the mass 
of data on household purchases of textiles that 
MRW collects through its annual surveys, some 
data on household characteristics such as size and 
income are also collected. These data are col- 
lected at the house-listing stage in the selected 
blocks in the cities, towns, and villages and thus 
involve a much larger sample than that used for 
filling up more detailed questionnaires. In par- 
ticular, we have, for both urban and rural areas, 
distributions of households by income groups 
(Table 1 1.1), and average size of households in 
different income groups (Table 11.2). By 
combining the two, we shall derive distribution 
of population by household income groups (Table 
11.3). These data are presented for the period 
1981-87. We should emphasise that what we have 
i n  Table 13.3 is not the distribution of population 
by income groups but of population in the 
households belonging to different household 
income groups. 

Besides, we have already presented data on the 
proportion of income spent on purchases of tex- 
tiles by households in different income groups for 
the years 1984-87 (Table 8). We also have value 
of aggregate purchases of textiles by households 
in different income groups. Earlier, we have 
presented these data on a per capita basis for the 
years 1976-87 (Tables 7/U and 7/R). Here we 
present the aggregate values for the years 1984-87 
(Table 12.1). By combining Tables 8 and 12.1, 
we shall derive the distribution of household 
income by household income groups (Table 
12.2). 

Our interest is in comparing the distribution of 
households (Table 11 .I), distribution of popula- 
tion (Table 11.3). and distribution of household 
income flable 12.2) in different household 
income groups. For convenience of comparison, 
we bring the three distributions together, sepa- 
rately for urban and rural areas (Tables 13. l ,  13.2, 
and 13.3, Um), for the common period 1984-87, 
expressing them in percentage terms and giving 
side by side the cumulative percentage distrib- 
utions. 

In the previous paper [Divatia 1990, p. 3491, we 
compared the distribution of households with the 
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distribution of income. The comparison, though area was Rs 20,000; 11.68 (100.00 - 88.32) per 
useful, misses the fact that the households in cent of the households had annual income of Rs 
higher income groups are of larger size (Table 20,000 or more. They accounted for 17.31 
11.2) and thereby overstates the income (100.00 - 82.69) per cent of the rural population 
inequality. In the context of urban/ rural corn- (Table 13.2/R) and 35.47 (100.00 - 64.53)per cent 
parison, there is the additional fact, to be noted of the rural income (Table 13.3/R). Two points 
from Table 11.2, that the increase in the size of may be noted. First, on a comparison of the dis- 
household with the increase in household income tribution of population with the distribution of 
is sharper in rural than in urban area and that, in household income, the income inequality appears 
corresponding income groups, the size of much more moderate than on a comparison of the 
household is larger in rural than in urban area. distribution of household with the distribution of 
Hence, a comparison of the distribution of household incomes. Second, if we compare dis- 
households and the distribution of the household tribution of households with distribution of 
income may also overstate income inequality in income, 14.0 per cent of the richest urban 
rural as compared to urban area. households accounted for 39.24 per cent of the 

To correct this, we need to compare the distri- urban income; while 11.68 per cent of the richest 
bution of population and income of households rural households accounted for 35.47 per cent of 
classifiedinper capita income classes. The MRW rural income. ~t would therefore seem that, on this 
does not furnish the necessary data. In the cir- basis, the income inequality in rural area is of the 
cumstance, the next best comparison is between same order as in urban area. But, if we compare 
the distributions of population (Table 13.2) and distribution of population with distribution of 
of income (Table 13.3) of households classified income, 16.41 per cent of the urban population 
in houkehold income classes. living in the richest urban households accounted 

For instance, in 1987,86.0 per cent of the urban for 39.24 per cent of urban income; while 17.3 1 
households had annual income of less than RS per cent ofthe rural population living in the richest 
40,000 (Table 13.1lU); in other words, 14.0 rural households accounted for 35.47 per cent of 
(100.00 - 86.00) Per cent of the h~useholds had the rural income. In other words, compared to the 
annual income of Rs 40,000 or more. But, they urban rich, a somewhat larger proportion of the 
accounted for 39.24 (100.00 - 60.76) per cent of population belonging to the richest households in 
total income (Table 13.31U). TO put it differently, rural area accounted for a much smaller propor- 
14.0 per cent of the richest urban households tion of rural income. ~ h ~ s ,  on this basis, the 
accounted for 39.24 per cent of urban income. income inequality in rural area would *pear to 
This is a measure of inequality in the household be smaller than in urban area 
incomes in urban area. But, if we takeinto amount ~ i ~ a l l ~ ,  we should mention that the derived 
the fact that the households with higher incomes income distributions is only a by-product of the 
are generally larger in size, we see that the 14-0 MRW surveys and should be checked with other 
per cent the richest urban illcome data before drawing serious conclusions. 
accounted for 16.41 (100.00 - 83.59) per cent of 
the urban population, and the inequality in urban REPERWCE 

incomes appears slightly moderate. Divrtu V.V. 1990, 'Household Purchases of Textiles: 
In rural area, in 1987, the income level broadly 1972-1987' in ~ ~ ~ ~ f l ~ ~ c ~ o f  PoliticolEconomy, 

comparable to the income of Rs 40,000 in urban V O ~ .  11. NO. 2. ~ a y - ~ u g u s t  1990. 
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Urhn R d  - Urban as Multiple of Rural 

Yur Cotton Nan- Mixed1 Tdrl Cotton Non- MixW T a d  Cotton Non- Mixed Total 
Cotton Bladed Cotton Blended Cotton Bladed 

(1) (2) (3) (4) (5) (6) CI) (8) (9) (10) (11) (12) (13) 

G.R. -0.56 11.05 8.19 2.55 -1.07 13.17 11.93 1.06 
G.R.* 0.52 9.12 6.08 3.23 1.20 18.36 9.94 3.70 

G.R. = Annual Compound Growth Rate. Annual Compound Growth Rate f a  198Cb87. 

GR. = Annual Compound Growth Ratc Annual Compwnd Growth Rate for 198&87. 

TABLE 1.3 UN~TVALUGS O P D I P F ~ T W P S  OPlbTLES 
(Unit Vduca in RdMmc) 

U h  Runl U r b ~  aa Multiple of Runl  

Year Cotton Non- Mixed T a d  Index@ Coaon Non- Mixed T a d  Index* Cotton Non- Mixed Total 
Coaon Bladed Cotton B l d o d  Cotton Blended 

(1) (2) (3) (4) (5) (6) m n r n  9 (10) r i l l  (12) (13) (14) (in 
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Tmta 21 Plla Onr~ Q u ~ m  OPHOUSBHOU) Punmsm OP L W ~ R E ~ T T Y P B I O P T ~  INCTI~ES, Bm TOWNS 
AND SMALL TOWNS 

(Quantities in Martr) 

City Big T o m  Small Town 

Ycu Ccam Nm- Mixed/ T d  Cotro~ Nan- Mixodt T d  Cotton Non- Mix* Total 
Cottam Bladed Cotron B l a d d  Coaon Blaldcd 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) 

1980 11.79 4.01 264 18.44 11.40 2.99 3.34 17.73 10.20 1 2.64 14.77 

1981 1158 3.12 236 17.05 9.97 2.82 3.72 16.51 9.39 2.32 2.82 14.53 

1982 11.70 3.81 259 18.10 9.97 3.14 4.39 17.49 9.95 2.35 3.26 15.56 

1983 11.17 3.34 2.37 16.89 9.48 3.50 4.03 17.01 9.23 2.62 3.25 15.10 
1984 11.67 4.41 2.49 18.57 8.67 4.39 3.43 16.49 8.51 297 2.94 14.43 
1985 1250 5.88 3.45 21.84 10.11 4.94 4.15 19.20 8.73 3.20 3.33 15.26 
1986 14.63 4.96 3.87 23.47 9.74 5.70 5.04 2fl48 9.19 3.55 3.46 16.21 
1987 18.35 5 5.33 29.31 10.85 5.33 5.62 21.81 8.90 3.81 4.01 16.72 

-- 

G.R. 5.52 7.75 10.41 6.77 -0.60 11.52 5.92 3.36 -1.81 9.91 4.76 1.57 

0 . R .  = h . 1  Canpound Growth Rata 

TABU 22m OWA VALUE3 OPHOUSBHOLD PURCHASE¶ OP DIPPWPKI.TYPIB OPT- I N  CI'IWS. BnToWNS AND SMALL TOWNS 

(v8lucs in Fb) 

Citv Bin T o m  Small T o m  

Mixed/ 
B l a d d  

(4) 

Cotton 

(6) 

Tad 

(9) 

Nm- 
Cotton 
(11) 

-- 

G.R. 11.97 16.05 13.85 14.12 5.80 16.84 9.76 11.22 4.31 16.42 8.15 9.51 

G.R. = Annual Compound Growth Rate 

TABLE 23 UNIT VALUBS OP ~ E N T T Y P E s  OP TwTnaS IN CrIlES. BIO TOWNS AND SMAU TOWNS 

(Unit Vdua in Rs pcr M m )  

City Big T o m  Smill T o m  

Ycu Ccam Non- Mixed/ T d  Cottan Non- Mixed/ T d  Coaon Nm- M i x d  T d  
Cooon Bladed cotton B l d d  Coaon B l d c d  

(1) (2) (3) (4) (5) (6) m (8) (9) (10) (11) (12) (13) 

1980 10.50 33.32 37.29 19.30 9.25 35.30 34.83 18.46 8.91 30.66 33.50 16.15 
1981 11.96 40.20 40.01 21.01 10.34 38.70 39.28 21.71 9.77 36.30 37.59 19.40 
1982 1284 41.62 45.20 23.52 11.60 46.91 40.97 25.30 10.42 39.42 37.52 20.48 
1983 13.39 44.52 44.08 23.87 11.97 48.58 40.78 26.34 11.16 38.10 40.38 2212 
1984 13.23 46.50 47.77 25.76 1257 44.86 43.25 27.55 11.85 40.57 39.67 23.44 
1985 14.35 56.29 47.67 30.92 1275 47.47 43.57 28.35 1245 44.24 41.12 25.37 
1986 15.67 53.97 46.74 28.90 13.51 47.68 46.1 1 31.05 13.14 45.65 43.98 26.85 
1987 16.85 57.35 46.76 30.07 15.41 53.54 45.98 3260 13.68 48.87 4230 28.56 

G.R. 6.11 7.69 3.15 6.89 6.44 4 .7  3.62 7.60 6.23 5.90 3.23 7.81 

G.R. =Annual Canpound Gnmh Rate 
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REVIE*W ARTICLE* 

IMAGINING INDIA 

N.V. Sovani 

The late Professor Rdph Turner, Professor of 
history at Yale University, used to remark around 
the 'fifties that he wanted to read Indian History 
written by an American scholar because the 
existing writings on Indian History, mostly by the 
British and Indian historians' were so warped by 
their own preoccupations that, one could never 
understand from them the inwardness of the 
process of Indian history. We used to be first 
puzzled by the remark but gradually we came to 
appreciate the thrust of Professor Turner's 
thought. Embree's essays are a good example and 
I dare say what the late Professor Turner had in 
mind was work of the kind of Ainslie Embree's. 
The essays in this book are in the best historical 
traditionand open upa vistaofinnovative insights 
irrto the past and present history of India. The 
essays contained in this book are separate pieces 
on different themes and do not develop a single 
integrated thesis orargument. But there is a strong 
suggestion of an underlying core of thought. 

That core is the thought that India has a genuine 
cultural unity in apluralistic society held together 
by mutual interests of groups and not by the 
dominance of any central power. Undergirdling 
the modem nation of India is the interplay of 
Brahmanical ideology (or classified Indian cul- 
ture) with the historical experiences arising out 
of the infusion of two alien civilizations, the 
Islamic and the Western. This ideology refers to 
the values and concepts that are identifiable in 
literary traditions, tradition (here) meaning not a 
fixed residue handed down from the past but 
rather an enduring structure with adequate 
n~echanisms that permits it to be both historically 
determined and a continuously renewed creative 
force @. 4). 

This at once leads to the rejection of the tradi- 
tional periodization of Indian history into Hindu, 
Muslim and British. But this poses an infinitely 
more complex problem namely the necessity of 
coming to terms with a historical experience 
where all great civilizations interact in a fashion 

that has no real analogy elsewhere. The argument 
throughout the coll~~tion of these essays is that 
the inner meaning of historical experience of the 
meeting of the three civilizations is to be found 
in the creativity and vitality of indigenous Indian 
culture. One of the ineluctable facts of Indian 
history is that fundamental institutions swived, 
although they underwent great changes, during 
over 500 years of political domination by Turkie 
or other Islamic rulers and during a century and 
half of British rule in the sub-continent. These 
changes were sometimes imposed by the rulers, 
sometimes they were results of conscious choices 
made by Indians, and very often they were the 
results of forces indigenous to India, and it is 
almost incidental that they took place during a 
period of foreign rule @. 4). 

Such a rich and novel theme will take volumes 
to set out fully. What these essays provide are 
some of the glimpses into the panorama that this 
theme unfolds. Yet it w,ms necessary, in the 
reviewer's opinion, to sketch it somewhat fully 
than an ordinary review might warrant because 
that alone will put it across the general reader and 
arouse his curiosity about the book. That is why 
this rather longish review article. 

The central theme of Indian unity branches out 
into several sub-hemes connected with the his- 
torical rise and content of Indian nationalism. The 
historical process is honeycombed with action 
md reaction, the challenge and response, between 
the intellectual and cultural furniture that the 
British administrators brought with them from 
home and their misunderstandings about the 
realityon the ground in India on the one hand and, 
on the other, misunderstandings of India's 
national leaders regarding western concepts and 
institutions and of the reality in India. What 
resulted was not a synrhesis but often a symbio- 
sis'. 

To begin with Indian unity,Embree in the essay 
on 'Brahmanical Ideology and Regional Identi- 
ties' opens by observing that one can accept the 

N.V. Sovani ia a former Professor of Gokhdc Institute of Politics and Economics. Punc. 
* Ainslie 1: Embne. Imagining India: Essays on Indian History,  Edited by Marlc Juergensrneyer, Oxford University 

Pms, Dehi. 1989, Fp. x + 220, Royd, Rs 190. 
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enduring significanceof thenuclear regionsof the political authorities and the effect of alien intru- 
historical geography of India while at the same sions from central Asia and west 
time asserting the reality of an all-hdia civi1iz.a- The vital factor in the development of European 
tion. nation-states was the division of power between 

Of the two broad categories of these unifying church and State or pope and emperor. In the 
linkages one is ideological, the Brah-icd struggle for power kings were able to get their 
Tradition; the other is the histoficd experience territorial claims legitimised by sacred authority, 
resulting from the impact of two alien civiliza- SO that very early in the Middle Ages ethnic it^, 
tions, the Islamic and the western. Both are arti- language, an actual teflitor~ with defined 
facts of time and history, and the discussion of boundaries. and the concept of sovereign it^, were 
regions versus an all-bdia civilization is only all fused to form a basis for the nation-state. The 
hundred years old because in that period it became Brahmanical emphasis on kingship is on the ruler 
a part of the meanings of the lives of the people as a part of a universal order rather than, in the 
of India. European sense, in territorial sovereignity. It 

TO ihe Indian identity as ~ ~ ~ h ~ ~ ~ i ~ d  is worked against the development of nationalism 
preferable to Hindu because it has the advantage in India and was also a p ~ e n t  factor in the process 
of indicating intellectual continui- of political unification associated with the Islamic 
ties and commonalities since at least the third and British intrusion and the development of the 
century B.C, B,, ~ h ~ ~ ~ i ~ ~  is meant the Indian national movement in the twentieth cen- 
coherent and consistent intellectual statements of 
the great classical texts. On the level of ideas 
Indian religion shows none of the eclecticism that 
has shaped the Christian and Islamic traditions. 
While not eclectic Brahmanical ideology has 
been flexible, but with an ability to adjust itself 
to radically different political and social situa- 
tions without yielding ground2. The genius of 
Brahmanical badition is precisely its 
extra-ordinary continuity and its adherence to its 
own inner core of meaning that is a major factor 
in the unity of Indian civilization. It is difficult to 
sum up the contents of this Brahmanical ideology 
but some of the items are as follows: A sense of 
order throughout the cosmos, of everything being 
linked to one another and the order is maintained 
by the Brahman, the possessor of knowledge. The 
third is the concept of many levels of truth because 
there are many possibilities and contradictions, 
all of which may be m e  in some sense. The fowth 
is the pervasive doctrines of karma, and reincar- 
nation and the concept of Dhanna as the centre 
of tradition. Linked to this is the sense of a 
hierarchical structure in which each entity occu- 
pies a necessary and a logical place. 

Unlike Europe, India did not develop a large 
number of nationalities that became the bases of 
nation-states. The two causes for this were the 
relationship of Brahmanical ideology to the 

tury. 
Regionalism is not the counter force to 

unification that it has appeared to be in many 
readings of Indian History. But this i s  not 'unity 
in diversity', the most popular characterization of 
Indian society, because that leaves many crucial 
questions unanswered. While it is true that com- 
plex structures of Hinduism differentiate Indian 
civilization from the other world cultures, it isnot 
atallclearthat in the pastiteveractedasaunifying 
factor in the political realm. On the contrary, it 
can be argued that Hinduism as a social system 
works against poli tical and social integration. The 
cement of'unity is external, both as a product of 
historical force or as ideology, to the reality of the 
regions. The forces that destroyed the attempts of 
imperial unifications under the Tughlaqs or 
Mughals, were not expressions of regionalism but 
of powerful internal poli tical rivals to the imperial 
institution. 

Confusion is caused in the discussion of he 
unity of India because of the tendency to identify 
the modem nation state of India with the India of 
historical imagination (Aryavarta). This is con- 
fmed by the fact that "India" as the designation 
of a cultural region is  a Western construct which 
has become a part of the emotional and intellec- 
tual inheritance of the 19th and 20th century 
Indian elites. The India of Brahmanical ideology 
was made congruent with Ihe India of Western 
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imagination and, above all, with the actual 
boundaries that were created in the second half of 
the nineteenth century to define the temtories 
under the administrative control of the Govern- 
ment of India. The process by which this was 
accomplished is an essential feature of the 
intellectual history of modem India. 

This leads to a discussion of the present 
boundariesof India in 'Frontiers into Boundaries: 
The Evolution of the Modem State'. In the second 
half of the eighteenth century, the 'ritual hege- 
mony' that the Mughal empire had exercised over 
many of its frontier areas was replaced by the 
attempts of the British centralized bureaucracy to 
assert direct administrative control upto a clearly 
defined linear boundary. 

A frontier is an area, often a zone of transition, 
not only between ethnic groups but also between 
geographical regions; a boundary is a line drawn 
on the ground or on the map. Boundary is a feature 
associated with the rise of the modem nation- 
state. Territorial sovereignty in pre-British India 
meant, in pragmatic terms, the ability to collect 
revenues and commend the loyalty of local 
chieftains in time of war. Boundaries clearly 
demarcated on the ground and drawn on the maps, 
along with their corollary, a system of relation- 
ship with neighbouring states based on formal 
treaties were embedded in European political 
thinking and hence the obsession of the East India 
Company officials, even before the middle of the 
18th century, with fixing of boundaries. This 
endeavour continued throughout. 

British rule in India and the boundaries of the 
temtories actually controlled by the Government 
of India were established in the latter half of the 
19th century. But the process inevitably involved 
a foreign policy which seemed to be directed from 
London but in actual fact from the compulsions 
of the Government of India acting on its own as 
a state which had toguard, preserve and make safe 
its own boundaries. 

The theme is developed in the essay on the 
'Diplomacy of Dependency: Nineteenth Century 
Foreign Policy'. The foreign relations of India, 
despite ultimate control by Great Britain, 
expressed needs and interests rooted in the sub- 
continent and the style of this diplomacy was a 
formative legacy for modem India. The 

Government of India pursued policies in foreign 
affairs in the nineteenth century that reflected the 
political, economic and geographical realities of 
the situation, with the impulse for these policies 
coming from within the structures of the 
bureaucracy of the Government of India, not of 
Great Britain. Secondly, these policies were the 
product of temtorial control by a well-organised 
authority, and, given the fact of power, the alien 
originof the ruling group is not the decisive factor. 
Any strong power would have behaved much the 
same in relation to neighboring states. Thirdly, 
when foreign policy became visible, that is, when 
the stage was reached for public pronouncements 
of policy aims and for the defence of their 
execution, London often seemed to be the place 
of origin. But this is misleading. In fact, to a quite 
extraordinary degree, decisions were made in 
Calcutta that reflected pressures from district 
officers, agents on the frontiers, and officials of 
provincial capitals. The role of London was to 
demonstrate how actions that had been taken in 
India were the products of national policy, when 
in fact either the Home Government had been 
ignorant of the course of events or actively dis- 
approved of them, but felt compelled to accept 
them. Fourthly, it is this background of an active 
and, in many ways, an autonomous foreign policy 
that has provided the inheritance for India's 
foreign policy since 1947. 

Two general statements concerning the foreign 
relations of the Government of India (1 830-19 14) 
can be made. One, the Government of India was 
unwilling to permit any genuinely independent 
country to exist on its borders. The fonnal state- 
ment of this was that the government did not 
desire to control its neighbours; it did, however, 
insist on governments that were not hostile 
(Burma, Afghanistan). The second characteristic 
is expansionism. Though partly a reflection of 
British imperialism, to a remarkable degree it 
grew out of pressures generated in India, not in 
Great Britain, and sewed what can only be 
described as Indian interests. This enthusiasm for 
conquest fits the conventional stereotype of the 
imperialist but it is also a by-product of expan- 
sionist nationalism, with its search for national 
identity and its fulfillment of national destiny. 
Lord Curzon, the most Asiatic of Viceroys as 
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Wakha called him, proclaimed this with great exception the Indian nationalist kaders believed 
clarity. "On the west, India must exercise a that the Indian poiitical system should be trans- 
predominant influence on the destinies of Persia formed by b British through the introduction of 
and Afghanistan; on the north it can veto any rival representative government, free sg>eech, 
in Tibet; on the north-east it can exert great constitutionalism and all the other landmarks of 
pressure upon China, and it is one of the guardians liberty. In this borrowed theology neither ~r i ta in  
of the autonomous existence of Siam" [Cunon, nor India hd written p m  that they were 
1909, p 121. Modem Indian statesmen may share playing. 
Cmon's sense of manifest destiny for India but The British liberal'ssympathetic unhrstanding 
they would of necessity be more circumspect in of these nationalist aspirations was coloured by 
expressing it. their sense that India was not vital to British 

The second major sub-branch of the main theme interests. The conservatives and some liberals 
concerns the complicated problem of religion and held exactly the opposite view. But both alike 
its role in politics within the framework of western came to the view that the introduction of s l f -  
type democracy. How these developed histori- governirig institutions would mean ruin to India 
cally as an encounter between British liberal and treason to their own trust. The Liberal 
perspectives and the perspectives of the leaders dilemma was: a reasonable pledge had been made 
of India's rising nationalism is discussed in the for the material and moral improvement sf India, 
chapter oil 'Pledged to India: The Liberal but education, which was at the heart of this 
Experiment 1885- 1909'. reform, seemed to lead inexorably to Brahmanical 

Gladstone declared in 1881 that "weare pledged dominance and violence. The continuance of a 
to India.., and we have no choice but to apply strong British administration was the only 
ourselves to the redemption of that pledge" defence against a return to the past. And yet how 
(statement that is echoed in Nehru's "tryst with to sympathetically meet the demands of the 
destiny" in 1947) and this redemption was nationalist Indians? 
evolved and implemented in the liberal era of The central problem for the Indians was to find 
1886-1909 which was also the early formative a standing place within their own history that 
period of the Indian nationalist movement. The would permit them to maintain self-esteem and 
events of this period provided the framework in self-confidence. The hard facts were that the 
which influences from Indh and Great Britain centuries of Muslim domination were followed 
coalesced to create a distinctive and coherent by the new intrusion of western power and it was 
political ideology for modem India. Hindu intellectuals who devised a satisfactory 

The British liberals believed, in the words of way of coming to terms with this. 
Morley, that the "British ruled India in order to Consciously or not they separated what they 
implant-slowly, prudently, judiciously - those regarded as valid and worthwhile in the Indian 
ideas of justice, law, humanity which are the tradition from what they identified as Asian, the 
foundations of our civilization". Most of the westem term as a synonym for despotism, and as 
influential of India's nationalist leaders accepted far as India wasconcemed, what they had in mind 
Morley's statement as a reasonable summing of were theTurkish or the pre-British Muslim rulers. 
the nature of relationship between the two This was a reading of Indian history that could 
countries. The issues at stake had to do with the hardly be accepted by the Muslim thinkers. But 
transplantation of ideas and institutions from one it was well suited ~o Hindu social and political 
culture to another, with the function of values i n  reformers. The acceptance of providential design 
shaping social stnrctures, and, above all, with in Indo-British relations permitted them to accept 
iner~retatiom by both Indians and British, of westem criticism of Indian society as m p f  
Indian civilization. Most of the British involved idola~row and stagnant while asserting 
in India Were convinced that Indian civilization inherent greatness of Hindu mdition. 
and Western dMmCratic politid SyStt!mS were They themselves were products of British 
f u n M e n b u ~  i~omplllible. And almost without education and wen a mjmscopk minority, as ihe 
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British repeatedly pointed our bur they were a recognised communal groupings. 
dominant minority. It was not only the future that Yet it was what the Indian national leaders 
belonged to them but also the past for they were wantedbecauseof their liberal philosophy as well 
drawn from traditional elites, particularly the as their justified sense that they would emerge as 
Brahmins and other high castes, whose links with the natural. leaders in an all-India system founded 
the fabric of Indian culture were strong. While the upon a numerical majority. The belief in political 
British questioned their right to speak for the power based on simple majority is being chal- 
Indian masses, they maintained that the educated lenged (at the end of the twentieth century) in the 
people of India were the legitimate spokesmen of name of regional autonomy, group identities 
its illiterate masses3. To believe otherwise was to defined in terms of religion and ethnicity and 
suppose that foreign officials knew them better more generally, arguments for a loose federal 
than their own countrymen. The natural order of system. 
things Indian, was that those who think must The theme is developed further with reference 
govern those who toil. And Britain was upsetting to modem times in "Religion and Politics in the 
this order. 1980's". It is misleading to suggest that religious 

Morley reminded the educated Indians that differences are fundanrental. Very often com- 
being intoxicated by English ideas about freedom, mentators use the labels of religious terminology 
nationality, self-government, they had made the as a convenience for avoiding careful analysis of 
mistake of believing that India was a nation. It complex situations. What is essential in looking 
was not in the past or then. Indians had not at religion and politics is to see how complex 
understood Burke's (whom they admired fer- indeed, how convoluted the relationship is. 
vently) celebrated saying "How weary a step do In the simplest formulation, issues involving 
those take who endeavour to make out of a great religion and politics can be stated in terms of 
mass a true political personality". national unity versus religious communalism. 

Such was the ideological and intellectual The latter term embodies the fact that religious 
impasse that was the background for the India groups stress the importance of membership of 
Councils Act of 1909 which provided for elec- their group over national identity and that they 
tions to the provincial councils, with separate seek their own advantage over those of other 
electorates for Muslims. groups and of the nation as a whole. What this 

The great irony of the decision taken in 1909 definition conceals is that the majority commu- 
was that despite the well reasoned arguments nity can equate its own interests with the national 
against attempting to transfer western political interest, and see even rational claims for justice 
institutions to India, the India Councils Act did by a minority religious community as an attack 
preclselythatbyembodyinginthenewlegislation on national unity. 'National unity' thus can 
that most characteristic of western political idea, become a code phrase to denigrate legitimate 
namely that the fundamental basis of a state was assertions of cultural pluralism. 
the aggregation of individuals. The concept was The fundamental causal factor in the religious 
implicit in the Act; that the will of the majority communities and politics in India has to do with 
was the will of the nation. Westerners had the nature of political representation. Somewhat 
wrestled with the problem of the rights of mino- paradoxically, some of the decisions that led to 
rities but they were thinking of minority opinions. India's present political structure, while ensuring 
In India something quite different was involved- democracy, also made inevitable the intertwining 
the rights of minority communities. One can of religion and politics and the conflicts that 
imagine the basis of Indian state being 'a corn- follow from that relationship. Liberal political 
munity of communities' instead of a community thinkers were concerned with the rights of 
of individuals. Morley had pointed in this minority opinions, but the issue in India was very 
direction when he had suggested the establish- different: not the right of dissenting opinion and 
ment of some kind'of electoral college with individual freedom, but the rights of groups in 
proportional representation that would have terms of customs and social practices, which were 
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seen as havinga religious basis. This included the 
vast corpus of law dealing with inheritance, 
marriage and family relationships. Could the 
majority legislate for minority groups in these 
matters? 

Theassertion that groups have rights that cannot 
be challenged by majority decision on the ground 
that the nation is an aggregate of groups, not 
individuals, is on one level merely an interesting 
theoretical   row sit ion. That it is an intensely 

that they are different from the traditional and 
prevailing views about the subject and they are of 
great interest to the student of Indian history. One 
may not agree with everything that Embree says 
but if one does hold a different opinion then one 
better have very good arguments up ones sleeve. 
What more does a student desire? 

NOTES 

1. This is effectively brought out in the essay, Lundholding . * 

practical issue was shown by the Shah Ban0 and the Concept ofpriwte Properly. Private property was an 

in 1986 and Sikhs in 1980's. inalienable human right pace Locke and Blackstone along- 
with liberty and consisted of owning and disposing of property 

The second factor is the f r ~ u e n t  perception by that one had gained by mixing one's labour with the land. This 
minoritygroups that inarapidly changingsociety was the mental fumiture that Company's servants took with 
membeis-of ither groups benefitting econo- them to Bengal in 1760. The other furniture was the widely 
mically while hey are being deliberately accepted idea that the king was the pmprietor of every area of 

land in the kingdom, that Indian rulers owned all land and 
excluded. Religious leaders and politicians have private property was in India. 
made skillful use of the frustration of uovertv and The -lity on the ground in India was various and com- 
unemployment to mobilize constitu&cies inder plicad- ~ r d i n a l ~  people had no idea of n ~ e m  and luamand 

banner of religion. me factors at work may sp&e of 'ours' not 'mine'. A thing of value was regarded as 
being part of an aggregate, rather than belonging to a single 

be almost wholly economic and social but it is ,,,. one might have a ~ o i u t e  rights of a certain kind in a 
easy to make the tfiinsition to seeing one's group piece of land, but others might also have equally absolu~e 
as victimised forreligious reasons by the majority rights of another kind in it. Alienation of these rights was 

community. possible but not alienation of land itself in a way that excluded 
the exercise of the rights enjoyed by' others. In place of 

A third factor (an obverse of second) is the ownership what the society was concerned to defend was the 
attitudes of the activities of arou~s from the 'interests' of different groups. 
majority findu community wh;, f& that their Give" the instituti& oi p-ny as understood by the 
religious and culturd traditions, which they British and the Indian understanding of 'interests' in land, the 

changes that took place in relation to land holding were 
i h n t i f ~  with the nation, are being threatened by inevibbly canplex and hard to control. The result was not a 
concessions being made to minority communi- synthesiiof I& rlien and the indigenous. Instead, distortions 
ties. took place that strictly were not the product of the new 

A fourth factor is (hat most voci~erous and instituticn. but were alterations in the old structure. 
2. An aspect of this is developed in the essay on An 

violent guardians of religion in India are not O&ideros V i e w - ~ - B ~ r c n i  where travellers' accounts of hdia 
members of the older generation but young men. and Indian civilization before the pre-modem period are 
This peculiar role of young men, along with the T V E W ~  a"d al-Binmi's invaluable insights into Indian 

civ&zat~on are brought out in contrast with others. In that other three factors-the claim that groups not ,,, Emam mrLes ul imprmn . is wonh individuals, should be represented in the political m e n t i ~ n g  a curious fact: while we have a vast number of 
system, the perceived grievances of minorities, interpretations of India civilization by foreigners, we have 
the identification of nationalism with Hindu V ~ B U Y  none from the same periods of other civi~iz~tions by 

Indians. I am not sure what this means - but onc can atleast culurre-were a'' inter-woven in the say that he curiosity that foreignen have always felt about mosaic of Indian life. A fifth component is the hdia is in n v m e  proponion lo Indian interest in the Mltsi& 

role of g0Ondas who are for hire by wliticians. world. I am refertinu, of course, to the vrc-modem ~eriod. but 
religious lea&fs and businessmen who want OW. ~ l d  make thesame point for themodem wohd without 

doing LOO much violence to facu" (p. 47). cause trouble for their opponents. The use of the 
3. Lnbm pants ou in Mlher that Ganmi.s 

v m h l a r ~  of religion has comlpted political main contribution was to answer that British question d d -  
discourse i n  India and is likely to continue to do sivcly. In the essay on Gandhi's Role in Shapiq an Indian 
SO in the immediate future. Idenlily he remarks that Gandhi's political &p-mach - his 

policies, his ethics, his methods, his whole Lifestyle -ma& it Such are the perwtives thought- psible for persons from every strata of Indian society to find provoking essaysof Embree opn  up. It isobvious that self-identificatim with the destiny d the catnvy which 
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is at the healt of nationalism. Gandhi's peculiar genius lay in 
his understanding of how the complex fabric of traditional 
Indian society cwld be related to the essentially modem 
phenomenon of the movement for pditical independence. 
What he did was to give the masses for the first time a sense 
of involvement in the nation's destiny while persuading the 
old leaden to accept his leadership. His Swaraj had almost an 
apolitical meaning like "abandonment of the fear of death" or 
the ability to regard every inhabitant of India as our own 
brother or sister. No other leader in history in his own lifetime 
had done so much to make a people into a nation. Gandhi 
continuously expressed his belief in the truth of all religions 
which wasin itself themost Hindu of statements. TheMuslims 

denied this inclusivmess. They applauded Gandhi for d m -  
onstrating that the Congress was a Hindu organisation, but the 
other d t y  was the existence of the Muslim nation in India. 
It was a different type of nationalism. Gandhi. no more than 
the British. could have created Muslim separatism. Its com- 
ponents existed within the fabric of Indian culture and expe- 
rience in exactly the same way as did the mainstream of 
n a t i d s m  represented by the Congress. 

C u m  (1909): Place of India in the Empire, London. 
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RURAL EMPLOYMENT 

P.S. Palande 

Increasingly, governments in developing involvement, bureaucratisation of the develop- 
countries have been adopting intermediation ment schemes, etc., have also been examined to 
measures togenerateemployment, such measures see how far they have assisted or impeded the 
being oriented towards specific target groups. The Process of employment generation- 
book under review is a study of such efforts, In the organised sector, it is the public sector 
especially in Maharashm, The auhor s m  by which has contributed substantially to the gen- 
making the point that planning strategies pursued eration of employment; in the 
so far have failed to address themselves to the employment in the private sector indusq 
problem of unemployment. As a result, unem- increased only and later even declined. 
ployment of a very high order persists. Godbole,= employrnent in the public 
indicates the se-iousness of the problem by grew from 133.22 lakh in 1976 to 180.28 lakh i n  
quoting from the Seventh Plan which estimated 1987- On the the in the 
that the absolute magnitude of addition to the ~ ~ ~ a t e s e c t o ~  industry from 68.44 lakh 
labour force would be 3.9 crore and 8.1 crore In 1976 to 75.52 lakh in 1983, and then declined 
during 1985-90 and 1990-2000, respectively. and stagnated at about 73.50 lakh in the next four 
Taking into account the estimated backlog of years (Pp. 2 and 4). On the whole, however, the 

unemployment as of 1985, the additional trend of growth of employment in the organised 
sector throughout the Plan period was sluggish be by the year which indica~s that a high growth of output was would be ZUound 13 cr0l.e @- 1)- Creating addi- achieved by for labour. ne tional employment of this order is a challenging rapidly increasing cost of in the organised 

job' 'Ian expected that the sector is at the rwt of this phenomenon. In fact, 
G'P growfJ' 'a" of 5 Per 'en' Wr mnum* a fa'' *e percentage increase in emolumen~ of the 
rate of growth of agriculture, combined with even employees has actually been higher than the 
faster rate growth indusmy wilh incms in the all-hdia consumer price index. In 
specific employment generation Programmes other words, the real wages of employees in & 
would mare the provision of jobs to all the labour orgmisd have increased. ~ i ~ ~ l ~ ~ ~ ~ ~ ~ ~ l ~ ,  
force possible by the year 2000. This possibility the between the wages in indusw agri- 
is examined on the basis of a wealth of informa- culture has widened considerably over 
tion presented in the book. The topics covered It would have. been useful if some light were 
include:em~lo~mentand growk employment in h w n  on per employee productivity 
'he organisd and in the inf0lXlal SectOK major has, during this period, remained anstant, or has f ~ *  programmes of the o v e m -  registered a fall thereby causing the costs to rise. 
nIent of India; ~ ~ p l ~ y m e n t  profile of Maha- Government's response to the demand f ~ r  

an overview of the EGS in MaharashIra; higher employment has been to enlarge public 
pmblems of agriculture in Maharashtra; issues in works programmes such as the National Rural 
water and land management; and suggestions for Employment Programme mP), the Rural 
future strategy. Issues such as migration and Landless Labour Employment Guarantee Pro- 
urbanisation and their impact on the employment gramme (RLEGP) and recently the Jawahar 
situation, informal sector, lack of public Rojgar Yojana (JRY). Godbole feels that a 

P.S. Palande is a Professor of the Jndirn S c h d  of Pditicd Economy, Me.  
* Rural Employmcd Strategy: A Quest In Wildcruss - Madhav Godbole, Himalaya Publishing House, Bombay, 1990, 

Pp. 2%. Price Ra 250. 
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patchwork of public works programmes in an 
otherwise unchanged Plan strategy is unlikely to 
tackle the basic issues meaningfully. In his 
opinion, the efforts by way of public works pro- 
grammes are like treating the symptoms rather 
than the disease. Further, a number of 'populist' 
schemes have been undertaken by the Govem- 
ment of India and the State Governments. These 
include distribution of subsidised rice, 
distribution of sarees and dhotis, mid-day meal 
schemes, old age pension schemes and so on. 
Commenting on such schemes, Godbole states: 
"It is disconcerting to see that a plethora of such 
populist programmes, which often create a 
pake-believe dream world, and were deprecat- 
ingly called 'populist' programmes by the 
Centre-State Relations Commission and the 
Ninth Finance Commission earlier, have now 
acquired legitimacy and are being called welfare 
programmes" (p. 188).This is a surprisingly 
candid observation from a serving bureaucrat. 
Plan strategies have been giving pre-eminent 
position togrowth and its trickledowneffect, with 
employment relegated as a subsidiary or a sec- 
ondary objective, though it has been recognised 
that benefits of economic growth have failed to 
percolate to the most needy and deserving sec- 
tions of society. 

Since the performance of the organised sector 
in employment creation has been somewhat dis- 
mal, a determined effort will have to be made to 
generate new work opportunities in agriculture 
and related activities, in village and small scale 
industries and in the creation of infrastructure and 
rural assets. The book brings out the large 
untapped potential for employment in rural areas 
and makes out a case for an alternative forward 
looking strategy in this direction. Godbole notes 
that although the Plans recognise that broadbased 
agricultural development holds a key to the 
alleviation of rural poverty and unemployment, 
the impact of the schemes and programmes 
undertaken so far has been marginal. A quick 
assessment of the various developmental schemes 
undertaken during the Seventh Plan, brings out 
that the overall performance has been fairly good. 
But this otherwise good performance is not 
matched by an equally impressive performance 
in generation of employment which has not been 

given sufficient importance, albeit labour is the 
most important resource at the command of the 
poor. The author also reviews the major rwal 
employment programmes of the Government of 
India which include Rural Employment Pro- 
gramme, Crash Scheme for Rural Employment, 
Pilot Intensive Rural Employment Programme, 
Food for Work Programme, Integrated Rural 
Development Programme, National Rural 
Employment Programme, Rural Landless Labour 
Employment Guarantee Programme and the 
recent Jawahar Rojgar Yojana, etc. Crores of 
Rupees have been spent on these schemes and 
they have also generated sizeable employment. 
But the author feels that there has been a prolif- 
eration of such programmes most of which have 
had problems in reaching the very poor. In its 
Mid-term Appraisal of the Seventh Plan, the 
Planning Commission has also noted that it is 
necessary to sharpen the effectiveness of the 
employment programmes by making them more 
purposive and more selective, linking them up 
more closely with the developments in the 
economy of the rural areas including rural towns, 
and introducing policy initiatives in other areas 
like industry and services to provide stronger and 
lasting support to the efforts for creation of 
employment and income opportunities for the 
poor. 

The most important part of the book deals with 
the study of the Employment Guarantee Scheme 
(EGS) in Maharashtra in sufficient detail. After 
first tracing the evolution of the scheme and the 
legal and administrative provisions governing its 
operation in practice, the author reviews the 
trends of employment generated and the expen- 
diture on the same. This is followed by some 
observations on the Scheme's impact on general 
agricultural operations and wage rates. To begin 
with, he distinguishes between the EGS on the 
one hand and the other employment programmes 
such as IRDP, NREP, and JRY on the other. "EGS 
provides statutory guarantee of work to a person 
who is in need of work in the rural area and who 
is prepared to take up any unskilled work offered 
to him. It is also open-ended with a firm com- 
mitment of the State Government that any 
expenditure required for the scheme would be 
found on priority by, if necessary, curtailing the 
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outlay for any other Plan or non-Plan scheme of 
the State Govemment. Finally, EGS in not con- 
fined either to persons below the povelv line or 
to any other special categories. Any member of 
the rural community or a person residing in 'C' 
class municipal area can take advantage under the 
scheme. While some of the other programmes 
contemplate giving assistance to only one person 
in a family, under EGS any number of persons in 
the family have to be provided work if they ask 
for it. Thus, none of the programmes taken up by 
the Govemment of India diuing the last 25 years 
can be strictly compared with the scope or the 
reach of the EGS" @. 36). 

' h e  author points out that some economists 
have commended the scheme for its self-targeting 
nature, automaticity and open-endedness. It has 
been argue.d that by meeting variable rural needs 
for employment when and where they are 
expressed, the scheme ensures that the employ- 
ment provided under it reflects the need for such 
employment in various parts of the State at 
different times. It has also been argued that one 
of the greatest advantages of the scheme is that 
the data collected can provide valuable insights 
into the nature of employment and income 
problems, which should help in planning for the 
rural economy. The author quotes evidence to 
show that a significant proportion of beneficiaries 
under EGS have been women and also the weaker 
sections especially scheduled castes and sched- 
uled u i k .  

The weakr~esses of the scheme relate to items 
like inadequate preparation of plans and esti- 
mates, the nature of works undertaken, adverse 
ratio of labour to material cost, comption and 
leakages, inadequacy of maintenance of assets 
created, etc. It has been noticed that proper 
surveys, plans and estimates and blue- prints of 
the works to be included in the shelf of projects 
could not be prepwc due to the massive number 
of works involved. Ad hoc work programmes 
have resulted in dilution in the quality of work. 
The span of conml for technical and adrninis- 
trative supervision was too large keeping the staff 
idle for considerable part of the year, adding to 
the infructuous expenditure and overall costs. An 
almost inevitable feature of a large public works 
programme seems to be the massive leakages and 

overhead costs. The Maharashtra Legislative 
Committee also observed that EGS is a scheme 
for corruption, which has com~pted not only the 
bureaucracy but also various other elements in 
society. 

The costs of these programmes appear to be 
vastly understated. In addition to the costs 
reflected in the government budgets, there are 
hidden subsidies in these programmes. For 
example in the EGS, establishment costs are not 
reflected fully. In respect of NREP and RLEGP 
as also in JRY, the subsidised cost of food is not 
fully reflected in the budgetary figures. If these 
hidden subsidies are taken into account, the actilal 
costs of the programmes would be even larger 
than hose reflected in the budget documents. 

a 

At the time of launching of the Scheme, a 
number of guidelines had b e ~ n  laid down. In 
practice, these were not fully followed, often 
because of popular pressures and populist policies 
pursued. The basic character of the scheme itself 
has changed from being a primary source of 
livelihood in the non-agricultural season to a 
supplementary source of livelihood practically 
throughout the year. This is contrary to the general 
view that special schemes for generating 
employment should really be unnecessary except 
perhap during temporary periods of special dif- 
ficulties such as droughts, etc. Originally, only 
productive community assets were contemplated 
to be taken up under the Scheme. But over the 
years, due to pressures for starting new works 
within close proximity of thz village, works 
benefitting private individuals have been taken 
up. Moreover, he target group has not always 
been properly identified in advance and the 
beneficiaries have included some large and 
well-to-do cultivators also (p. 185). Unfortu- 
nately, who this target group is has not been 
specified anywhere. Presumably, landless 
labourers and small cultivators are supposed to be 
covered under thc scheme. And as pointed out in 
h e  book itself @. 77, for instance), these are the 
very categories which have in fact benefitted. The 
author's point, therefore, that the beneficiaries 
included large and well-to-do cultivators relates 
rally to the fact that the assets created under the 
programme brought greater benefit to them. But 
from the data given by h h ,  the benefit of 
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employment as such still went mainly to those for effective contribution to capital formation and 
whom the programme was designed. The data economic growth. These issues have been men- 
also show that the number of able-bodied male tioned but have not been specifically dealt with. 
workers has gone down significantly and instead, Godbole's main point is that there has to be a 
a large number of women, children and old distinction between short- term programmes of 
persons now work on the EGS. The employment public works and the long-term employment 
of children on a large scale has resulted in policy. The public worksor the wage employment 
increasing the rate of dropouts among the programmes could be appropriate as stop gap or 
school-going children. Similarly, in the wake of short-term arrangements and in fact, initially they 
certain court judgements, the wage structure on were conceived mainly as scarcity or famine relief 
the EGS has changed radically. The courts have works. It was only later that they came to be 
held that the workers on EGS have the same looked upon as short-term solutions to the prob- 
protection of labour laws as any other workers lems of unemployment and underemployment in 
especially in regard to their wages. As a result, the rural areas. In fact, when the EGS was 
the initial concept of paying a subsistence wage launched by the Government of Maharashtra, it 
or a wage lower than the minimum wage for was strongly opposed by the Government of India 
agricultural labour to the workers on the EGS had and was also frowned upon and even severely 
to be given up. 'The courts have also held that a criticised by a number of academics md policy 
large section of labour and staff would become makers on the same grounds. However, over the 
permanent employees of the Government. This years, such programmes have become an integral 
naturally has increased the expenditure on wages. part of the Plan strategy even at the national level 

Godbole emphasises larger public participation and efforts are afoot to replicate Maharashtra 
and involvement of beneficiaries, who seem to pattern all over the country. On the point of 
look upon such programmes with some detach- distinction between short-term and long-term 
ment as they are fully government funded pro- programmes, there could be some disagreement. 
grarnmes. He also suggests greater involvement A specific project or work taken up under the EGS 
of the bureaucracy and the voluntary agencies. may be of a short duration; but that does not make 
The book provides insights into the implemen- EGS itselfa short- term programme. The scheme 
tation experience of the EGS over a period of envisages the preparation of a shelf of projects to 
fifteen years, and other programmes such as be readily available whenever the need for start- 
NREP and the RLEGP. But, although the views ing a work arises. If this is ready, then EGS itself 
of a number of authorities have been quoted, one can still become a long-term and sustainable 
gets the feeling that the bureaucrat in the author programme. Godbole seems to suggest that pro- 
has prevented him from stating his own judge- grammes like EGS can solve the problem only 
ment explicitly. At best, one can only make a partially and may even pose problems in terms of 
conjecture of what he has  in mind with reference commitment of resources and therefore, other 
to the observations of others in the line. For areas of possible expansion will have to be 
example, he refers to the fear often expressed that explord. He, therefore, possibly concurs with 
under the EGS the resources to be devoted to VKRV Rao's assessment at the very inception of 
special schemes will go on increasing. Similarly, the scheme viz." Paradoxically one might say that 
a number of doubts also arise such as whether the scheme will have served its purpose when it 
EGS would generate thz kind of employment the is no longer required. It should, therefore, wither 
country needs, whether it would create a perma- away in course of time and all efforts must be 
nen t volume of employment, whether it would made to see to it that the flow of people demanding 
lead to net increase in ernployment in the employment diminishes over the years" (p. 89). 
econofnic system as a whole, the alternative uses The Author accordingly recommends a new 
to which the resources to be used on EGS which thrust of policy with emphasis on improving 
were then estimated at Rs. 50 crore a year could agriculture and related systems. Also, "ln the 
be invested, and whether EGS would make redesigning of development strategy, emphasis 
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must be placed on creation of employment importance it deserves. Godbole, therefore, 
opportunities based on upgradation of skills pleads: "One significant lesson from the past is 
rather than perpetuating living standards at sub- that creation of employment opportunities for the 
sistence levels by providing unskilled Jobs" @. masses needs to be explicitly brought to the centre 
193). He quotes the examples of three villages in stage as an impomt objective by linking it with 
Maharashtra to show how "a well designed set of and quitylt @. 199). ~ ~ d b o l ~  brings to 
proprnmes can cOnveR a labour bear on the study his vast experience as a 
village economy into a prosperous village econ- bureaucrat and especially his fKsst had acquain- 
omy with practically full employment in on-farm 
and off-fm activitiesll @. lgI ) .~he book brings tance with the subject under discussion. Apart 
out the large potential for employment in agro- fIDrn reproducing relevant government orders, 
based industries and activities such as horticul- the value of the book is considerably enhanced by 
ture, dairy development, senculture, and sheep the very l ~ g e  number of Tables containing 
and goat development. A solution to the problem information which would not be readily available 
is possible only if employment is given the tom outsider. 



BOOK REVIEWS 

"Pesticides Indurtry in  India: Issues and Con- designed to examine the working of various 
straints in Growth" By U.K. Srivastava and constituents of the pesticides industry and bring 
N.T. Patel. Published by Mohan Primalani for out constraints to its growth. The constituents of 
Oxford and IBH Publishing Co. Pvt Ltd., New the industry are - the manufacturers who produce 
Delhi 1990, Pp. 343 Price Rs 2951-. the technical grade material, the formulators who 

use the material, and the wholesalers and the 
Together with h~bria & HYV seeds and retailers through whom the material is sold to the 

chemical fertili~ers, pesticidesconstitute the third fanners. There are 79 technical grade pesticides 
major input of the Green Revolution technology. manufacturers in the country. Of the% on] y 10 
Use of pesticides and the pesticides industry have for 80% of he production. me  to^ 

grown during the last lwenty years. number ofregister& manufacturers is about 800. 
ing 1984-85, total turnover of pesticides in India Of these 180 are associated fornulators while the 
was of the order of about Rs 556 crore. However, remaining are non There are 77,080 
the use of pesticides is concentrated in selected pesticides dislribution operated by various districts of a few states like Andhra Radesh, agencies. Of them 4,973 were 

by ''jarat and the States like departments, 16,237 by cooperatives, and 55,870 Assam, Bihar, Madhya Pradesh, and Rajasthan 
account for 1% or less of the total pesticides used by private traders. Andhra Pradesh, Uttar Pra- 
in the country, The buk of the pesticides are desh, Gujarat and West Bengal account for more 
accounted for by crops like paddy and cotton. than 52% of these distribution points. 
Sugarcane, barley, rape a d  mustard, tobacco, The buk of the analysis the study was based 
gram etc. and plantation crops like rubber, tapi- 0" Case studies of four major technical grade 
oca, coconut and spices make negligible use of material mallufact~rers, eight f0MI~labrS (four 
pesticides. This pattern is, however, likely to from Gujarat and four from Andhra Pradesh) and 
undergo a major change during the next decade 17 dealers. The outcome of the analysis has led 
of agricultural development. Already in 1988, the the authors to identify a series of major problems 
share of Indian pesticides industry was the second faced by manufacturers, formulators, dealers and 
highest in the Asian market. farmers and make recommendations to solve 

The book under review is the outcomeof astudy these problems. These are summed up below. 

Farmers 

Problem Recommendation 

1. Fanners get sub-standard product They should be provided beater quality products 
2. Credit for enough time is na available The period of credit should be at least for six months 
3. Expiry dates are written in English which farmers are not ?hey should be written in Hindi or regional language 
able to read 
4. Lack of knowledge of method of application Training to farmers should be provided 
5. Variations in the doses recanmended by agricultural mi- The reuxnmendations should be mutually sorted out 
versities, companies and state departments confuses the 
farmers 

Dealers 

1. Period of credit is very shon Credit period should be for six months 
2. The life time of the formulated pesticides is very short Unsddquantity of pesticides whose expiry dnte is over sharld 

be replaced by the company. 
3. Dulen give no guidance to farmers Training should be provided to dulen about the use of 

appropriate type of puticides for diifercnt crop! and pest 
attacks 

4. Harassment from pcsticidu inspectors Dealers should not be victimised because of the lapses of 1 4  
fomulatas who produce sub-sundad pFalucu 
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Formulators 

1. Non availability of credit 

2. Adficial shortage of technical grade pesticides 

3. Variation in taxcs, electricity charges from Slate to State 

4. Artificial shortage of technical grade pesticides 

5. Non-associated formulators get no encouragement from 
government 
6. Harassment by pesticide inspectors 
7. Substandard products of a few local formulators 

Credit facilities should be provided to aU formulators without 
bank guarantee for 90 days 
All technical pesticides shazld be made available even in the 
peak season 
Rates of different taxes should be uniform througl~out the 
country 
Under the OGL policy the permitted agencies should be 
allowed to import specified technical pesticides fmm any 
source in the international market. 
They should get incentive from Government 

There should be proper checking on pesticide inspectors 
No recommendatim 

Manufacturers 

1. Capacity utilisation is low 
2. Pesticides industry is very risky 
3. The formulators do not lift the technical grade material Under the 50% allocation of technical pesticides scheme, 
allotted to them formulators should be compelled to lift allotted guota. 
4. Import duty on intermediates is very high It should be reduced by 5Wo 
5. The priceof imported technical pesticides is lower then that This shwld not be so 
of indigenous pesticides 

A perusal of the recommendations would show 
that while they are generally uncxccptionable, the 
authors have not considered it necessary to show 
how they could be implemented. 

A chapter is  devoted to describe the regulatory 
framework of fertiliser industry. It consists of the 
Insecticide Act, 1968 under which the central 
Insecticides Board and the Registration Com- 
mittee are constituted, and the licensing proce- 
dure prcscribcd; Prevention of Food Adulteration 
Act and the Indian Factories Act. Analysis of 
market samples in various parts of India has 
shown widespread contamination of vegetables 
and fruits with pesticidcs residues. These are 
caused by excessive spraying by farmers. DDT is 
not recommended for edible crops and yet it is 
used because of cheapness. Laboratories are not 
properly equipped to analyse fd samples and 
food inspectors do not have adequate technical 
training. Agencies conncxtcd with food and 
agricultural commodities have to be strcngfhencd 
to discharge their duty of satcguarding the health 
of consumers and the public. 

There are as many as 20 annexurcs while the 
main text goes over only 135 pages, the rest of 
the pages are covered by the annexures. 

Dr. P.R. Dubhashi 
(IAS (Retd.) 

Challenge 60 India's Unity - Assum Studenu' 
Agilatiofi and Government, by D.P. Kumar, 
B.R. Publishing Corporation, Delhi, Pp. 356, 
Price Rs 240/-. 

Uctil the early part of this century, Assam was 
a land of plenty. it had a limited population on 
large tracts of fertile land. In contrast, the 
adjoining districts of Bengal were over- 
populated. As a result, Muslims from the heavily 
over-populated Mymensingh district started 
moving into Assam in small numbers tosettle and 
cuitivate surplus lands. With hdepcndence, and 
partition of Bengal into East Pakistan - now 
Bangla Desh - the influx of migrants from the 
newly formed country into Assarn and its 
neighbouring States increased. Initially the 
migrants were Bengali Hindus, taking refuge 
away from the new theocratic Muslim State. But 
the Muslim farmers from East Pakistan also 
continued to move and seulc in the rich fertile 
Brahmapuua valley. This movement., albeit 
small, continues even today. While the migrants 
who came in before Independence assimilated 
with the local population, speaking their language 
and following their customs, the new entrants 
after partition maintained heir Bengali identity, 
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language and culture. At the same time, the hundred or more pages have a lot of repetition, 
educated Bengali was able to comer the bulk of which breaks the flew of an otherwise interesting 
white collared employment available in Assam. background study. A few examples of such rep- 

The advent of planning brought with it anumber etitions are (a) the q u ~ t i o n s  from the 193 1 
of new educational institutions into Assam - Census Report repeated on pages 39 and 5 1, and 
engineRring,medical,otht=rtechnicalinstitutions, for Sibsagar District, on pages 31 and 51; (b) the 
in addition to those in the arts and humanities hoisting of the Pakistani flag by Bengali Muslims 
fields. Qualified Assamese started to come out at Tezpur at the time of the Chinese invasion in 
from these institutions todiscover that the limited 1962 on pages 8, 54, and 70; (c) Chief Election 
employment oppo~tunities available in the State Commissioner's statement in 1978 of the influx 
were being encroached upon by the newly arrived of people into Assam from neighbouring coun- 
Bengali refugees. The problems was, therefore, tries, quoted on pages 91,103 and 113-1 14; and 
economic: lack of opportunities for the local (d) tables on comparative population increase 
people. Simmerings of discontent had com- between 1901 and 1981 on pages 52-53 and again 
m e n d  by the early 1960's. At fist the protests in Chapter 7. 
were for change in the language policy: Assamese The main thrust of the book, viz. the six year 
alone should be the State language and medium long agitation by the All Assam Students' Union 
of instruction ineducational institutions. Wit!! the (AASU), begins from Chapter 8. The discontent 
break-up of the State into Arunachal Pradesh, began with the proposed by-election in 1979 for 
Meghalaya, Nagaland and Mizorm during the the Mangaldoi Lok Sabha constituency, It was 
late sixties and early seventies, Assam became a found that out of an electoral college of 600,000, 
truncated State wi.b its land area diminishing but there were 45,000 illegal voters, who were 
the population in the Brahmaputra valley declared to be Bangla-Deshi infiltrators. The 
remaining intact. The demand arose for ousting AASU was up in arms, and took the lead for an 
all outsiders - 'foreigners' - from the State; this anti-foreigners agitation. The by-election could 
demand multiplied to culminate into the 'Assarn not be held and popular resentment against the 
Agitation' from 1979. Government - both Centre and State-staled ris- 

The book under review traces the Assam agi- ing. Then began the various 'bundhs' which 
tation through its various phases until the signing became the way of life for the people of Assam 
of the Assarn Accord in 1985 and the andtheneighbouring States overaperiodof six 
establishment of the Asom Gana Parkhad (AGP) years. Negotiations continued first at Officers' 
Government, tlae problems faced by the new level, later at the Statc Governor's level and still 
Government both with the Centre in implement- further at the Central Ministers' level. Despite the 
ing the Accord and with the seperatist agitations promulgation of Ordinances for preventive 
of the Bodos, the Plains tribals and others. The detention, the Assam imroglio continued. The 
first five chapters discuss the past history of ASSU and its partner, the All Assam Gana San- 
Assam until Independence. It relates to the early gram Parishad (AAGSP), wanted all 'foreigners' 
migration of the tribes from the East, the politics who had entered Assarnafter 1951 to be sent away 
of the British Government to move in Bengalis from Assam, while the Centre wanted the cut off 
into Assam, the role of the Muslim L~ague to date to be 1971. The argument of the Assam 
attempt to make Assam into a predominantly agitation leaders was that the influx of the people 
Bengali Muslim State, the migration after Inde- fromEastPakis~anglaDeshwasendange~ing 
pendcnce and the sharp rise in the population of their culture and linguistic, plitical and ethnic 
Assam as compared to the rest of the country. The indentity. That of the Government was that the 
next two chapters relate to the break-up of Assam refugees should be allowed to stay on hum&- 
into the new north-eastern States and the pressure tarian grounds. 'Ultimately, a compromise 
of population in this truncated State. These settlement was reached in August 1985 and the 
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Assam Accord was signed on 15th August of that 
Year. 

According to this Seulement, (reproduced as 
Annexure in the book) the base year for detection 
and deletion of names of foreigners from the 
electoral rolls was fixed as January 1, 1966. The 
names of all foreigners who came to India 
between January 1, 1966 and March 24, 1971 
were to be deleted from the electoral rolls for a 
period of ten years; thereafter they could be 
restored. Foreigners who came to Assam after 
March 25, 1971, should be detected, their names 
deleted from the electoral rolls and they should 
be expelled in accordance with the law. The 
Central Government agreed to make arrange- 
ments for purposes of detection and expulsion of 
foreigners, as also for closing of the border 
between Assam and Bangla Desh. 

Following the State elections, and coming of the 
AGP into power in 1985, problems of a com- 
pletely different type emerged. Chapter 12 
onward of the book discusses these problems. 
While the Centre continued to drag its feet 
regarding fencing of the border and formation of 
tribunals for detection of foreigners, minority 
groups started raising their heads in Assam. There 
came into being the United Muslim Front, the 
Plains Tribal Council of Assam, the Cachar & 
Katimganj Students Association, etc. all wanting 
a slice of the State as an independent temtory. 
And finally the terrorist organisation ULFA - the 
United Liberation Front of Assam - which is 
fighting for an 'independent' Assam. 

In Chapter 14, the author wonders what the 
future holds for Assam. Would the AGP 'be able 
to handle with imagination and wisdom the task 
of building homogeneity harmony and peace in 
the strife torn Assam' @ 323). What would 
happen if the other ethnic communities still in 
Assam like the tribal communities, who together 
form the matrix of the society, wish to assert their 
own identity and seperateness @ 326). If the AGP 
were unable to contain these tendencies, the 
present truncated State of Assam would shrink 
still further in size. Again, would the predomi- 
nantly Bengali district of Cachar cede from 
Assam to form a separate Union Temtory. Then: 

was also the danger of Assam becoming a pre- 
dominantly Muslim State with the continuing 
migration from Bangla Desh. 

There are other factors that need to be high- 
lighted while discussing the problems faced by 
Assam and its neighbouring States vis-a-vis 
Bangla Desh. The border between Bangla Desh 
and India is really an artificial border and anyone 
can walk across from any number of points on 
both sides. Religious oppression brought in the 
Hindus from Bangla Desh, but it is the economic 
'oppression' that continues to bring in people still, 
in the hope of a better life in this country. At the 
same time, economic development within Assam 
has proceeded at a very slow pace since Inde- 
pendence. Wilh the agitation over the six years 
1979-85,progress was more or less at a stand-still. 
Thus, while it will be impossible to deport lakhs 
of people back to Bangla Desh and see that they 
do not return, financial constraints make it diffi- 
cult to develop the State at a rapid pace for 
overcoming the problems it faces today. 

F.K. Wadia 
Indian School of Political Economy 

The Administrator Special Issue : Village Study; 
July-September, 1990, Vol. XXXV No. 3, La1 
Bahadur Shastri National Academy of 
Administration, Mussmrie, Pp. 113, Price Rs 
IS/-. 

This special issue of 'Administrator' deals with 
village studies and includes papers on four 
selected themes relating to i) transformation in 
villages, ii) village-level perceptions, iii) impact 
of State intervention and iv) environmental 
issues. As the Guest Editor has pointed out., the 
Journal has tapped the wealth of information on 
villages already available in the La1 Bahadur 
Shastri National Academy of Administration in 
the form of village reports prepared by the trainee 
administrators. But in addition, there are con- 
tributions from academicians, administrators, 
experts, planners and activists. Their papers cover 
a cross-section of villages in the country from 
different States covering different themes on 
village study. The diverse subjects covered 
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include the effectiveness of anti-poverty pro- 
grammes, distortions and inequalities in tribal 
villages, peasant mobilization, the structure and 
functioning of village economies, management of 
common property resources, widening rural- 
urban disl>arif.ies and so on. Apart from presenting 
differing view-points and perceptions, the articles 
also analyse the problems from different angles 
and indicate some areas of practical action based 
on fitst-hand experience in handling village 
problems. Inspite of the varied backgrounds and 
convictions of the contributors, one common 
theme that seems to run through many papers is 
that there is a wide gap between what was 
envisaged by way of development in villages and 

what has actually been achieved on the ground. 
Another common point stressed in the articles 
suggests that concrete results can be achieved in 
the villages only on the basis of collective action 
whether it is in respect of managing of village 
resources or tackling of environmental problems. 
The studies have brought out that villages which 
have adopted such an approach have achieved 
better development. This substantiates the view 
that India's large village population can over- 
come many of its complex problems more with 
its own initiatives rather than through dependence 
on the Government apparatus. 

P.S.Palande 
Indian School of Political Economy 
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BOOKS 

Mukherjee Neela and Amitabha Mukherjee, 
India's Foreign Trade by Regions, Indus 
Publishing Company, New Delhi, 1988, Pp. 
176. Rs 1501- hardback. 

India's foreign trade has undergone structural 
changes in terms of direction. Several forces like 
new economic times, better terms, new opportu- 
nities and developmental requirements of the 
country exerted pressure on the direction of 
foreign trade from time to timebending it towards 
a host of countries and regions. 

India's direction of foreign trade is a vast topic 
given the different countries involved, the size of 
trade and the number of commodities traded. The 
present study is an attempt to discuss the per- 
formance of India's exports and trade policies. It 
analyses and gives exclusive treatment of India's 
trade with different regions, trading blocks and 
currency areas, and also presents an overall pic- 
ture of the dynamics of India's trade relationship 
with importantcountrieslike U.K., U.S.A., Japan, 
West Germany, etc. 

Mukherjee Amitabha, Towards a Non-Static 
Theory of Profit Mmaxlrmrmzation: Abhinav Pub- 
lications, New Delhi, 1989, Pp. 246. Rs 2501- 
hardback. 

This book is an exercise in pure theory at the 
micro-level. Abandoning the traditional concept 
of profit, as being the residual difference between 

revenue and cost, the book examines in detail new 
conceptsof profit and attempts at determining the 
behaviour of f m s  (where management and 
ownership is separated) in terms of these new 
profit concepts. 

The entire gamut of the theories of the firm and 
the theories of pricing and output determination 
under different market conditions is examined, to 
establish how conventional analysis leaves no 
room for f m ' s  growth, as the surplus generated 
by a firm exhausts in returns to factor inputs. A 
general theory of profit is then presented and the 
relationship between profit and other variables, 
notably growth is examined, within a fm. An 
attempt is made to resolve the conflict that may 
arise in the managerial objectives and the objec- 
tives of the f m s  (in the long-run) where own- 
ership is separate from management. 

Mukherjee Amitabha, Economic Theory of 
Human Resources, Indus Publishing Company, 
New Delhi, 1989, Pp. 263. Rs 2501- hardback. 

This book is a reassessment of both classical 
and neo-classical economists having special 
regard to the theory of human resources, and 
establishes that they, with the exception of Marx, 
strove to offer a defense for the power-status 
structure of their time. It shows how even the 
neo-classical economics of Marshall could not be 
freed from a search of that defense of the ongoing 
power-status arrangement The theme of the book 
is how the theory of human resources, embel- 
lished by the law of diminishing returns, moulded 
the thoughts of economists and Marshall and 
addressed themselves to, and how the origin and 
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development of optimum theory of population 
marked the breaking away of economics from the 
classical stranglehold but at the cost of ushering 
economists into an age where they lost touch with 
the objective forces at work in the community of 
resources. 

Dev Raj, Economic Development: Critical 
Analysisof CSP, Anmol Publishers, New Delhi, 
1990, RS 4501- 

This book is the first full fledged book having 
eight chapters on GSP and its role in the economic 
development of developing countries. The con- 
cept of GSP emerged with the aim to increase 
export earnings, to promote industrialisation and 
to accelerate the rates of economic growth of 
developing countries. 

GSP treatment is accorded virtually to all the 
developing countries through reduction or 
exemption from custom duties on a non- 
reciprocal basis. It is a "Trade Policy" instead of 
"Aid Policy". Starting from the concept, origin 
and definition of GSP in this book, the author has 
analysed the pattern of trade flow prior to the 
introduction of GSP, causes which have stood in 
the way of utilisation of GSP, benefits, errosive 
impact of Non-tariff barriers and Multilateral 
Trade Negotiations on GSP concessions, GSP 
role in balance of trade in developing countries 
and strategy to maximise the benefits from GSP. 
To maximise GSP benefits, successful entry of 
products exported under GSP is the main step 
which can be achieved by establishing consum- 
ers' acceptability, by gaining confidence of 
importers, by timely deliveries and by dependable 
sources of suppliers. 
GSP is considered as the harbinger of a new era 

of trade relations between developed and devel- 
oping countries. It has brought considerable 
improvement in the market access for the product 
of developing countries. 

The bibliography and appendices given at the 

end of the book, will considerably help the stu- 
dents of International Economics, Research 
Scholars, GSP donor and beneficiary countries. 

Mukherjee Amitabha, Studies in Multilevel 
Planning: Researches in Decentralisation 
(with Special Reference to Dismct Planning in 
India), Volume- 1, General Editor: B.N. 
Yugandhar, Heritage Publishers, New Delhi, 
1990, Pp. 302. Rs 2951- hardback. 

This book reviews the literature covering the 
entire gamut of multi-level planning with special 
reference to District Planning in India. The lit- 
erature on every aspect of decentratlised planning 
has been reviewed and documented: evolution of 
decentralised planning in India; regional planning 
in India; rationale of decentralised planning; 
space, spatial-organisation, region and regional 
organisation; theories, strategies and approach to 
decentralised planning, all form part of the book. 
Each aspect of decentralised planning has been 
provided with a bibliography and bibliographies 
on decentralised planning and administration; 
project planning; and feasibility studies and 
regional planning, carried out in various part of 
the world. It is an invaluable guide to researchers, 
administrators and planners for understanding 
and formulating better decenlralised plans at 
sub-national levels. 

This book is first in the Series on Studies in 
Multi-level Planning. 

Mukherjee Amitabha, Studies in Multilevel 
Planning: Foundations of Decentralisation 
with Special Reference to District Planning in 
India, Volume-2, General Editor, B.N. 
Yugandhar, Heritage Publishers, New Delhi, 
1990, Pp. 304. Rs. 3501- hardback. 

This book is an exercise in synthesising. It 
explains in detail the various theoretical under- 
pinning of decentralised planning. Since each 
territorial tier in a decentralised planning set up 
can be conceived of as a delineated region, the 
book opens with the discussion on space, regions 
and regionalisation. Central place theories; 
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theories of growth pole and growth cer~tre; 
theories of regional planning; growth and income 
generation models; principles of planning; theo- 
ries of location have all been exmined from a 
decentralised level perspectives. Even typology 
of planning has been dealt with in detail, to 
provide a clear view of the possible character and 
content of planning at district and sub-district 
levels. 

The book will be of immense use for planners, 
administrators, scholars and students who are 
looking for a reference on the theoretical foun- 
dations of decentralised planning. But the book 
will be of best use for those engaged in the task 
of training those people who would eventually 
man positions that have a direct bearing on the 
process of planning and implementing plans. 

Yugandhar B.N. and Mukherjee Arnitabha (Eds), 
Readings in Deceturalised Planning with Special 
Reference to District Planning, Volume-1 , New 
Delhi, 1990, Pp. 512. Rs. 5001- hardback. 

An International Experts Group Meeting on 
Decentralised Planning was held at the Ial 
Bahadur Shastri National Academy of Adminis- 
tration, Mussoorie, from 1 lth to 13th June 1990. 
This book is a revised version of the papers read 
at the Conference; the proceedings and its rec- 
ommendations. The sweep of the papers cover 
everything relevant currently for dismct 
planning: the concepts, the resources, the data- 
base, the role of the administrator, the training 
needs,people7sparticipation,agro-climatic zones 
and the know-how to frame a dismct plan. Each 
paper is by an acknowledged expert in his 
respective field with long years of experience at 
micro-planning, both academically and as a 
practical planner. The proceedings and the rec- 
ommendations are particularly important because 
they are harbingers of hope and give a view of the 
probable shape of things as they might emerge in 
the foreseeable years ahead of us. The book would 
be of immense interest to administrators, plan- 
ners, academicians and students of decentralised 
Planning. 

ARTICLES 

Hooja Rakesh; 'Special Schemes Organization 
and Alternative Energy with Special Reference 
to Problems of Administering Biogas Pro- 
gramme' Agriculture Administration in India 
(ed.) Hoshier Singh, Printwell Publishers, 
Jaipur. 

Field level problems of implementing the 
National Project on Biogas Developnlent and the 
Community Biogas Plants Programme in Rajas- . 

than have becn discussed with reference to the 
role of District Rural Development Agencies, and 
the Special Schemes Organization in the State 
Secretariat. Policy issues related to subsidies, 
staffing patterns, provision for demonstrations 
and extension efforts, involvement of voluntary 
agencies, coordinating biogas efforts with other 
alternate energy projects, etc., have also been 
examined. 

Hooja Rakesh and R.S. Mathur; 'Obtaining 
Institutional Credit for Market Yard Develop- 
n~ent',AgricultureAdministration in India (ed.) 
Hoshiar Singh, Printwell Publishers, Jaipur. 

The paper briefly summarizes administrative 
arrangements at State and lower levels to regulate .. 
and develop agricultural marketing in Rajasthan - 
and the working of the Directorate of Agriculture 
Marketing, State Agricultural Marketing Board 
and Krishi Upaj Mandi Samitis. 

Different steps in preparing a market yard 
project - site selection, and acquisition, deter- 
mining neeQ for shops, godowns, auction plat- 
forms, etc., preparing layout plans and cost 
estimates -are discussed. Government and banks 
jointly assess the likely marketable surpluses and 
economic viability of the Mandi Samitis for 
sustaining the project costs and repaying Idns. 

Problems of project implementation and shift- 
ing of trade unew market yards are also touched. 
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Kripa Shadcar: 'Land Transfers i n  Uttar Pradesh', 
Econonric and Political Weekly, July 23, 1988 

A study of land transfers during 1952-53 to 
1982-83 in selected 19 Naya Panchayats in dif- 
ferent regions of rural Uttar Pradesh, consisting 
of 1,730 suchcases. showed that annually roughly 
0.2 per cent of the cultivated land was sold in the 
State. Those who sold their entire landholding 
accounted for one-third of tie total land sold in 
the State.. They mostly belonged to the category 

of marginai and small farmers. Apart f?om those 
who had sold their entire landholdifig, marginal 
farmers also sold mare land than what they 
purchased. On the other hand, other categories of 
farmers purchased more land than what they had 
sold and were thus net gainers. The greatest 
gainers were the semi-medium and medium and 
large farmers who together accounted for 60 per 
cent cf the land purchased in the State. By and 
large, land was sold to meet consumption needs 
as  only 2 per cent of the land was sold to acquire 
some machinery and equipmer~t. 

The Jo-ma1 will publish in each issue Annotated Bibliography of Books and Articles on Indian 
Economy, Polity and Society, published after January 1,1986. Authors are requested to send their 
entries with full details of publication and annotation not exceeding 250 words for books and not 
exceeding 100 words for articles. Use separate sheet for each entry. 
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